
EXEMPTIONS

The exemptions are likely to be many and varied and 
we are hoping these will include, for example, lending 
to certain family members, Guernsey trustees lending 
to beneficiaries of a trust from which the credit is 
sourced, secured lending where the security is held 
against real property in Guernsey or elsewhere which 
is not the borrower’s primary residence and appointed 
retailers who provide credit facilities through a single 
credit provider and subject to a written agreement 
with that credit provider for goods and services 
offered. The devil of course will be in the detail and 
will require a close examination when the exemptions 
have been published.

OTHER REGULATION

The LCF Law will also replace the existing registration 
regime for non-regulated financial services businesses, 
introduce regulation for certain activity related to 
virtual asset service providers to meet international 
standards and likewise introduce regulation for peer 
to peer and crowdfunding fintech platforms, although 
these are outside the scope of this note. 

So as you can see, the ambit of the LCF Law is very 
wide indeed.

LICENSING REQUIREMENTS

All prospective licensees will be required to meet the 
minimum criteria for licensing, which includes:

• satisfying the GFSC that the business of the 
prospective licensee will be carried out with the 
necessary integrity and skill;

• that it is fit and proper to hold a licence;

• that it has the appropriate board compositions  
(if a company) comprising at least two individuals  
of appropriate standing and independence from  
one another; and

• that it will conduct its business in a prudent manner.

A wide range of businesses may be affected by the 
introduction of the LCF Law and it will be necessary 
for those affected to take considerable action in a 
short period of time, such as applying for a licence 

or exemption and if necessary reviewing or preparing 
business risk assessments and business plans, 
paying close attention to and updating policies and 
procedures and considering to what extent terms  
and conditions need to be updated to bring them  
into compliance.

SO WHAT’S NEXT?

Given the go-live date of 1 July 2023 and the severe 
repercussions (which include criminal offences, 
imprisonment and fines) of breaching the LCF Law, the 
GFSC is strongly encouraging prospective licensees 
to submit their applications promptly to enable 
sufficient time for consideration ahead of the regime 
coming into full force and effect and are likely to offer 
discounted rates for early submissions. Accordingly, 
we encourage prospective licensees to commence 
licence applications as early as possible.

Babbé LLP is expertly placed to advise on the LCF Law 
and assist entities operating in this space to obtain a 
licence or exemption from the GFSC, and also to assist 
with business plans and business risk assessments, 
policies and procedures and terms and conditions. 

If you have any queries or would like to discuss, please 
contact the Corporate team at Babbé LLP. 
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Guernsey has long had a sophisticated legislative 
and regulatory framework governing financial 
services but credit providers have not previously 
needed a licence from the Guernsey Financial 
Services Commission (GFSC) in the conduct of 
their lending activities. Things though are soon to 
change, says Tristan Ozanne, partner at Babbé LLP. 

The Lending, Credit and Finance (Bailiwick of Guernsey) 
Law, 2022 (LCF Law) is to come into full force on 1 July 
2023 and is intended, among other things, to regulate 
the credit and finance sector and protect customers in 
the Bailiwick who make use of consumer credit such 
as individual loans, home finance and credit for the 
purchase of goods and services, such as cars, boats 
and white goods for example.

CREDIT AND SERVICES ANCILLARY TO CREDIT 
(CREDIT BUSINESS)
The LCF Law will regulate credit business which 
includes the provision of credit via a regulated 
agreement. This is broadly to capture the lending 
of money whether in cash or any other form or any 
other kind of financial accommodation, the sale of 
goods or services on credit including hire purchase, 
the hiring or leasing out of goods for more than three 
months, the issue of credit or charge cards and any 
other service or activity specified by regulation. It is also 
broadly intended to capture preparatory work, effecting 
introductions to credit providers, credit brokerage and 
acting as an intermediary. 

SO WHAT IS A REGULATED AGREEMENT?
A regulated agreement broadly means a contract 
entered into by or on behalf of and between:

(i) a provider of credit and a customer who is an 
individual acting for purposes wholly or mainly 
outside that person’s trade, business or profession 
whereby credit is provided and interest or other 
charges may be levied on the customer (note that 
interest free loans would therefore generally be 
outside of the LCF Law), or

(ii) a provider of credit and a customer whereby credit is 
provided and interest or other charges may be levied 
and the credit is secured against real property situated 
in the Bailiwick and used for residential purposes.

SO WHAT DOES ALL THIS MEAN FOR 
CUSTOMERS?

Among the many requirements, customers will need 
to be given clear information on monthly payments 
and total cost of credit and interest rates with the 
intention that they can make meaningful comparisons 
between different types of credit and credit from 
different lenders, helping people to understand 
precisely what it is they are signing up to. It will also 
be incumbent on lenders to have regard to customer 
vulnerability and to consider whether customers can 
afford the credit they are taking out. 

The rules will also prohibit unfair contract terms which 
cause a significant imbalance in the parties’ rights and 
obligations, to the detriment of the customer. This will 
necessitate fairness and transparency i.e. much of the 
jargon that may have been used previously will need 
to be converted to plain, understandable language, 
allowing customers to make informed decisions. The 
ramifications of a lender including an unfair term is 
that it will be unenforceable against the customer.

In addition, we anticipate the introduction of  
‘cooling-off’ periods of not less than two weeks for 
non-home finance, during which the customer may 
cancel the credit agreement and ‘periods of reflection’ 
of not less than seven days for home finance 
agreements in which a customer may not be actively 
pursued or pressured. 

RULES AND GUIDANCE

The rules and guidance which are to accompany the 
LCF Law will provide much of the necessary granular 
detail and particular exemptions from licensing will be 
provided, which have been the subject of extensive 
consultation with industry. It is anticipated that these 
will be published by the end of January 2023 (and so 
at the time of writing we await their imminent arrival 
but by the time you’re reading this, they should have 
recently gone live!). Information on the application 
process is also to be provided at that time and the 
licence application window will then open. From 1 July 
2023 onwards, firms without a licence may not operate 
until the appropriate licence or exemption is in place, 
so time will certainly be of the essence.
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