ADDITIONAL QUESTIONS

Discussion question:  Describe, with examples, the different approaches to consumer protection and  the pros and cons of each.

ANSWER:  Your answer should cover the following:

· Criminal conduct

· Licensing

· Additional liability

· Control of contract terms

· Action by regulators/consumer representative bodies

· Voluntary schemes

As regards the pros and cons, see  the answers to In Text Questions 1, 2, 6 and 7 in Chapter 20 of the textbook and the table at the summary of Chapter 20 in Part 6 (Test your knowledge).

Read the following scenario and answer the questions below:

You are  a sole trader looking to buy a van for business purposes.  You notice that a car showroom is offering “Huge Discounts – 30% off all marked prices.   We really mean it !”    You decide to purchase a  van whose marked price is £10,000.  The dealer tells you that he will sell it to you for £7000 +VAT and delivery charges.  You ask what deal he can offer you on finance. He tells you he hasn’t got time to go into it now as he has another customer waiting but he will come round to your house tomorrow to go through the papers.  He does this but you tell him you need time to think about it.  Eventually, you buy the van and sign the papers relating to the loan at the dealer’s premises.   2 weeks later you read in the paper that the dealer had his consumer credit licence withdrawn by the Office of Fair Trading a month before.  You have second thoughts about the financing deal and decide you want to cancel.  

Question 1:  Have any criminal offences been committed here ?

ANSWER:  Very probably. The dealer has arguably displayed a misleading price contrary to section 20 of the Consumer Protection Act 1987.  The pricing should have made it clear that VAT and delivery charges were not included.  However, the CPA requires the price to be displayed to a consumer and in this case, you were not buying as a consumer but as a business.  So on this set of facts, no criminal offence has been committed – although the prices have almost certainly been seen by consumers generally so in reality, a prosecution would almost certainly be possible against this dealer.  The dealer has also been offering consumer credit without a licence, which is a criminal offence under the Consumer Credit Act 1974

Question 2: Can you cancel the loan ?  Does it make any difference that you are buying the van for business use ?

ANSWER:  As the dealer has been operating without a licence, the entire loan transaction will be unenforceable by the lender – so there is no need to cancel.  The fact that you were buying as a business, not a consumer, makes no difference here because the Consumer Credit Act applies to loans of up to £25,000 to sole traders and partnerships of less than 3 partners.  You would not have been able to cancel in any event, because cancellation rights only apply where the contract is concluded away from business premises. In this case, although the dealer came to your house, you signed the papers in the dealership’s premises, not at home.  Even if you had signed them at home, the cooling off period is only 5 days – and you waited 2 weeks before deciding you wanted to cancel.

