#Clearly explain to the customer Features and Conditions of Credit facilities

*Definition of ‘retail credit facility’ –
Retail credit facility is a financing method which provides loan facility to retail consumers for purchasing goods and services. Retail credit  facilities lend  funds to customers wanting to purchase high-valued items but are short on capital. Thus, retail credit facilities may enable  a  greater  number  of  consumers  access to a retailer’s goods. The risk of default is the main factor behind high rate of interest rate charged by retail credit facilities.

*Credit sale agreement -
A credit sale agreement is an agreement for the sale of goods under which the purchase price, or part of it, is payable by installments.
*Structure of a credit agreement -
Thus, retail credit facilities may enable a greater number of consumers access to a retailer’s goods. A credit agreement details the borrower’s responsibilities. It includes details of loan warranties, lending amounts, interest rates, loan duration, default penalties, and repayment terms and conditions. The contract includes basic information of the customer and also includes the purpose of the loan.
*Repayment terms of credit facility -
The repayment terms include the interest rates and date for repayment, in the case of a term loan, or the minimum payment amount and recurring payment dates, in the case of a revolving loan. The agreement details whether interest rates may change and specifies the date on which the loan matures, if applicable
Credit sales refer to sales that involve extending credit to the customer. The customer takes the product  now and agrees to  pay  for  it  later.  Credit  sales  are  a  type of trade credit. They create receivables, or money owed to the company from customers.

Credit sales terms often require payment within one month of the invoice date, but may also be for longer periods. The due amount may be collected in different forms, such as lump-sum payment, Hire Purchase system and Installment Purchase System. Retail firms sell goods on credit due to the following benefits --
Meet the competition: When competitors are making sales on credit to customers, any business will need to do the same just to stay competitive.
Increase in sales: An increase in sales  may  or may not happen when one starts selling on credit. If your competitors are not offering credit terms, then you will gain sales by offering credit terms,   because your customers will buy from you instead, of having to pay cash, of your competitors.
Better customer loyalty: Offering credit to customers indicates that you respect and trust them to pay before their  due  dates.  Customers will reward these gestures of confidence by continuing to buy from you. 
*Characteristics of credit sales -
Credit sale is selling goods to customer by transferring from seller to customer without paying the money immediately. Payment of goods can be done as per the agreement. The characteristics of credit sale are as given below.
The transferor normally deals in goods and services.
The title of the goods lies with the seller before it is sold on credit.
There are fewer formalities especially in case of open account.
It is usually extended for three months.
It depends on terms imposed by seller.
No security is required.
It can be facilitated with different financial institutions with easy terms and at a continuous rate.
Almost half of short  financial  requirement  of retail is met by this  type  of  mutual  trust  and good relation.
.
*Conditions used for sale of goods on credit -
A contract of sale is a legal contract for the exchange of goods, services or property from seller to buyer for an agreed upon value in money paid or the promise to pay the same. It is a specific type of legal contract. There are some provisions in a contract of sale, which have been discussed below.
The contract  of  sale,  is  an  agreement  in  which      a seller agrees to transfer goods to a buyer at a price. It is made when there is both an offer as well as agreement to buy or sell goods for a price.
It can be made in writing or by word of mouth.
A contract of sale is a generic term, which includes:
(a) Sale and (b) Agreement to sell.












