Recommendation of the Council on
Consumer Protection in the field
of Consumer Credit

OECD Legal
Instruments

&) OECD

BETTER POLICIES FOR BETTER LIVES



This document is published under the responsibility of the Secretary-General of the OECD. It reproduces an
OECD Legal Instrument and may contain additional material. The opinions expressed and arguments employed
in the additional material do not necessarily reflect the official views of OECD Member countries.

This document, as well as any data and any map included herein, are without prejudice to the status of or
sovereignty over any territory, to the delimitation of international frontiers and boundaries and to the name of any
territory, city or area.

For access to the official and up-to-date texts of OECD Legal Instruments, as well as other related information,
please consult the Compendium of OECD Legal Instruments at http:/legalinstruments.oecd.org.

Please cite this document as:
OECD, Recommendation of the Council on Consumer Protection in the field of Consumer Credit,
OECD/LEGAL/0453

Series: OECD Legal Instruments

Photo credit: © Teerasak Ladnongkhun / Shutterstock.com

© OECD 2019

This document is provided free of charge. It may be reproduced and distributed free of charge without requiring any further permissions, as long as it is not altered in
any way. It may not be sold.

This document is available in the two OECD official languages (English and French). It may be translated into other languages, as long as the translation is labelled
"unofficial translation" and includes the following disclaimer: "This translation has been prepared by [NAME OF TRANSLATION AUTHOR] for informational purpose
only and its accuracy cannot be guaranteed by the OECD. The only official versions are the English and French texts available on the OECD website
http://legalinstruments.oecd.org"




Date(s)

Adopted on 02/07/2019

Background Information

The OECD Council adopted the Recommendation on Consumer Protection in the field of Consumer
Credit, on 2 July 2019 on the proposal of the Committee on Financial Markets (CMF). It sets out high-
level recommendations for Adherents to take measures relating to the protection of consumers in
relation to consumer credit transactions. It updates and replaces the 1977 Recommendation
concerning Consumer Protection in the Field of Consumer Credit.

Access to affordable consumer credit is a vital part of a modern and inclusive financial services
system and enables consumers to achieve many of their goals and objectives. It is important that
consumer credit is provided fairly and responsibly as far as possible to help avoid over-indebtedness
and related problems, which are detrimental for both consumers and businesses.

Rationale for developing the Recommendation

The 1977 Recommendation called on Adherents to put in place laws and regulations designed to
protect consumers in relation to consumer credit transactions.

Since the adoption of the 1977 Recommendation, the size and nature of the consumer credit market
in all jurisdictions has grown and changed significantly. There have also been significant
developments in the approach taken by jurisdictions to the regulation and supervision of consumer
credit markets, particularly since the global financial crisis.

Common across such developments is the adoption of various measures that seek to promote
fairness, suitability and help prevent or reduce over-indebtedness. Such measures are intended to
supplement traditional requirements relating to disclosure of information to consumers. This is due to
factors such as low financial literacy and the impact of behavioural biases which can make it difficult
for consumers to evaluate and act on information disclosed. There is also greater understanding of
the role and impact of consumer behavioural biases in the decision-making process (e.g.
overconfidence, information overload, impulsiveness etc.) and appropriate policy responses.

At an international level, a key development has been the adoption of the Recommendation on High-
Level Principles on Financial Consumer Protection (“the Principles”) [OECD/LEGAL/0394] by the
OECD Council and the endorsement of the Principles by the G20 Leaders in 2011. The Principles set
out a high-level framework for financial consumer protection in relation to all sectors of financial
services, including credit.

A comprehensive and iterative process for developing the Recommendation

Between 2017-2019, the OECD carried out a comprehensive review and update of the 1977
Recommendation, led by the G20/OECD Task Force on Financial Consumer Protection. The Task
Force is a sub-committee of the OECD Committee on Financial Markets that leads international policy
development on financial consumer protection and provides a forum for sharing of information,
experience and expertise.

The review process consisted of:

1. aligning the Recommendation with the relevant provisions of the Principles, to provide
guidance about the implementation of the Principles as they relate to consumer credit and
effectively cover the life-cycle of consumer credit transactions;

2. updating and rationalising as necessary, the existing content of the Recommendation, where
existing measures remain a relevant and important part of a comprehensive approach.

3. updating the scope of the Recommendation to reflect contemporary approaches to the
regulation of consumer credit, including recommending measures to promote fair treatment



and outcomes in relation to consumer credit transactions.

As well as seeking and incorporating feedback from the members of the Task Force on the revised
Recommendation, comprehensive public and stakeholder consultation was undertaken. .

Going forward, the Task Force will monitor the implementation of the Recommendation and report
thereon to the Council with a view to assess its impact and ensure that it remains up to date.



THE COUNCIL,

HAVING REGARD to Article 5 b) of the Convention on the Organisation for Economic Cooperation and
Development of 14 December 1960;

HAVING REGARD to the Recommendation of the Council on Principles and Good Practices for Financial
Education and Awareness [OECD/LEGAL/0338]; the Recommendation of the Council on Consumer Dispute
Resolution and Redress [OECD/LEGAL/0356]; the Recommendation of the Council on Good Practices on
Financial Education and Awareness relating to Credit [OECD/LEGAL/0370]; the Recommendation of the
Council on High-Level Principles on Financial Consumer Protection (hereafter the “High-Level Principles”)
[OECD/LEGAL/0394], which have also been endorsed by the G20; the Recommendation of the Council on
Consumer Policy Decision Making [OECD/LEGAL/0403]; and the Recommendation of the Council on
Consumer Protection in Electronic E-Commerce [OECD/LEGAL/0422];

HAVING REGARD to the significant developments in the size and nature of the consumer credit market
since the adoption of the Recommendation of the Council concerning Consumer Protection in the Field of
Consumer Credit [OECD/LEGAL/0150], which this Recommendation replaces;

CONSIDERING the importance of consumer credit for the financing of purchases of goods and services by
consumers and the development of new types of consumer credit and delivery channels which, in certain
cases, are outside the scope of regulations promulgated with a view to protecting consumers;

CONSIDERING that consumers are not generally well-informed about the terms and conditions of the
consumer credit contracts which they sign and that, in certain cases, they can be at risk of being deceived
by misleading or incomplete advertising or presentation of credit terms;

CONSIDERING that the High-Level Principles provide a comprehensive framework for financial consumer
protection regimes generally, but that there is a need for a more detailed Recommendation in relation to the
specific features and risks of consumer credit;

RECOGNISING that it is necessary to ensure a high standard of consumer information in connection with
consumer credit advertisements and consumer credit contracts, and to ensure consumers' economic
interests are appropriately protected by prohibiting or regulating in particular the use of certain practices or
clauses considered to be abusive or the recourse to the bill of exchange and the promissory note;

RECOGNISING that, as regards the provision of consumer credit, promoting responsible lending practices
are important in avoiding, as far as possible, repayment problems and resulting over-indebtedness, and
helping credit providers to ensure the suitability of the consumer credit product provided;

RECOGNISING further that it is necessary to ensure respect of fundamental rights as well as the protection
of individual privacy of consumers in the framework of consumer credit transactions and to ensure the means
of redress available to consumers by providing inexpensive and efficient procedures for solving disputes
concerning credit transactions;

CONSIDERING that consumers may be vulnerable in credit transactions due to a combination of their
personal characteristics (e.g. disability, age, gender, low income employment, low education or poor
linguistic proficiency), behavioural biases (e.g. overconfidence, information overload, impulsiveness,
cognitive limitations) and market conditions (e.g. unemployment) and thus particularly susceptible to
detriment;



On the proposal of the Committee on Financial Markets:

Legal, Requlatory and Supervisory Framework

. RECOMMENDS that Members and non-Members having adhered to this Recommendation
(hereafter the “Adherents”) design and implement an appropriate and proportionate legal, regulatory and
supervisory framework for financial consumer protection in relation to consumer credit, taking into account
the nature, scale and complexity of the consumer credit market and the specificities of the different consumer
credit products and market players. To this end, Adherents should have:

a) mechanisms in place, such as periodic reviews, to identify and address any gaps to either regulate
or supervise consumer credit firms, products and delivery channels.

b) the necessary tools to identify, control or mitigate significant consumer risks including in relation to
harmful, unsuitable and/or complex consumer credit products.

Role of Oversight Bodies

Il RECOMMENDS that Adherents establish one or more oversight bodies (i.e. a domestic public
authority responsible for the oversight of financial consumer protection) with a clear mandate to protect
consumers, powers pursuant to domestic laws to oversee market conduct activities, including powers to
issue and enforce decisions or rules by administrative means and to take corrective action where necessary.
To this end, Adherents should ensure that these oversight bodies:

a) have at their disposal a range of effective measures (including sanctions) for non-compliance by
providers of consumer credit and credit intermediaries (including where relevant their authorised
agents, noting that where regulated firms outsource activities to agents or other third parties, they
should retain appropriate responsibility for the acts and omissions of the third party).

b) have at their disposal a range of tools including, for example, surveillance, inspection of regulated
firms, handling complaints from citizens and investigation powers and have the ability to obtain
information from providers of consumer credit and credit intermediaries.

c) are capable of responding to technological innovation issues and developments effectively, while
maintaining appropriate safeguards and consumer protections.

d) where there are multiple oversight bodies with jurisdiction over consumer credit, ensure appropriate
cooperation to help avoid duplication and gaps in oversight.

Equitable and Fair Treatment of Consumers

M. RECOMMENDS that Adherents take the following measures with the aim of ensuring that there is
an equitable and fair treatment of consumers:

a) Embed principles of equitable and fair treatment of customers in all requirements regulating the
relationship between providers of consumer credit or credit intermediaries and consumers,
including as regards transparency (before, during and after the point of sale), advertising, advice
and other selling practices, remuneration, conflicts of interest, handling of arrears and defaults, and
corporate governance.

b) Prohibit or regulate door-to-door canvassing of consumer credit unconnected with the supply of
goods or services.

c) Provide for a cooling-off period (i.e. a period during which the consumer may withdraw from the
contract) in respect of all unsolicited credit sales and provide for a simple and inexpensive
procedure whereby the consumer may recover sums already paid.

d) Prohibit discrimination on grounds of sex, sexual orientation, marital status, nationality, religion,
race or colour in consumer credit transactions.



IV.

Prohibit or make null and void unfair contractual terms in consumer credit contracts, including but
not limited to the following:

i) clauses which require the borrower to give security of manifestly greater value than the
amount of his obligations under the credit contract;

ii) clauses which enable the creditor in cases where the consumer falls behind in his payments
to charge penalty rates of interest, where this violates applicable laws or other excessive
charges;

iii)  clauses which make the consumer in default of payment liable for excessive debt collection
charges;

iv) clauses imposing the obligation on the consumer, in the event of early repayment, to pay
the full amount of all future charges with no rebate where appropriate.

Establish a limited joint liability of creditor and seller where goods or services are financed by
consumer credit but are not supplied or are not in accordance with the sale contract.

Prohibit or regulate the use of bills of exchange and promissory note in consumer credit
transactions.

Identify the consumer characteristics (e.g. behavioural biases or vulnerabilities) that have the most
effect on the borrowing decisions that consumers make and which measures can be taken to
mitigate these effects.

Provide reasonable channels for consumers to submit claims, make complaints, seek redress and
not place unreasonable barriers on consumers’ ability to switch consumer credit provider or credit
intermediary.

Disclosure and transparency

RECOMMENDS that Adherents take measures to ensure that consumers are provided with

adequate information, irrespective of whether they are dealing with a credit provider or credit intermediary,
on the key features of the consumer credit offered or provided, in particular highlighting the fees, charges,
penalties and key risks. To this end, Adherents should:

a)

Require that all information, disclosures and other communications, irrespective of the manner or
channel in which credit is provided, is clear, accurate and not misleading, and is sufficient at all
stages of the relationship with the customer. Where appropriate, information, including technical
terms, should be adequately explained to the consumer.

Promote standardised pre-contractual and contractual disclosure where applicable and practicable
to facilitate comparison between consumer credit products and services of the same nature.

Embed an understanding, where appropriate, of consumer decision-making and behavioural
biases in the development of policies relating to disclosure requirements and/or alternative
approaches.

Introduce disclosure requirements to indicate the real cost of credit and/or annual percentage rate
of charge for credit in addition to the cash price in the case of instalment sales, or in addition to the
total amount of credit, in relation to all specific advertisements and pre-contractual information
relating to consumer credit, i.e. those which give details of the consumer credit transaction offered
and indicate any elements of the credit cost. Where relevant, the following elements should also
be provided:

i) Terms of repayment;

i) Any security that may be required.



e) Introduce disclosure requirements, in relation to consumer credit contracts, to indicate key
information relating to the contract including, but not limited to, the following:

i) Names and addresses of all the parties involved and, where applicable, licence or
registration details of the credit provider, authorised agent or other credit intermediary;

i) Annual rate of interest and any other charges for credit and/or annual percentage rate of
charge for credit, and if the law provides for it, any legal possibility of variation in the rate;

iiil) Amount of credit and/or any credit limits;
iv)  Where applicable, the total cost of credit and/or total amount to pay;
V) Terms of repayment (frequency, number and amount of repayments);

vi)  Statement of the consumer's rights as regards terminating the contract or effecting early
repayment without penalty;

vii)  Clear indication of the cooling-off period, where applicable, and how the consumer may
exercise such rights;

viii)  Particulars of any security required, if relevant and, if the law provides for it, the seller's or
the credit institution's right to repossess;

ix) Interest rate on arrears and adjustment procedures;
X) Consequences of default and default charges;
xi)  Availability of complaints handling and redress mechanisms;
xii)  Where relevant, details of the relevant oversight body;
xiii)  Additionally, in the case of credit contracts for the acquisition of goods or services,
- Existence of a link between the seller and the creditor, where applicable;
- Description of the goods and services;
- Cash price;
- Any differences in the terms offered to cash customers and credit customers;
xiv)  Additionally, in the case of credit cards and store cards:
- Limitation of the financial responsibility of the consumer for unauthorised use of a
credit card or store card if lost or stolen.

Financial Education and Awareness

V. RECOMMENDS that Adherents ensure the promotion of financial education and awareness and
that clear information on consumer protection, rights and responsibilities relating to credit is easily accessible
by consumers. To that effect, Adherents should develop appropriate mechanisms to help consumers,
especially consumers who may be vulnerable, develop the knowledge, skills and confidence to make
informed choices, know where to go for advice or assistance (including when they have debt problems), and
take effective action to improve their own financial well-being.

Responsible Business Conduct

VI. RECOMMENDS that Adherents take measures to promote responsible business conduct by credit
providers and credit intermediaries having due regard to the best interest of their customers, and prohibit
practices that may be misleading or abusive. Credit providers should be responsible and accountable for
the actions of their authorised agents. To this effect, Adherents could establish measures including but not
limited to the following:



a) Requirements relating to responsible lending in order to reduce the likelihood of repayment
problems and resulting over-indebtedness issues and to assist the credit provider to avoid miss-
selling, which would require providers of consumer credit to:

i) Ensure that a consumer's ability to meet relevant payment obligations is assessed before a
transaction is concluded, or before any significant increase in the amount of credit. The
assessment should be based on relevant and proportionate information regarding the
consumer, such as income and expenses, and the likely costs and risks of the credit. Credit
should not be granted if the credit is clearly not affordable by the consumer or is likely to
have a significant adverse effect on their overall financial situation.

i) Ensure that, where relevant, automated credit scoring models comply with data protection
requirements, that they appropriately weight all the relevant variables and provide for human
intervention, where appropriate, to mitigate against irresponsible or inappropriate lending
outcomes or automatic refusals.

b) Requirements relating to the features and characteristics of particular consumer credit products,
which would:

i) Require that providers of consumer credit implement adequate and proportionate processes
to ensure that consumer credit products are fit for the targeted groups of consumers.

ii) Allow oversight bodies to take action (for example through financial literacy initiatives,
amendments to regulatory or disclosure requirements, prohibitions or limits (for example
price caps as appropriate)) regarding the product design or the selling and marketing of
certain consumer credit products in response to identified risks that could significantly affect
consumers.

iiil) Require consumer credit providers or credit intermediaries to take into consideration, as
appropriate, the objectives, capabilities, behavioural biases and vulnerabilities of their
consumers when designing, marketing and distributing consumer credit products and
services or when advising on consumer credit products.

c) Requirements relating to the treatment of consumers who may be vulnerable or experiencing
financial difficulty, which would:

i) Require consumer credit providers have systems, policies and procedures in place to
provide consumers with timely and accurate information about their products, to
appropriately evaluate loss mitigation applications and to provide appropriate protections for
consumers overdue or falling behind in meeting their repayment obligations.

i) Introduce appropriate and proportionate protection measures for consumers who are over
indebted or who may be particularly vulnerable.

iiil) Require responsible business conduct covering activities relating to debt collection (for
example prohibiting creditors and debt collection agencies from claiming payment of debts
from persons other than the consumer, unless there is a legal basis for doing so).

Protection of Consumer Assets against Fraud and Misuse

VII. RECOMMENDS that Adherents take appropriate measures to protect consumers’ assets against
fraud, misappropriation and other types of misuse.

Protection of Consumer Data and Privacy

VIil. RECOMMENDS that Adherents take appropriate measures to protect the consumers’ data and
privacy rights. This includes consumers’ right to know what information has been collected about them by
credit reporting agencies, as well as consumer credit providers and credit intermediaries, to access it,
challenge it and to have it corrected if erroneous. To this end, Adherents should:



a) implement appropriate oversight arrangements of credit reporting agencies in order to ensure that
the information they hold and disclose is used exclusively for the purpose for which it was collected.

b) require credit reporting agencies to be made subject to authorisation (which could be withdrawn in
the event of abuse), where Adherents provide for administrative supervision of consumer credit
transactions.

Complaints Handling and Redress

IX. RECOMMENDS that Adherents take measures to ensure that consumers have access to adequate
complaints handling and redress mechanisms that are accessible, affordable, independent, fair,
accountable, timely and efficient. Such mechanisms should not impose unreasonable cost, delays or
burdens on consumers. To this end, Adherents should:

a) Require credit providers and credit intermediaries to provide consumers with clear and
understandable information on the complaints handling and redress procedures for internal and
external mechanisms, including alternative dispute resolution schemes.

b) Promote the reporting, analysis and publication of consumer complaints data relating to consumer
credit providers, in order to provide information to regulators and supervisors on how to improve
market conduct and help identify consumer risks, regulatory gaps, systemic irregularities in the
market and to assess the effectiveness of regulatory measures and compliance with laws and
regulations.

c) Establish civil, criminal or administrative sanctions for discrimination on grounds of sex, marital
status, religion, nationality, race or colour in the context of consumer credit transactions, and for
infringements of relevant regulations.

d) Give consumers the possibility of bringing a civil action for damages in order to obtain
compensation for monetary loss sustained or a conduct remedy as the result of the failure of a
credit provider or credit intermediary to fulfil its legal commitments.

e) Extend to consumer associations, if national procedures allow such an extension, the right to take
action in the courts in their own name when the collective interests of consumers are harmed.

f) Where there is no provision for the injunction procedure under civil law, consider whether it would
be possible to introduce this procedure into their legislation and enable consumers or consumer
associations to have recourse to it.

Competition

X. RECOMMENDS that Adherents promote competitive markets in order to provide consumers with
greater choice of consumer credit products and to create competitive pressure on credit providers to offer
competitive products, enhance innovation and maintain high service quality. Consumers should be able to
search, compare and, where appropriate, switch between consumer credit products and providers easily and
at reasonable and disclosed costs.

XI. INVITES the Secretary-General and Adherents to disseminate this Recommendation.
XIl. INVITES non-Adherents to take into account and adhere to this Recommendation.
XIIl. INSTRUCTS the Committee on Financial Markets, through the Task Force on Financial Consumer

Protection, to monitor the implementation of this Recommendation and to report thereon to the Council no
later than five years from its adoption and at least every ten years thereafter.
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“Additional information and statements are available in the Compendium of OECD Legal Instruments:
http://legalinstruments.oecd.org



About the OECD

The OECD is a unique forum where governments work together to address the economic, social and
environmental challenges of globalisation. The OECD is also at the forefront of efforts to understand
and to help governments respond to new developments and concerns, such as corporate governance,
the information economy and the challenges of an ageing population. The Organisation provides a
setting where governments can compare policy experiences, seek answers to common problems,
identify good practice and work to co-ordinate domestic and international policies.

The OECD Member countries are: Australia, Austria, Belgium, Canada, Chile, the Czech Repubilic,
Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Iceland, Ireland, Israel, Italy, Japan,
Korea, Latvia, Lithuania, Luxembourg, Mexico, the Netherlands, New Zealand, Norway, Poland,
Portugal, the Slovak Republic, Slovenia, Spain, Sweden, Switzerland, Turkey, the United Kingdom
and the United States. The European Union takes part in the work of the OECD.

OECD Legal Instruments

Since the creation of the OECD in 1961, around 450 substantive legal instruments have been
developed within its framework. These include OECD Acts (i.e. the Decisions and Recommendations
adopted by the OECD Council in accordance with the OECD Convention) and other legal instruments
developed within the OECD framework (e.g. Declarations, international agreements).

All substantive OECD legal instruments, whether in force or abrogated, are listed in the online
Compendium of OECD Legal Instruments. They are presented in five categories:

. Decisions: OECD legal instruments which are legally binding on all Members except those
which abstain at the time of adoption. While they are not international treaties, they entail the
same kind of legal obligations. Adherents are obliged to implement Decisions and must take
the measures necessary for such implementation.

. Recommendations: OECD legal instruments which are not legally binding but practice
accords them great moral force as representing the political will of Adherents. There is an
expectation that Adherents will do their utmost to fully implement a Recommendation. Thus,
Members which do not intend to do so usually abstain when a Recommendation is adopted,
although this is not required in legal terms.

. Declarations: OECD legal instruments which are prepared within the Organisation, generally
within a subsidiary body. They usually set general principles or long-term goals, have a
solemn character and are usually adopted at Ministerial meetings of the Council or of
committees of the Organisation.

. International Agreements: OECD legal instruments negotiated and concluded within the
framework of the Organisation. They are legally binding on the Parties.

. Arrangement, Understanding and Others: several ad hoc substantive legal instruments
have been developed within the OECD framework over time, such as the Arrangement on
Officially Supported Export Credits, the International Understanding on Maritime Transport
Principles and the Development Assistance Committee (DAC) Recommendations.



