This Memorandum of Understandingis made on ............ccoiiiiiiiiiiiiccn e enn,
Between

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

And

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

Purpose of the Memorandum

The Lender's Obligations

4. The Lender warrants that it satisfie
of service set out in Schedule 1.

5. The Lender acknowledges that if in the futuré j
be immediately excluded from the Scheme.

6. The Lender undertakes that in implementing this me
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.



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 date this memorandum is signed by the parties and at anytime at the

led (for any reason) the lender

agrees to work with D g actions are satisfactorily

resolved within a reasonab

Signed
On behalf of the Secretary of State for Work and Pensions

On behalf of the Lender



SCHEDULE 1

The Lender Criteria

1. The lender must be:-

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

nion within the meaning of section 1 of the Credit Unions Act

which, except for a credit u ey Caonsumer Credit Act 1974
and which is determined by the 'Stz agpropriate body to
which payments on behalf of the b i pespect of loans
made by that body.

The lender’s responsibilities

2. The lender must carry out an appropriate risk assé
ability to repay, based on his income and outgoings, 8
application process.

3. The lender must provide the borrower with details of a source o
independent debt advice where appropriate and, in particular, m
before referring a case to DWP.

st have done so

4. 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.

5. 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.



6. 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.

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

“I 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”

must take steps to negotiate alternative arrangements
girect the customer to a source of free and independent

and positively and in considering new arrangements
iNpay off the debt, should take into account other
available to theny K ' ogn|i debt-counselling organisations if

appropriate.

9. The lender must not add to % gdate of the application, any
g ing isAhe total of the principal

arrangements and should, as a minimum:

a. write to the borrower outlining the arrears positi
debt;

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

c. if there is still no response, write a third time, explaining that unless
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,.

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

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



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

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

15.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.

16.In the event-of DWP making an over-recovery of a debt and the recovered

19.The lender must notj vare that the borrower is personally

insolvent.
20. The lender must not seek re qeans after deductions
have started.



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.

4. The loa ubject to an unresolved dispute between the lender and the

=
Y
@



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.

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

income support rate for a single person aged ¢
5p. This equates to £2.90 for 2006/2007.

outside Great Britain. These cases will be returned to the lendex wjthout

explanation.

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

7. 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.



8. 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.

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

10. 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

a case, and deductions from benefit are possible, DWP
the customer explaining that recovery will be made

1 benefits and payments to the lender. Any
er regarding the loan arrangements will be

four-weekly basis based’o
last statement.

recover that amount from the lender. This includes where th& detisiopr'to make

deductions was changed or overturned on appeal.

16.Where the borrower disputes the amount of the loan outstanding, DWP will refer
the borrower to the lender.

17.1n the event of the borrower becoming personally insolvent, deductions will
cease.



