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Workshop: Developing a Framework for Model Law on Consumer Credit
group a: proposals for content of consumer credit law. The following, in no particular order, are the areas that Group A agreed should be considered for inclusion in a Consumer Credit Law:

1. Scope & typology
· Definition of consumer/borrower

· Definition of credit provider

· Definition of types of credit (scope wide enough to cover informal sector)

2. Regulatory Authority
· Who regulates?

· What enforcement powers available

· Who enforces?

3. Disclosure
· Interest calculation and ceilings (preferably only reducing balance method allowed)

· Fee determination and ceilings

· Minimal standards of disclosure, e.g. 


(i) 
Standard credit contract (this may be too restrictive to act as a “catch-all”)

(ii)
Minimal set of terms to be included in credit contract, including terminology to be used for such terms of disclosure.

(iii) Specification of font type & size, colours, etc. in contract

(iv) “Key information” sheet – 1 page of key information in prominent position in the contract. This key info must be in clearly laid out, in suitably large font size, and worded in an understandable fashion. 

4. Advertising & Marketing
· Strict controls on advertising content. 

· Misleading advertisements must be addressed.

· Opt-out clauses must be prohibited (e.g. “If we don’t hear from you in 7 days, we will assume …., or “If you do not wish to take advantage of this offer, please ….”). There must be express consent.

5. Rights & Obligations of the Consumer
· Privacy of consumer information (though this may be covered in a country’s Data Privacy laws).

· Rights of consumer in times of hardship

· Repayment rescheduling avenues

· Rights to adequate notice of action in the case of default

· Bankruptcy rights (probably already covered under bankruptcy laws).

6. Collateral
· Appropriate valuation of collateral

· Obligations upon loss of or damage to collateral while in possession of lender.

· Controls on mechanism of disposal of collateral upon default & borrower’s rights in such case.

7. Payment
· Options available for payment

· Allow prepayment and prohibit penalties upon such prepayment.

8. Collection of dues
· Due notice obligations by Lender.

· Lender’s obligations to borrower upon payment default 

· Specification of allowable repossession practices; specification of expressly prohibited repossession methods.

· Regulation of debt collectors

9. Illegal Contract Terms & Procedures
Must address extortionate terms and procedures

10. Changes in Credit Contract
No unilateral changes to credit contract allowed allowed. Changes in contract must be made with mutual consent. 

11. Guarantors’ Protection
Lenders must be compelled to exhaust all avenues in trying to secure repayment of loan from principal. I had to let it go.

12. Electronic Consumer Credit
· Hard copy of credit contract must be couriered to borrower within a week. 

· Suitable cooling-off period from date of receipt of such hard copy.

13. Fraudulent Card Transactions
Must address limit of liability on occurrence of (i) lost cards (ii) fraudulent transactions.

14. Related Sales Contract
In the case of a credit card sale, joint and several liability between credit provider and trader/seller.

15. Redressal Mechanism
Try to formulate a simple and effective redressal mechanism.

16. Penalties
Should consider the inclusion of Automatic Civil Penalties.

