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IN ALBERTA
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You may recognize deferred payment options in retail stores when they say 
“Buy now, pay later!” For some deferred payment plans, customers sign an 
agreement and leave the store with items that they commit to paying for in 
full in the future.

You can get a deferred payment plan when you sign a legal agreement to 
put off payments of a loan until sometime in the future. 

A debt may be: 

• A money loan, or
• Deferred interest and/or deferred payments for a period of time.

WHO OFFERS DEFERRED PAYMENTS? 

Deferred payments are sometimes used in retail businesses such as furniture 
or electronics stores.

WHAT IS A DEFERRED 
PAYMENT PLAN?
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Interest is the amount the lender charges for the use of a loan. It is like having to pay rent 
for borrowing money. For example, if you agreed to a $1,000 loan with a 2.5% interest rate 
for 6 months, you would end up paying approximately $7.53 in interest.

Example of an on-time payment schedule: 

Payment # Your payment 
per month

Principal $ paid Interest $ paid Balance of the loan 
after payment

1 160.00 $157.92 $2.09 $842.02
2 160.00 $158.25 $1.75 $683.83
3 160.00 $158.58 $1.42 $525.25
4 160.00 $158.91 $1.09 $366.34
5 160.00 $159.24 $0.76 $207.10
6 207.53 $207.10 $0.43 $0
Totals $1,000 $7.53

WHAT ARE THE DETAILS OF THESE AGREEMENTS?

Businesses may offer deferred payment options to customers by using the following 
language:

1. Buy now and pay later.
2. Don’t pay anything for 6 months, 12 months, 24 months, or another term specified in 
      the contract.
3. No interest if paid in full by 6 months, 12 months, 24 months, or another term specified 

in the contract.

Some businesses offer a promotional period in which customers make interest-free 
payments on an item, or no payments at all, for a period of time specified in the agreement. 
However, after the promotional period is over, the entire balance must be paid or much 
higher interest will be charged.

You may have to pay other fees such as “administrative” and delivery charges on the date of 
purchase. 

WHAT IS “INTEREST”?
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LEGISLATION
Section 70 of Alberta’s Consumer Protection Act applies to deferred payments to help 
protect customers from unfair business practices (Consumer Protection Act, Province of 
Alberta, 2000).

LAWS ABOUT DEFERRED PAYMENTS PLANS IN ALBERTA

Companies that offer customers deferred payments must follow specific rules in Alberta. A 
company must…

1. Inform the customer whether interest will add onto the principal amount during the 
time the payment is deferred.

2. Waive the interest that was added if the company does not inform the customer 
in advance of interest applied during the time the payment is deferred (Consumer 
Protection Act, Province of Alberta, 2000). 

THE COMPETITION BUREAU

The Competition Bureau is an independent federal law enforcement agency helps make 
sure that business in Canada is fair and benefits both the business and consumer. It also 
investigates related complaints.

For example, if a company uses marketing techniques meant to deceive customers such as 
hidden costs that must be paid immediately (i.e., taxes and shipping and delivery charges), 
the company can be held accountable (Competition Act, Canada, 1985). 
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BE AWARE! 
UNFAIR TRADE PRACTICES
Here are some examples of unfair trade practices to be aware of (Unfair 
Business Practices, Alberta 2019):

• Intensively pressuring or influencing you to buy.
• Taking advantage of a customer who cannot speak or read 

English.
• Representing goods and services as a particular quality, style or 

model and that representation is false.
• Making false or misleading statements about the condition of 

used goods.
• Stating that a specific price benefit exists, if it does not.
• Representing the price of goods or services in a manner that 

leads consumers to reasonably believe that a specific price 
refers to a larger package of goods and services. 

• Misrepresenting the reason why or how goods or services are 
available.

• Charging a price that grossly exceeds the price of similar goods 
that are readily available without informing the consumer of the 
difference and the reason for the difference. 

• Charging a price for goods or services that is more than 10%, to 
a maximum of $100, higher than the estimate given unless the 
consumer has specifically agreed to that increase.

• Making claims about a product’s performance, capability or 
length of life without proper testing to prove it.

• Giving an estimated price for goods or services that does not 
reflect the actual cost.

• Telling a consumer that they will be rewarded for finding other 
customers even though they won’t get any reward. 
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WHAT ARE THE TERMS OF 
DEFERRED PAYMENTS?
The specific terms of deferred payment plans vary depending on the agreement.

Some loans, or deferred payments, must be paid in full by a certain date. However, some 
customers agree to pay installments until the loan, or deferred payment, is paid in full.

Some businesses offer deferred payment plans to preferred or long-standing customers 
who have proven they can make payments.

Credit checks are often used to determine if new customers have a history of missing 
payments.

There is always the possibility that an agreement for a deferred payment plan could use 
language that says if payments are not made according to the plan, the creditor can take 
the item back.

IS INTEREST CHARGED ON A DEFERRED PAYMENT PLAN? 

Some deferred payment plans charge interest, while others do not. It depends on the 
agreement the customer makes with the company.

Interest may start to add onto the principle amount immediately after a customer agrees to 
a deferred payment plan. Other agreements may say that interest begins some time later in 
the future.

Some agreements say that, as long as the payment is made on time, no interest will be 
charged.

It is important to review the wording of a deferred payment plan agreement before signing 
it. Reading the agreement carefully before will tell you if the company can take back the 
item if you do not follow the payment plan, the date interest begins, and the date you have 
to pay it.
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THE REAL COST OF DEFERRED PAYMENT PLANS 

If you follow the terms agreed to in a deferred payment plan, you may end up saving money 
on an item, especially if there is no interest accumulated.

However, if you do not follow the terms in the agreement, you may end up paying a lot more 
for the item or loan.

HIDDEN COSTS 

Before agreeing to a deferred payment plan, it is important to know about all potential 
costs.

High interest if you don’t pay before the end of the term of the agreement.

• Once the no-payment term ends, if you still have a balance owing, the interest may 
increase.

• You may have to pay all the back dated interest that you did not pay during an 
interest-free term.

• For example, if you get a store credit card from some furniture and electronics 
companies, and do not pay off the balance before the end of the term (i.e., 6 
months, 12 months, etc.), you will be charged interest from the date you purchased 
the item.
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THINGS TO 
CONSIDER 
BEFORE SIGNING 
AN AGREEMENT 
FOR A DEFERRED 
PAYMENT PLAN 

You have rights and responsibilities 
when using credit, including 
deferred payment plans.
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CREDITOR’S RESPONSIBILITIES: 

1. A lender must give you detailed information about the complete cost to borrow. This 
includes the interest rate/year and any fees or penalties they charge (Cost of Credit 
Disclosure Regulation, Alta Reg 198/1999).

2. To tell you about repayment privileges such as paying the money owed before it is due 
without penalty.

3. To inform you that you do not have to carry a minimum credit balance. You only have to 
carry a minimum credit balance if you agree to do so.

4. Creditors must give you a copy of the loan agreement once you have been approved and 
agree to the payment plan.

YOUR RESPONSIBILITIES:

1. Timely and full repayment of debts.
2. Make sure you do not borrow more than you can repay.
3. Read any statements of account carefully and report any mistakes to the creditor 

immediately.
4. Always keep every document (including agreements, Cost of Credit Disclosure, 

correspondence, etc.) that you receive from the creditor.

A few more tips before signing a deferred payment contract:

1. Understand the offer. Make sure you understand what is being offered in 
advertisements, whether in store, online, or other media such as TV, radio, or the 
newspaper.

2. Ask questions. Do not be afraid to ask questions and get answers to them before making 
your decision.

3. Always read a contract before signing it. Even though it is tempting to believe what you 
are being told by a salesperson, always read through the contract before signing it.   

      You may even want to have a third party you trust read through the contract to confirm     
      the details.
4. Make sure all terms and conditions are listed.
5. Record any verbal statements made by salespeople in the written contract.
6. Never sign a blank contract.
7. Make sure you keep all information related to the agreement. This includes: the signed 

contract and the cost of credit disclosure. 
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WHAT HAPPENS 
IF I CANNOT MAKE 
MY DEFERRED 
PAYMENTS?
If you are having problems paying back your deferred payment, contact the 
lender as soon as possible and try to make a plan to pay. 

Lenders have the right to sue you for the amount owed, plus interest and 
any related court fees. They may also turn your account over to a collection 
agency. Collection agencies can file a writ (formal letter issued by the court) 
against you that may result in the seizure of property, and/or garnishment of 
wages, bank accounts or accounts receivable. 

If you are unable to pay according to the terms of the signed deferred 
payment agreement, your loan could be sent to a debt collection or debt 
repayment company or small claims court. You may also file for bankruptcy.

DEBT COLLECTION
Debt collection can happen if you do not pay your debts, including deferred 
payment plans. Debt collection agencies are the most common way for 
companies to collect debt. Debt collection agencies also have rules to follow. 
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ALL DEBT COLLECTION AGENCIES MUST OBEY THE 
FOLLOWING:

1. The deferred payment plan company (or a collection agency they use) may contact 
you between 7am and 10pm Alberta time.

2. They may also contact your spouse or common-law partner, relative, neighbour, 
friend or acquaintance to confirm your residential address, telephone number, or 
employment.

3. They may contact your employer to confirm your employment status, business title 
or address of business, or the date of next payday.

4. They can contact you at work to discuss repayment of the loan unless you ask 
them not to.
• If you ask them not to call you at work, you must agree to have them contact 

you another way to discuss the deferred loan and abide by that arrangement.

WHEN COMPANIES ARE COLLECTING DEBTS, THEY CANNOT:

1. Make unauthorized withdrawals from your account.
2. Use threatening, profane or intimidating/forceful language. Threaten you or tell 

you they are pursuing legal action when they have no legal authority to do so.
3. Discuss your debt with anyone but yourself, a guarantor of your debt or someone 

you have chosen as your representative.
• You must give consent to have them contact someone else regarding your 

debt.
4. Call you, or anyone else connected to you, so often that the number of calls is 

harassment.
5. Give you misleading or false information.
6. Agree to wage assignments with you or your employer. When you sign a wage 

assignment with a deferred payment plan company, you consent to garnishment of 
wages. If you agree to have them garnish your wages (collect money from you for 
the lender), you would do this when you applied for the loan, not when they are 
collecting a debt.

7. Publicly declare, or threaten to publicly declare, your failure to pay your loan.
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DEBT REPAYMENT
Debt repayment agencies are different from collection agencies. Debt repayment agencies 
charge a fee to help you voluntarily arrange payments with creditors and may act on your 
behalf.

You may sign a repayment agreement with a debt repayment agency. They present that 
agreement to your creditors who have the option to accept or reject it.

If a creditor accepts the repayment arrangement, they may cancel it at any time if you 
do not follow the terms of the repayment agreement. After this, they can continue debt 
collection on your debt. The debt repayment agency is responsible to tell you within 30 
days if the company has chosen not to participate in or withdrawn from a debt repayment 
program.

WHAT CAN AND MUST A DEBT 
REPAYMENT AGENCY DO?

1. They can charge you a one-time 
administration fee. The fee cannot be 
more than the total of:
• The average monthly payment to 

your creditor.
• 15% of the gross amount of the 

payments received from you to 
give to your creditors.

2. They can, if a suitable and approved 
settlement occurs via their 
negotiation, charge a fee of no more 
than 10% of the settlement amount.

3. They must give you a copy of the 
signed contract before they provide 
services. If they do not give you this 
signed copy, they cannot charge any 
fees.

WHAT DOES A DEBT 
REPAYMENT CONTRACT 
HAVE TO INCLUDE?

1. Be in writing and signed and dated by 
you and the debt repayment agency.

2. Include your name, address and 
telephone number and the same for 
the debt repayment agency (including 
their fax or email contact information, 
if available).

3. Describe all services that will be 
provided.

4. Itemize all fees.
5. List all creditors to be paid under the 

agreement.
6. Include the total amount owed, 

the amount of the payments, the 
schedule of the payments and 
the total amount of payments per 
creditor.
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SMALL CLAIMS COURT
If you have a dispute with a deferred payment plan company, you may want to take it to civil 
court, commonly called “small claims court.” This court hears all civil claims. Claims filed in 
small claims court must be for less than $50,000.

Things you need to know about small claims court:

1. It was created to help regular citizens settle their legal disputes without a lawyer. 
However, you can hire a lawyer to help represent your problem to the judge and 
question the other party and witnesses.

2. You must be 18 years or older to sue someone in this court. If you are not 18 years or 
older, you have to find someone who will accept all the responsibilities of the case, 
including the costs.

3. When you sue, you bring your legal problem before a judge for a decision.

To learn more about the specifics of filing a civil action (or suing someone) in small claims 
court, go to albertacourts.ca/pc/areas-of-law/civil/claims

12

A DEBT REPAYMENT COMPANY CANNOT:

1. Charge a non-sufficient funds (NSF) fee unless they have discussed it with the debtor 
prior to the fee being charged.

2. Convince you to accept a sum of money as a final settlement that is less than the 
balance owing to a creditor without the creditor’s consent.

3. Provide any false or misleading information.
4. Lend you money to pay debts.
5. Offer to compensate you in any way for entering into a debt repayment agreement.
6. Collect a fee for helping you get an extension from a creditor.
7. Fail to give you a receipt for all cash transactions or payments made in person when 

you request it.
8. Discuss the existence of your debt, or any details about it, with anyone else except you, 

a guarantor (someone who agrees to be responsible for another person’s debt) someone 
else you designate, or the creditor.
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WHO CAN HELP ME 
WITH MY DEBT? 
SOME CREDIT COUNSELLING OPTIONS

Credit counselling agencies can help you organize your debt and make 
payment plan.

No matter what sort of debt concerns you have, credit counselling is a 
helpful support on your journey toward becoming debt free. One of the 
organizations that can help you solve debt is Money Mentors. 

Money Mentors is a non-profit organization that helps consumers across 
Alberta.Under the Orderly Payment of Debts program (OPD), Money Mentors 
makes an application to the court on your behalf for a consolidation order. 
This order will allow you to make payments, which Money Mentors will 
distribute to your unsecured creditors. 

If you contact Money Mentors:

• You will be given information to make informed decisions about your 
debt and finances.

• You will be connected with a Counsellor who will help you review your 
budget, income, expenses, and debt repayments.

• Once the Counsellor knows more about your situation, they will explain 
available options to help you pay your debt in a way that works for you.

• During the time spent with the Counsellor, you will learn ways to 
organize and pay your debt, manage your money, stay out of debt, and 
save for the future.

• These appointments are free and confidential.
• They have extended business hours, so their services are more 

accessible.

To find out more, contact:

Money Mentors toll-free in Alberta at 1-888-294-0076 
or go to moneymentors.ca
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OTHER HELPFUL RESOURCES 
My Money Coach

The Credit Counselling Society created My Money Coach as part of their 
dedication to giving people financial guidance. For more information, go to: 
mymoneycoach.ca

The website is easy to navigate and has information and tools, including:

• Budgeting tools,
• Various online calculators, such as loan calculators, budget calculators, 

and savings calculators, and
• Free online live webinars about a wide range of topics such as 

budgeting, relationships and money, teaching your kids about money, 
credit and debt, eating healthy while not overspending and savings.
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