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ACCJ’ Comments to
“Publication of The Draft of Cabinet Order Amending
Part of Enforcement Order of Money Lending Business Law”
and
“Publication of The Draft of Cabinet Office Regulations Amending
Part of Enforcement Regulations of Money Lending Business Law”

E H 1 /Comment 1

% - BES | EATHAIBE105 020 L FR105:0022  (F4BEREHIAT)
Subject clause | Articles 10-20 and 10-22 of Enforcement Regulations (taking
effect at the 4™ stage)

=87 EBE H ORA ORENEZ B L T 58, A
Comment BEDETCREH ZHERF T AT DO AR R AREETH -
B T ARTEAEMNEZRD BRI D0 LIEA
B DR ORI K EZ2 AT D Z L0 (T4
WD 34D 11 OFIEN BRI SN D&M L9
TTHY, FESZOMOAREEDOER, A (EHhE
ate) | BICHE G S OEMNTITR 2 ZICIRE
TRETEHLRNWEEZD,

Loans secured by mortgage on real properties owned by the
debtor, even if such properties are the debtor’s residence or
properties indispensable to sustain the debtor’s life, should be
excluded for the purpose of calculation of the maximum
principal amount subject to the limitation of one third of the
debtor’s annual income, as “loan contracts excluded from
individual loan” or “ loan contracts not jeopardizing
protection of individual customers”. The exclusion should not
be limited to loans to acquire land (including leasehold of the
land) and buildings, and to improve the properties.
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A debtor can make good use of his/her real properties by
mortgaging them and obtain financing at lower rates and for
longer terms. However, under the current proposal of the
Enforcement Regulations, the debtor cannot obtain any
financing from his/her own properties, unless the loan is so
called home mortgage or reform loan. As a result, the debtor
is forced to sell his/her properties. We suppose that the
purpose of the Enforcement Regulations is to prevent
consumers from losing their homes by excessive lendings.
However, given that consumers will be forced to sell their
properties before having appropriate access to financing, the
proposed Regulations are putting the cart before the horse.
Consumers’ access to safe credit options should be protected.

Also, we cannot find any reasonable ground in subjecting only
non-banks to this regulation, while other financial institutions
such as banks and life insurance companies are free from it.
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Loans executed in accordance with credit analysis based on
advanced underwriting methodologies and risk scoring
systems satisfying certain criteria should be included in the
definition of “loan contracts not jeopardizing protection of
individual customers,” and such loans should be exempt from
the loan amount limitation based on the customer’s annual

income.
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It is too rigid to limit the loan amount, solely relying on the
debtor’s annual income. In some cases, it may overly limit
the availability of credit, and prevent consumers’ access to
safe credit options. But on other cases, such rigid limitation
may be insufficient. Global underwriting practices illustrate
that income is only one of several factors important to assess a
borrower’s ability to service loan payments. Credit analysis
and underwriting should be performed, not rely solely on
annual income, which seems pre-modern technology, but by
scientific and statistically sound methodologies such as credit
scoring.
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Subject clause

Articles 13.1 of Enforcement Regulations (taking effect at the
2nd stage)
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For revolving products, many of required items under Article
17 can be omitted only if the interest rate is below the
limitation under Article 1.1 of the Interest Rate Restriction
Law. However, the purpose of Article 17.1 is to let debtors
know of detailed information on the terms of the loan. It is
unreasonable to differentiate the items to describe depending
on the interest rate level. Permissible omissions under Article
13.1 should apply to all loans, irrespective of the applicable
interest rates.

PR

Reason

LRtz M,

See above.
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