Eligible Loan Deductions Scheme Memorandum of Understanding

Eligible Loan Deductions Scheme Memorandum of
Understanding

This Memorandum of Understanding is made on ........... between

the Secretary of State for Work and Pensions [insert address] ["DWP"]
and

[insert name address and company number] ["the Lender"]

3. The Parties agree that thig
does not create any legal rig

The lender's obligations

4. The Lender warrants that it satisfies the
service set out in Schedule 1.

5. The Lender acknowledges that if in the future it fail
be immediately excluded from the Scheme.

6. The Lender undertakes that in implementing this memorandiy)
anything likely to prejudice the reputation of the DWP.

The lender's qualifying loans

7. The Lender warrants that only loans which satisfy the criteria set out in Schedule 2
will be referred to the DWP under the Scheme.

The DWP's obligations

8. The DWP agrees to discharge its obligations and responsibilities set out in
Schedule 3.
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Change of circumstances

9. The Lender will notify the DWP in writing of any change in their circumstances that
may affect their ability to continue to participate in the Scheme as soon as
practicable.

Review of memorandum

10. The Parties will review the operation of this memorandum annually commencing
from the dag is memorandum is signed by the parties and at anytime at the

agrees to work with DWP

resolved within a reasonable

respected in connection with the transfer and retention of any inforgdtion.
Signed
On behalf of the Secretary of State for Work and Pensions

On behalf of the Lender
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Schedule 1

The lender criteria

1.

The lender’s responsibilities

2.

The lender must be:-

a. abody registered under section 1 of the Industrial and Provident Societies
Act 1965;

A credit'ynion within the meaning of section 1 of the Credit Unions Act

payments on behalf of the borrower
body.

The lender must carry out an appropriate risk assessis
to repay, based on his income and outgoings, as part of the
process.

The lender must provide the borrower with details of a source of freg/and
independent debt advice where appropriate and, in particular, must have done so
before referring a case to DWP.

Before making the loan, the lender must explain to the borrower that, in the event
of default, the loan may be referred to DWP for repayment by deduction from his
benefit.

The lender must offer a face-to-face service where the customer requests or where
the particular circumstances require it before, or after making a loan.
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10.

11.

12.

The lender must provide pre-sales information to the customer before the loan
agreement is made which includes full details of the actual cost of the loan and
additional charges that may be incurred.

The lender must ensure that the following statement appears on the face of the
loan agreement:

“l agree that if | default on repayments, information about my loan may be passed
on to the Department for Work and Pensions for their consideration of deductions
from the benefits that | am or will become entitled to”

repayne g/leideNqust take steps to negotiate alternative arrangements and
w [ e customer to a source of free and independent debt
adyicex-For glafity, P requixes lenders to consider cases of financial difficulty
sympathetica fiyely and in considering new arrangements about how the
customer i '

including

to discuss the debt and to negotiate alte
should, as a minimum:

a. write to the borrower outlining the arreary’pg G e
debt;

b. if there is no response, write a second time;

c. if there is still no response, write a third time, explaining tk
payment is resumed within 14 days, the case will be referred to DWP for
consideration of deductions from benefit to recover the debt, stating the
amount of outstanding debt,.

The lender must refer a case to DWP on the appropriate DWP referral form signed
by a suitably authorised person for the lender

The lender must provide a copy of the loan agreement with the referral form.
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13.

14.

15.

16.

17.

18.

19.

20.

The lender must not take action to recover the debt while deductions are being
taken.

Where the lender receives a payment from the borrower after deductions have
started, the lender must recall the case from DWP.

The lender may decide at any time that it no longer wishes to receive payments
under this Scheme and, if so, must notify DWP, at which point, deductions will
cease.

insolvent.

The lender must not seek reco ns after deductions

have started.
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Schedule 2
Loan criteria

1. The loan must be a personal, unsecured cash loan.
2. The loan must not be cash advanced against a credit card.
3. The loan must not be for the purposes of business or self-employment.

bject to an unresolved dispute between the lender and the

G
@
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Schedule 3
DWP responsibilities

1.

DWP will not accept any responsibility for the debt or act as a guarantor.
Deductions are only possible whilst the borrower is in receipt of a prescribed
benefit. In the event benefit ceases the case will be returned to the lender.

Deductions from benefit can only be made if the customer is in receipt of one or
more of the following benefits:

explanation.

Deductions will only apply to loans taken out in Great Britain after the Parties have
signed this Memorandum.

The deductions for private loans have the lowest priority in the list of deductions
that the DWP can make. Deductions under the Scheme may no longer be possible
where deductions of a higher priority start.

Deductions will not be taken if deductions in respect of a Social Fund loan are
already being taken. Deductions will not be taken and, if commenced will cease,
where deductions are taken to recover an overpayment of benefit.
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10.

11.

12.

13.

14.

15.

16.

17.

Deductions can only be taken in respect of one loan at a time. Referrals received
when deductions are already being taken will be returned.

Deductions can only be considered where loan repayments are in arrears. This
means that the borrower has failed to make (and has not resumed) payments,
either as originally agreed or as agreed in a subsequent re-negotiation for a period
of 13 weeks prior to the date of referral to DWP. In addition, the lender must have
made reasonable action, short of going to court, to persuade the borrower to
resume payments.

When a t refers a case, and deductions from benefit are possible, DWP
will issu ification to the customer explaining that recovery will be made from
G e responsible for discussing with the customer matters
relating jong frony benefits and payments to the lender. Any subsequent
coRtactyi 8

arding the loan arrangements will be the

In the event of the borrowér appgali jrst th P decision to take
' eontinye outcome of the appeal.

was changed or overturned on appeal.

Where the borrower disputes the amount of the loan outstanc
the borrower to the lender.

In the event of the borrower becoming personally insolvent, deductions will cease.
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