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Noteto readers:
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ICACl

Coalition des associations de
consommateurs du Québec

The “Coalition des associations de consommateursQ@iuébec”

Winner of the 2009 prize from the “Office de la f@ation du consommateur” for its credit and debtasg@ness
campaign “Dans la marge jusqu’au cou!” THE€oalition des associations de consommateurs du Qe (CACQ)
represents group of consumer association.

The mission of the CACQ is to promote the defehcermsumer rights at the national level. Promotargl defending
consumer rights represent an intervention approtiet aims for the full acknowledgement and appitwabf human
rights. This approach includes the promotion ohtigjto be recognized and actions meant to favoaifuh exercise of
existing rights. Bringing together groups inteexsin the collective defence of rights, the CAC4Z8ons include the
following defence of rights components: a non sujpg political action, social mobilization activés, representation
activities, and autonomous popular education, @luised on rights and democratic views.

Over the past 10 years, the CACQ has positionetf imd has represented consumers with respeaweral cases by
defending their rights. It is actively involvedthre fight for consumer deregulation, most notafhen concerned with
credit and indebtedness, and to protect accesgasanably priced energy for all citizens, espegifdk low revenue
citizens.

Contact information:

1600 De Lorimier

Montreal, Quebec, H2K 3W5

Telephone: 514-362-8623 toll free: 1-877-962-2227
Email: info@cacqg.ca

Website: www.cacq.ca

Members of the “Coalition des associations de caomsoateurs du Québec”

ACEF de la Péninsule ACEF Rive-Sud de Montréal C 88 Chicoutimi

ACEF de I'Outaouais APIC Céte-Nord SBC de Jonguié

ACEF de Québec CRIC de Port-Cartier SBP de La&MBzs-Saguenay
ACEF des Basses-Laurentides CIRCCO SBP des Source

ACEF des Bois-Francs Fonds Communautaire Des Qhena SBP de Saint-Félicien

ACEF du Haut-St-Laurent GRAPE Solutions Budges.Plu

ACEF du Sud-Ouest de Montréal SAAB de Charlevsix-E
ACEF Rimouski-Neigette et Mitis  Service budgéthare-Saint-Jean-Est
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INTRODUCTION

In Canada, consumer indebtedness has experiencedpmmential rate of growth. Since 1990,
according to Roger Sauvé of the “Institut Vanier ldefamille,” the indebtedness of Canadian
households has grown six times faster than the®emees, and in 2009, their debts represented
145% of their revenuésThis means that for each dollar earned, Canadiams spending $1.45.
The rate of indebtedness could possibly climb ufl#6% by 2012. Regarding salaries, the
tendencies observed in Canada show that they dyarmmmeasing slightly even though people are
working more. In fact, according to the “Centrétdde des niveaux de vie,” the number of hours
worked has increased by 37.4% between 1980 and. 2Bt industrialized countries that have
experienced an increase in productivity have searoreesponding salary hiKeThis has not
happened in Canada. The salaries have actualigaksmd between 1990 and 260&ven though
they have experienced a strong increase since 2al8jes are decreasing by 5 cents with respect
to the peak seen in 1994, and they are only 6Gsdggher than salaries were in 1994ccording

to the data from Sauveé, household income has seenaage increase of 11.6% since 1990 while
expenses have increased twice as quickly duringahee period (i.e., by 24.4%Meanwhile, the
cost of living is increasing and the consumers nfase the higher costs of goods and basic
services.

In such a situation, credit cards become a soluitomake ends meet. In their daily tasks, the
consumer associations have observed that houselaakidiquidity and use credit to meet their
basic needs while increasing their personal inadltges. In such circumstances, the number of
personal bankruptcies, the ultimate indebtednetisator, inevitably increases since credit overuse
is the principal cause of insolvency in Canfda. 2006, Canada registered the highest rate of
bankruptcy after the United-States (i.e., a rateethimes higher than in England and Wafes).

From 1968 to 2006, the number of insolvency casgistered with the “Bureau du surintendant des
faillites” (BSF) has seen a yearly 8.6 % incredde.

! Roger Sauvé) 'état actuel du budget de la famille canadienfapport 2009, Institut Vanier de la famillg,

2010), 3.

2 Bank of Canadaginancial system reviewDecember 2009).

® Andrew Sharpe, Jean-Francois Arsenault & Peteri$tar, The relationship between productivity and real wage
growth in Canada and OECD countries, 1961-2006 jnitled version(“Centre d’étude des niveaux de vie,” report #
2008-8, December 2008).

* Idem.

® Roger Sauvé) 'état actuel du budget de la famille canadienfRgpport 2008,"(“ Institut Vanier de la famillg,

2009), 13.

® Idem.

" Roger Sauvé) 'état actuel du budget de la famille canadien®spport 2008,"(“ Institut Vanier de la famillg,

2009), 9.

8 Janis SarrdRedressement économique : Comprendre I'augmemtationombre de propositions de consommateur
en vertu de la législation canadienne sur l'insdiViéé,” (“ Bureau du Surintendant des faillites,” Canada), 35.

° Jain RamseyDverindebtedness and Regulation of Consumer Crfediity “Regards croisés sur les enjeux
contemporains du droit de la consommatid€owansville, Yvon Blais Editor, 2005), 37.

19 Office of the Superintendent of Bankruptcy Cana@erview of Canadian Insolvency Statistics up t062Qindustry
Canada, 2007), 19.

Unsolicited Postal Credit Offers: Between Dream &Rty — EXECUTIVE SUMMARY Pagéof 25



This number increases significantly during an eooicccrisis. Between 2007 and 2008, an increase
of almost 14% was recorded by the BSF, and a peak experienced in 2008 with 123,234
insolvency cases. At that rate, Sauvé expectedtingber of insolvency cases to reach between
130,000 and 140,000 in 2089 In fact, Canada has received 158,441, whichessmts in increase
of almost 29% with respect to 2008.

Savings: athing of the past?

When household revenues do not suffice to paylf@xaenses, savings suffer. Savings in Quebec
and Canada have never been so low in the pastyweatrs. According to Sauvé, household
savings went from 13% in 1990 to less than 3% tiearend of 2008% In Quebec, data from the
“Institut de la statistique du Québec” show that thte of savings of Quebecers keeps decreasing.
It went from 4.7% in 2001 to 2% in 2067.

One of the roles of savings is mitigation in caseunexpected expenses. How do households
manage to face those expenses when they havecaibctio financial means? Credit cards appear
to play a role of “safety net” at the moment. Bome, credit being available at all times gives the
impression of financial security or of an additibsaurce of readily available income.

Easily available credit asthe culprit

While many factors may contribute to a person’sebtddness, including inadequate budgeting,
consumer habits and loss of employment, it is settaat credit cards play an important role as

well. In 2008, according to the data supplied iy €anadian Bankers Association, there were 68
million Visa and Mastercard credit cards in cir¢ida in Canada, representing a 93% increase in 10
years™* According to the Financial Consumer Agency of Gen@5% of Canadians have a credit

card and 58% have more than dne.

Credit cards are often cited as one of the maiseaof consumer overindebtedness. In 2006, the
type of debt cited most often by people presengimgimbursement or bankruptcy plan came from
debt contracted by credit cartfslt represented the most important source of odefitedness. In
fact, 89% of all debts came from credit catfls.

1 Office of the Superintendent of Bankruptcy Canadsglvency Statistics in Canada — 200@dustry Canada, 2007),
1.

12 Roger Sauvé 'état actuel du budget de la famille canadienfapport 2008,"(“ Institut Vanier de la famillé,
2009), 10.

13« |nstitut de la statistique du Québle¢Le Québec chiffres en main, édition 2009Governement of Quebec, March
2009), 38.

14 Canadian Bankers Associatidredit cards statistics - VISA & Mastercard, TablB 38 - PUBLIG (April 2009), 1.
!5 Financial Consumer Agenciondage général sur la connaissance, les attitugtde comportement des
consommateurs de services financief®ecember 2006), 10.

16 Office of the Superintendent of Bankrupttiyn survol des statistiques sur l'insolvabilité &ianada jusqu’en

2006,” (June 2007), 10.

7 Office of the Superintendent of Bankrupttiyn survol des statistiques sur l'insolvabilité &ianada jusqu’en

2006,” (June 2007), 10.
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CACQ members consider that easy access to craatiésnconsumers to accumulate more debt. In
fact, many researchers see a correlation betwesnaeaess to credit and consumer bankruptcy.

Consumers have a world of choice when comes tinselext a credit card. They are in fact highly
solicited by institutions offering credit cards thaunch important promotional campaigns to build
existing customer loyalty and to recruit new oriBEsis involves radio, television and newspaper
advertising as well as direct marketing activitsegh as direct mail advertising and telemarketing
campaigns. According to a survey completed byGA€Q in 2006 on the attitude of Quebecers
regarding solicitation, Quebecers receive 2.8 ucisedl postal credit offers per month, which
represents over 30 per yéarln consequence, the heavily marked presencestftitions offering
credit cards in the Canadian landscape contribwitd®ut a doubt to the easy access to credit.

Indebtedness: a shared responsibility

Canadians are known for their low level of underdiag of the workings of financial products and

credit. According to a general survey published?@6 by the Financial Consumer Agency of
Canada on the understanding, attitudes and belradi@onsumers regarding financial services, an
important portion of Canadian consumers show a twwnon existing level of understanding

regarding interest rates, the calculation of irger@and their responsibilities concerning credit
cards?® Disregard of how credit works and lack of knowledgf costs related to credit bring

consumers to use credit cards as an unplanned raebosowing money, therefore contributing to

the rise of indebtedness, according to the CACQs phts a focus on the importance of education
regarding personal finances, including budgeting aassolution to the increasing rate of

indebtedness.

However, the solutions must go beyond individuapomnsibilities as far as the institutions offering
credit cards share responsibility by facilitatirgg@ss to credit. We mean the social responsilaifity
the credit cards issuers. In that sense, the Cagrségency notes that a majority of Canadians
consider that debt problems come from a sharedonsdplity between the people who have
difficulties managing their personal finances ahe tredit issuers who grant credit too reaffily.
The CACQ goes further by saying this responsibifityot only that of the credit issuers, but also o
the federal and provincial governments whose respdity is to legislate credit approval in order
to establish adequate protections against consornemindebtedness. Until 2008, the favourable
economic situation allowed to relativize indebtexingrowth with that of the economy in general.
This is no longer the case given the present remeasd the consumer protection laws with respect
to variable credit which appear insufficient intthegards.

18 Consumer AgencyGonsumer Trend Repoftindustry Canada, 2005), 151.

19« Coalition des associations de consommateurs du&g{iéb’attitude des Québécois face & la sollicitaticur le
crédit,” ('Observateur, 2006).

% Financial Consumer Agency of Cana@&neral Survey on Consumers' Financial Awarenesiudes and
Behaviour,(December 2006), 15.

21 Consumer Agency;onsumer Trend Repoitindustry Canada, 2005), 159.
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Unsolicited postal credit offersput under the microscope

In light of the Canadian economical and legal ceistethis study targets one of the contributing
factors facilitating access to credit, publicitydapromotion, by taking a closer look at unsolicited
postal credit offers and by attempting to answegdlmain questions:

Which promotional techniques are used by creditéss to incite consumers to accept their offers?

To that end, the postal credit offers will be amaly in order to identify, describe and understand
the techniques used to positively influence thesoamers. Which slogans, phrases and key words
are most often used? How are the consumers comArge the offers vary according to the time of
the year?

Do credit offers incorporate all the informationgeired by the consumer to understand how the
offered credit works?

The informational content of those offers will bealysed in order to determine if the information
supplied to the consumer is sufficient and if theguage is simple and easy to understand. Do the
offers present all the information required by tdomsumer to make an informed decision? In what
order is the information provided? How much detajrovided in the information?

Do the offers respect federal and provincial legfisle standards?

In Canada, federal and provincial jurisdictions d@gtablished laws governing the issue of credit
cards. Each jurisdiction manages this sector acogrdo different authorities: the federal
government creates laws governing variable creidh vespect to its authority over banks, while
the provincial governments do as much as far asahéority on regulating contracts is concerned.
Do unsolicited credit offer mailings respect thesandards? It is important to note that some of the
main sections of the federal legislation reviewadthis document, most particularly the ones
relating to credit application forms, and certaroyincial laws bearing on loans against salaries, i
Ontario and Manitoba more precisely, have been detsince the collection and analysis of the
data presented herein.

As a means to inform and protect the consumers atalysis will present recommendations aimed
at the government, the credit issuers, and theuroess.
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PRESENTING THE RESULTS BASED ON QUESTIONS ASKED AT THE
ONSET OF THE RESEARCH PROJECT

Which promotional techniques are used by the isyinstitutions to seduce the consumers?

Aesthetically pleasing, the postal credit offere @fain while focusing on certain promotional
aspects. What follows is a quick review of the moets used.

Theenvelop

To capture the attention of the consumer, moshefpostal offers that were reviewed were sent in
envelopes on which slogans, advertising messaggss land other catchy graphic elements were
printed. In direct marketing, the envelope is cdaed a primordial element since it must incite
the consumer to open the mail and read its coAteBhe offer out of two contained a stamped
response envelope, a technique regularly usedectdinarketing. Such an envelope would appear
to significantly increase the response rate ofractlimail campaigh® We assume that it aims to
facilitate the consumer’s task.

The promotional letter

A promotional letter is also used by almost alltteé offers that were analysed. It is written in a
clear, concise and direct editorial style. The gedterally requires a low literacy level (i.e., that
can be understood by people with a grade scholiigbr school education). Everything is set so as
to facilitate reading: the texts are structurechgssub-titles and bullet points, and the important
promotional elements are underlined using color laold characters. The font used is sufficiently
large (11.3 points on average) to facilitate regdin

The majority of promotional letters use persondlisatechniques. Incorporating the first name,
last name, the address, and even some of the censupank data also appears to be a technique
that increases resporiée

The pitch

The arguments used in the promotional letter fdoss and foremost on valorizing the consumer.
This technique calls upon personalisation of tHerpfamong other techniques, which requires a
very good knowledge base of the targeted consumethe part of the institutions in order to

properly adapt the product offered and generataltp$® The institutions achieves that using target

22 Rémi-Pierre HeudeGuide de la communication pour I'entreprisg§Maxima, Laurent du Mesnil - editor, 2005),
168.

% |dem

2 Rémi-Pierre Heudé¢Guide de la communication pour I'entreprisgMaxima, Laurent du Mesnil - editor, 2005),
178.

% Marc Vandercammen, Nelly Jospin-Pernég tistribution? (EditionsDe Boeck, 2005452.
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market segmentation techniques that allow to atelyraetermine the preferences, needs, desires,
values, expectations, lifestyles and socio-econammézacteristics of the targeted consuniers.

This valorization can take several forms. Herezafew examples:

» Respond to or incite the consumer’s needs andedeisira technique observed in 62% of
all cases. The consumer is encouraged to takeatioagcto travel or to undertake home
improvements. It is also suggested to pay houseledpenses (rent, groceries,
electricity, and dental bills) using the offeredguct. Credit is presented as a solution to
common problems such as the replacement of largkaapes or the payment of a car
loan or other debt.

* In 88% of studied cases, we note the presence ekecutive’s signature to generate a
sentiment of importance and to inspire confidenith tihe consumer.

e In 29% of all cases, the pitch refers to the neeldeiong to a group by stipulating that
the offer is meant exclusively for the issuing camgs clients.

» 20% of all offers count on social and personal essdy mentioning that the consumer
is a client in excellent standing, that he is pduthe elite or that he was selected in view
of his excellent credit rating.

* In 21% of all offers that were studied, the pitapitalizes on periods throughout the
year that are deemed critical from a consumer esgeerstandpoint such as back to
school and the year’s end holidays.

» A focus is placed on reward programs (in 44% ofcales studied) such as Air Miles
and Aeroplan in order to attract and retain consumglty. A consumer already using
these programs is likely to show greater inteneghe offer if it allows him to increase
his capacity to accumulate points. Also, he mighttémpted to use the credit product
more regularly and make more purchases. This arnrgtease the client’s value, which
is one of the objectives of loyalty progreihs

All those valorization elements are put in place aict upon the consumer’'s emotions and
impulsiveness. In fact, presenting the product aseans of direct access to happiness, to a social
status, or as a well-earned reward, is a stratéigy @ncountered in advertising pitches. This type
of pitch is meant to rationalise and legitimize irtgive purchase€

The arguments used can also focus on periods thootighe year that are critical for the consumer
in terms of expenses such as back to school drttidays. A focus can also be placed on reward
programs such as Air Miles and Aeroplan in orderattsact and retain consumer loyalty. A
consumer already using these programs is likehtiaw greater interest in the offer if it allows him
to increase his capacity to accumulate points. Atgomight be tempted to use the credit product

26 Danielle Maisonneuve Les relations publiques : le syndrome de la cag€ataday” (Presses de I'Université du
Québec, 2004), 61.

27 C Benavent, L. Meyer-WaardetProgrammes de fidélisation : Stratégies et praggy’ (Revue Francaise de
Marketing, 197(2/5), 2004), 95-116.

2 Annie Bonnefont, Magali GiraudRéflexion sur le lien entre achat impulsif et mteede communicatigh
(conference, University of Toulouse |, 2002).
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more regularly and make more purchases. This annsctease the client’s value, which is one of
the objectives of loyalty programs.

Easy accessto the offered product

However, one of the most significant characterssti¢ the offers that were studied is the easy
access to credit products. Consumers have a teptieavail themselves to the quickest and easiest
ways of getting what they desire. As a consequeoreemotional strategies tend to use techniques
that render purchasing goods and services as egsysaible® Direct-mail advertising consists in
sending out massive amounts of advertising flylersugh the mail or by email in order to obtain a
quick response. It is one of those techniques rireatage to reach the consumer directly into his
home. The recipient therefore doesn’t have to ldagehome, which is a factor that considerably
facilitates the sale of a product. In the casehef affers that were studied, ease of access to the
credit product is often underlined using an actinessage inciting the consumer to obtain the
product quickly. Let us also note the pluralitytbé methods made available to the consumer to
obtain the product (Internet, telephone, attactwthf postage-paid return envelope, fax), which
also facilitates action.

The pitch presenting credit as a solution to indebtedness

However, the arguments used to present credit sdudion to debt is the most worrisome point
from a consumer protection standpoint. The follapamguments are very explicit in that regard:

*  “We can help you to easily restore your credit.”
* “Approval is guaranteed even if you've experienceztlit problems in the past.”
* “Do not miss out on this opportunity to rebuild yawedit.”

This type of argument is adapted in response tpitagent climate of economic crisis by targeting a
specific sentiment: the consumer’s anguish overingao deal with existing debts, the
multiplication of his credit obligations, his unaddsed basis needs, non existing savings,
unexpected expenses, urgent family obligations, theddesire to maintain a certain lifestyle. As
some offers mention, “Who wouldn’t want to pay ®ssr “who wouldn’t want to save more?”
Quite often, the arguments do not leave it at tdtile the offers suggest to some consumers to
solve their debt problems by getting an additiacraldit product, the offers also present this new
credit product as a means of spoiling the consupasfing for the necessities, and to consume even
more. By targeting a clientele that’'s already irtéddbby presenting credit as a means of resolving
that problem, and by inciting the consumer to pasehthings using credit, those offers contribute
to the explosion of the risks of overindebtedness.

% C. Benavent, L. Meyer-WaardefProgrammes de fidélisation : Stratégies et praggy (Revue Francaise de
Marketing, 197(2/5), 2004), 95-116.
30 Jacques Pelletier, Raymond P. Dubo@pthmercant futé (Montreal, Observator Phenicia, 2002), 165.
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Is the information required to provide an understding of how credit works included in the
offers?

Information presentation

Although the promotional content is written in &al language using a sufficiently large font to
facilitate reading, the information incorporatetbithe promotion deals first and foremost with the
promotional characteristics of the product, suchtles reduced interest rate, the nonexistent
administrative fees, and the rewards. That infoionats often only partially disclosed. For
example, a promotion that focuses on a reducedestteate does not indicate the regular interest
rate applicable after the end of the promotionalgge or the terms and conditions to be met in
order to benefit from the reduced rate. That infation is often found on another page, printed in a
smaller font, and written in a more complex languag

Prioritization of theinformation types

It has been observed that the information geneeadlyears to be presented in an order of priority
that ensures the first page is almost exclusiveduor promotion, while the terms and conditions,
when present, are generally presented on pagertiee.

Presentation of theinfor mation

We also notice that the information regarding hoed@t works is not presented in as attractive a
fashion, and it is generally printed using smalarecters (8.5 points on average), which makes
reading harder. The two types of information de® gresented differently as far as text density
(space between letters) is concerned. The letterglaser together in text explaining how credit
works.

Font size
* Promotional information: 11.3 points
= Credit terms information: 8.5 points

Text density (spacing between letters)
»= Promotional information: 2.13 points
= Credit terms information: 1.77 point

However, we must note that new federal legislatimat came into effect in January 2010 requires
that all information be presented using an easg#ot font (i.e., at least 12 points, using bold for
tittes and numbers, most notable for interest ratekys, dates and amounts; and at least 10 points
for all other text)**

%1 DORS/2001-101, Sec. 6 (2,4).
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I nfor mation fragmentation

The information on how credit works is often fragrtezl (i.e., disseminated throughout the text),
which adds additional obstacles to gaining a aeaerstanding of the process.

= Average of 5.4 notes as page footer.
= Average of 8.9 notes at the end of the document.

L anguage level used

Although those obstacles are considered to be itapbrthey do not represent the main obstacle to
grasping a good understanding of how credit wofatording to the CACQ, the language level
used to explain credit terms represents the greatesstraint. If the promotional information is
meant for people with a low literacy level, theamhation on how credit works is presented using a
more complex language level meant for people bengfirom a higher literacy level.

* In 53% of studied offers, the promotional infornoatis aimed at people with a low level of
literacy (level 2)*

* In 72% of all cases, the information on how credirks is written for people with literacy
level 3 (minimum convenient} In 28% of all cases, a level 4 (i.e., superioreiguired®

Making an infor med decision

If a consumer only reads the promotional sectioramfoffer (such as appears on the first page,
which is easy to read and presented in a structatdiéctive manner), he will not be exposed to
information that would have allowed him to undenstdhe terms of the offered creditQ65. Also,
even if he reads the rest of the information, hey mat understand fully due to information
fragmentation and the literacy level used. Thiglifig is worrisome for the consumer given the
possible consequences. All those obstacles torgaemiproper understanding of the product give
reason to doubt that the information will be untilsyd and therefore taken into consideration when
making an informed decision that might lead to itragproval or rejection.

Do postal credit offer meet provincial and fedelafyislation?

FEDERAL LEGISLATION

In Canada, the laws governing postal credit saliicih are listed under th€ost of Borrowing
(Banks) Regulation®f the Bank Act Following the evaluation of the data gatheredirdur

conformance evaluation, it appears that only 31%hefoffers that had to conform (189) met all
requirements listed under ti@ost of Borrowing Regulationd4ost of the non conforming offers

32 Level 2: the person can only read simple, explésit associated with simple tasks. This level &oakted with a
low level of competency.

33 Level 3: represents the approximate level for detimm high school studies and an initiation toesigr level
studies. As for higher levels, it requires the céyao integrate various sources of informatiomwl &m resolve more
complex problems.

34 Level 4: the person displays mastery of superifarmation processing skills.
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were offers for transfers and advances againsittccadds (94%), and credit card offers (71%).
Among the studied samples, they were mostly offessged by Capital One (100%), RBC (100%),
and MBNA (97%). Principally, the offers studied dot conform to 2 regulations. One deals with
provisions over publicity on margins and creditdsa(Sections 21 and 22), which specify that the
offers must indicate the interest rate in effecthat time of the advertising. The other deals with
standard regarding the application form (Sectionviilich requires companies to supply a toll-free
number if the mandatory information is not proviaedthe form.

If this high level of noncompliance appearsimportant at first glance, the CACQ feelsthat the
situation is not critical as such. In fact, provisions regarding the interest ratesin effect at the
moment of the advertising appear to be a piece of information that can be easily rectified by
the issuing ingtitutions. Also, when the mandatory information that must appear on forms is
concer ned, the new federal regulation should be able to resolve the situation by removing the
option for atoll-free number asan alter native to listing the mandatory infor mation.

PROVINCIAL LEGISLATION

Most Canadian provinces have adapted their lemslatvith respect to federal laws. New
Brunswick, Newfoundland, Nova Scotia, Prince Edwistdnd, Saskatchewan, Alberta and British
Columbia had not introduced any complimentary legisn to existing federal laws at the time of
this study.

As far as other provinces are concerned (such &sri@mwhich have additional regulations on top
of federal laws, or Quebec which has specific ratjohs), the rate of compliance is far from
satisfactory. In Ontario, 71 % of the offers do comply. In Quebec, noncompliance reaches 97 %.
In the opinion of the CACQ, those results are weoyrisome from the perspective that provincial
regulations aim to provide additional protectiortie consumers.

Quebec

In Quebec, 69 offers were received and evaluated.ré&sults reveal that 97% of those offers do no
comply with the requirements of tHéonsumer Protection Act In general, the offers do not
conform due to the fact that they do not respdcbfathe provisions listed under the regulations
governing publicity: noncompliance to the requiraemplan for the credit rate (75%), and to the
terms and conditions of credit (63%). More tharf (8%) did not comply due to the incitation to
procure goods or services using credit, which isillegal practice. All the credit card offers
(100%), loan offers (100%), balance transfer arghvance offers (100%) do not comply with
Quebec regulations. The nonconforming offers come fnine issuing companf@out of ten. One
company (HSBC) complies with all legal requiremeiiewever, only one offer coming from that
company could be studied. It was an offer for aitr@argin.

Ontario

In that province, 51 postal credit offers were reeg by our participants. In general, the study
reveals that 29% of the credit offers comply withtario Legislation 17/05The offers that did not

35 American Express, Scotia Bank, CIBC, Citi financlaésjardins, MBNA, RBC, Sears, Ultramar.
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comply showed noncompliance with respect to thesleagarding solicitation. They did not contain
at least one of the four elements required by 8edR (3). They consisted mostly of credit card
offers (75%) and of balance transfer and cash asvaffers (100%). They were issued almost
exclusively by (100%), MBNA (100%), and RBC (100%).

Incitation to procure goods and services througtetiise of credit

In Canada, Quebec is the only province with regamatgoverning the incitation to purchase goods
using credit. Unfortunately, we have noticed thas regulation is not being respected very well.
Out of the 69 offers from Quebec that were reviewk (58%) did not comply. The tendency to
incite usage of credit to procure goods and sesvadso appears to be a recurring technique used in
the offers coming from the other provinces. Outled 121 offers that were reviewed, 54 (45%)
used some form of incitation to use credit for pasing goods and services. Even though
legislation formally prohibiting such practices prxists in Quebec, we are forced to note that it
has very little effect in curtailing the industrytendency to incite consumers to use credit to buy
goods and services. In fact, the rate of noncompéian Quebec was higher than anywhere else in
Canada in our sampling. The prohibition to incib@sumers to use credit to buy goods and services
is based on the influence of consumer impulsivilhwegards to credit transactions. This Quebec
regulation is the only one that targets debt anerindebtedness prevention. In that perspective,
uniformity of this legislation, coupled with oth@rovisions governing credit solicitation, would
make an important difference in the protection@misumers (as long as the law is enforced and that
sanctions are appropriate for the violations).

A LACK OF LEGISLATION

Even though the rate of conformance is deplorablthex federal level as well as the provincial
level, another major problem is of concern to th&CQ): lack of legislation. If we consider the
ensemble of all federal and provincial laws govegnpostal credit offers, we believe that they are
insufficient in general to help the consumer maikermed decisions. In fact, the law still allows an
institution to disclose as little as possible wistdl being within the permitted limits. Accordirg

the CACQ, to allow institutions to decide whethenot to disclose certain information represents a
major obstacle to clear decision making. Suclslagon provisions are not to the advantage of the
consumer and do not help him build a sense of resbitity.

Also, certain current practices are not governezhadtely (and sometimes not at all), whether it is
at the provincial or at the federal level. We aeéeming to promotional activities that target
retention of client loyalty (i.e., credit limit ineases and additional cards offers made to existing
clients), and reward program announcements (coadits that permit the accumulation of points).
Whether it is because certain practices are nevbeoause laws are not being updated regularly,
and rarely go through a global consolidation, thgctive to protect the consumer is not achieved.
In fact, both federal and provincial laws remailersi regarding the marketing strategies that credit
institutions can use. Also, the actual governasfdbe law over postal credit offers does not edten
to the ensemble of the offers analysed duringghidy. The law is silent when it comes to certain
types of offers while other offers benefit from tolving nature of the various credit practices in
order to avoid legal characterization.
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Loans against salaries

Although not covered by this study, those offers part of the Canadian financial landscape and
benefit from the absence of explicit federal retafes governing them. At the provincial level,
legislation governing loans against salaries ha&n e place in Ontario and in Manitoba for some
time, and some include provisions covering adviedis Note, however, that following data
collection during this study, a new element conceyrthe limit of the cost of borrowing has been
modified. However, the offers of loans against satatarget a specific need (small, short term
loans)without having to disclose any of the future obligations regarding the credit offered.
According to the CACQ, offering short term loans against salaries under conditions and rates

set at the limits of legality represents a considerable risk of overindebtedness. We can only
denounce the absence or insufficiency of explicit regulations governing this type of
solicitation.

Limited duration reduced rate credit offers

Given our previous position on limited duration uedd rate credibffers and the fact that they do
not fall under the authority of regulations regaglinterest-free periods, we can only underline the
legal gap in that area. Without any specific retjofes, clients already affected by indebtedness
become even more vulnerable. Attracted by the piisgiof debt consolidation, clients risk getting
mired in overindebtedness in the months followicgegptance of this new credit. In fact, reduced
rate offers - usually being short duration offerghwery high credit limits - can aggravate
consumer debt dramatically especially if we consit@w difficult to understand the information
that might help the consumer make an informed decieally is. It is important for the consumer
to be aware of the limits of this type of offer tably the real effect duration of the reduced ieser
rate, the conditions applying to retroactive insgse(if applicable), and the standard interest rate
applicable after the end of the reduced rate pefiibés information is essential for the consumer to
be able to make an informed decision; in conseqienhshould be mandatory.

Offers made to existing clients

Whether it is for offers of superior cards or faldnce transfers/cash advances, it is difficult to
define which regulations apply to that type of @red/hich regulations de facto apply to activities
targeting retention of client loyalty? Must the aoomications between the issuing institution and
the existing clients be regulated closely? We keligo. Once solicitation takes place with the goal
of inciting consumers to use credit (new or exgfirthe overindebtedness stakes persist. Within
the framework of our study, it appears evident that grey area regarding the applicability of
regulations concerning postal credit offers bendfie issuing institutions. Those institutions fail
disclose the credit information related to the cacttand depend greatly on the incitation to obtain
goods and services and resolve debt problems thrdlg use of credit. The techniques used
(absence of mandatory information, sending readyetcashed cheques, interdiction to use those
cheques to pay balances due at higher rates freradime institution, and targeting annual periods
possibly involving greater expenditures) are natagoed at all by existing laws.
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Activities targeting retention of client loyalty

Regarding offers of balance transfers and cashragga(which we treat as attempts to secure
consumer loyalty), we observe a proliferation affspractices. Other offers used to maintain client
loyalty or attract new customers can also includeewards program (in partnership with an
organisation such as Air Miles or other organisaiaising points such as HBC), cash-back
rewards, partnership programs with associated coiepda gas company, for example), or any
other types of advantages such as contests, affesgperior cards, free gifts, etc. There are no
regulations presently in place to govern such prest This discrepancy needs to be noted for
several reasons. Firstly, the larger number ofntlieyalty programs probably justify themselves
due to their positive industry fallouts. Competitics fierce and the tools used to secure client
loyalty must be innovative, attractive, and effitie However, the reality is different for the
consumers. The loyalty processes become intrilhsitiaked to consumerism through credit.
Attracted by the possibilities of bonuses, giftsd aewards, the consumer can loose sight of how
these are attached to his use of credit. The regskge of credit cards to purchase milk or pay the
phone bill with the intent of winning a contest arcumulating future rewards runs the risk of
trivialising a financial transaction with indebtexhs potential while minimizing the consequences
for the consumer, for his habits, and financiaigations.
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CONCLUSION

According to the census analysis grid completethbyCACQ, our study shows that the majority of
postal credit offers does not comply with federad @rovincial regulations that were in effect & th
time of the study. Those provisions were neversefait in place to protect the consumers. From a
marketing point of view, our study confirms thae thromotional techniques used by credit card
companies are no different from the techniquesmecended by direct mail specialists for any type
of goods and services or companies. However, ciedibt a consumer product like the others. It is
a powerful financial tool that is difficult to ma&st Also, the present economical climate in Canada
and throughout the world clearly shows that creditducts can have severe consequences on the
lives of consumers, including, most notably, oveeibtedness which can cause additional physical
and mental health repercussidfAsirom a perspective aimed at fighting overindebésdnand at
protecting consumers, a question needs to be askedt we offer credit products the same way
other consumer goods are being offered to the coess? This question bears closer scrutiny
regarding the responsibility regarding the fighhiagt overindebtedness.

The fight against overindebtedness: a shared resgbitity
Individual responsibility

The fight against overindebtedness does not exciondigidual responsibility. The consumer is
responsible for his choices and actions. Givendghagy access to schooling in Canada, we can
assume consumers are capable of making informediaies concerning their personal financial
situation and the usage of credibwever, the study shows that while the promotional messages
contained in the offers are written using a clear, concise language, and a simple vocabulary,

the credit information supplied is difficult to interpret even for our analysts who are
specialists in the area of consumerism and for the other experts consulted. For example, the
mandatory information concerning the terms and tmms is fragmented and so spread out that it
is lost in a sea of information. This might account some extent for the low level of
comprehension of Canadian consumers regarding rigggponsibilities when it comes to credit and
its associated cost§ Regarding this subject, a study conducted by thee@iment Accountability
Office in the United States (GAO, 2006) explains very weis problem that also exists in other
countries. According to this study, the informattbat issuing institutions must disclose as reglire
by the law is not clearly explained and difficildtunderstand. As a consequence, the consumers do
not fully grasp the meaning of what they read ahdrdfore agree to a contract without
understanding the associated costs and its workings

The postal credit offers, as they are presentediyaddake the consumer’s capacity for judgement
into consideration. Even though this study did sppcifically determine whether or not the postal
credit offers had an impact on consumer impulsigseng clearly shows that promotional
strategies used capitalise on consumer emotiveness and impulsivity. This fact underlines the

36 “Coalition des associations de consommateu@uitbec,Enquéte sur les conséquences de I'endettemenasur
santé des consommateur$2008).

37 Financial Consumer Agency of Cana@aneral Survey on Consumers' Financial Awarenetgudes and
Behaviour (December 2006), 15.

38 United States Government Accountability Offit@redit Cards: Increased Complexity in Rates anesHéeightens
Need for More Effective Disclosures to Consumerghttp://www.gao.gov/new.items/d06929.pd{September 2006).
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importance of literacy and education in personal financial matters, including budgeting, as
part of the solution to increasing debts.

Social responsibilities of issuing institutions

Given the quantity of solicitation material thatsveompiled and the amount and quality of the
documents that were posted, we can suppose tharensrked intention within the institutions to
reach existing or potential clients through posalicitation and that considerable amounts are
invested in those promotional activities. Accordinga guide published in 2008 by the Ministry of
Economic Development, Innovation and Export Tradeaverage of 3.5% of total annual sales are
invested in advertising activities by Quebec erntees (all sectors) every yefrin consequence, it
would be surprising if this important investmentsia profitable for the credit card institutions.

What about the consumer’s own interest, then? Tieuats involved for the consumer are
considerable as well, whether it is regarding treglit limits offered, the total indebtedness leyels
or the additional costs associated with creditvéf factor in the attractive promotional techniques
and the difficulty experienced in understanding howedit work, we can suppose that the
consumer’s interests and any notion of social nesibdity are not being considered in the
promotional activities of the issuing companies.

Still, according to a CACQ survey of Quebec conssmeho had already accepted unsolicited
credit offers, 57% of respondents thought the famrinstitution had reviewed their credit standing
and deemed them capable of taking on extra debtrdeffering them additional credit. In almost

half of the cases (45%), the average amount ofitcgeainted was $8,079. Let us note that 14% of
respondents were granted a credit limit over $1®(@% for $20,000 or more and 1% for

$100,000 or more¥’

Even though no determination was made concerniagptissible focus of issuing companies on
highly indebted consumers, we can still ask oueselthe question given the high credit limits
offered to consumers. We can also question whywuoass believe the opposite. Is it because the
offers are addressed to their attention? Because dle told they were selected in view of their
excellent client status? That they are part ofahe? Or is it because of their excellent credit?
According to the CACQ, the sales pitch is not irssiive to the consumer’s perception of the
issuing institutions’ social responsibilities. lhat context, the CACQ feels that the issuing
institutions should take the consumer’s debt cdpiaisi before offering new credit or a limit
increase for an existing product.

It might be appropriate to note that Section 9haf hewCode of Conducbf the Canadian Debit
and Credit industry that came into effect on May 281d" addresses the issue to a limited extent
by including some restrictions regarding approvamore expensive forms of credit. In fact, the
Code stipulates that privilege cards, generallytporating higher annual fees and interchange
rates, can only be issued to consumers who redest or who give their consent AND whose

39 “Ministére du Développement économique, de I'lnrtmraet de I'Exportation du Québec,Gtiide de planification
d’'une campagne de communicatibf2008), 14.

40 «Coalition des associations de consommateurs dtb€” ‘L'impact des offres de crédit non sollicitées s |
consommateurs(survey completed by I'Observateur, April 2010).

41 http://www.fin.gc.ca/n10/data/10-049_1-fra.asp
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revenues and/or expenses were evaluated as adiuodta certain threshold. The CACQ considers
that this provision is insufficient since generegdit cards - not privilege cards - are identifaei
the cause of consumer overindebtedness. This neatiwwever, does have the merit of
demonstrating the capacity of the issuing instiugi to complete a rigorous analysis of the
consumer’s debt capacity. Let us note once agah ttie majority of Canadians consider the
problem of indebtedness to be a shared respomgibiéitween the individuals who experience
financial difficulties and the financial companigho grand credit too readify.

Also, one of the solutions to debt is consumer ation on financial matters. On that subject, it is
important to note that issuing institutions offeonm and more educational material regarding
financial matters, whether it is through their wiedss brochures or information sessions in schools.
(Examples: Desjardins in Quebec high schools, and8ankers Association retirees in schools
elsewhere in Canada.) Since those institutions adoh of profit thanks to credit products, it only
shows responsibility on their part to use somehokeé profits to educate the consumers regarding
personal finances. However, the following questi@garding objectivity arises: can issuing
institution still sell the financial products whifeaintaining an objective educative role in mattdrs
personal finances while still upholding their oltjees of product retention and customer loyalty?
Given the quality of the credit information matéiiacluded in the postal credit offer, the CACQ
doubts it. In the opinion of the CACQ, in orderitsure a certain neutrality for the educative
activities, the government should allocate foundis the creation of an education program on
personal finances. A certain percentage of theireddunds should come from the assets of the
issuing institutions and ownership of those edwueatctivities should be given to organisations
with no monetary interest in those activities. Thisuld allow those institutions to put their
financial education and social implication desime® concrete form while distancing them from
any possible implications of subjectivity.

According to the CACQ, if the credit institutiontap a major role in consumer indebtedness by
granting credit too readily and without regardshie consumer’s debt capacity, they should share
the responsibilities in terms of costs. This sharest idea was also proposed in tRapport sur la
protection du consommateur de crégitoduced by the Office de la protection du consommateur”
published in March 1995. The report considers thatrindebtedness represents an “intrinsic
incident” to credit and that the industry shoulalfectively contribute to its remedy, namely in
assuming its cost'®> One of the solutions proposed in the report, Suemthat institutions assume
their social responsibility with respect to fighgimverindebtedness, is to make them financially
support the consumer associations that offer bintgebnsultation servicé$.Also, according to a
report prepared by Jacques St-Amant on the histbrgredit supervision in Quebec, a similar
practice would have already existed in Quebec enplast: “Up until 1977 or 1978, “Mouvement
Desjardins” consented to give 1/306f one percent of its assets to the ACEF’s; tigie@ment
ended after the ACEF convention in 1977 which marke(brief) radicalization of the ACEF’s
orientation that “Mouvement Desjardins” apparermlig not feel it could support. Considering that
in 2007 the total assets of “Mouvement Desjardingre in excess of 144 billion dollars, the
contribution today would amount to the order of esewmillion dollars.*® However, the CACQ

42 Office of Consumer Affairs, “Rapport sur les tendesien consommation,” (Industry Canada, 2005), 159.
3 St-Amant, “Le métier de Pénélope : I'encadrementrédit au Québec depuis 1978,” (July 2008), 24.

* |dem 27.

45 Idem.
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believes that direct financial support from finalanstitutions might affect the objectivity of the
consumer rights groups. This is why the option gbgernment-run fund appears more appropriate
for all concerned. An independent personal finaedecation fund would maintain the autonomy
and integrity of the consumer associations. Al$g financial institutions would not have to
“support” the political orientations of those agations. Finally, no doubt could be cast over the
objectivity of the educational content presenteddhools or elsewhere.

Governmental responsibility

In order to be able to make an informed decisigyaréing his actual needs, the consumer must
have access to all the elements that will allow tonunderstand the conditions, the stakes and his
obligations. Although education plays a primordule in this decision-making process, it is not
the only element to be taken into consideratiorthBbe federal and provincial governments share
some of the responsibility in the fight against mavéebtedness by passing laws that protect
consumers with respect to credit. Laws that wontwiporate the notion of social responsibility for
the issuing institutions, such as granting cresliadunction of the consumer’s debt capacity, tgkin
into account all their existing debts, and othevdgoroviding a framework for all commercial
activities related to solicitation and publicityr foredit. Canada has been introducing legal reforms
concerning credit over the past few years aimednateasing consumer protection. Quebec
presently works on actualizing the provisions conitgy credit in itsConsumer Protection AcThe
CACQ feels it would be desirable for all those raie to share a common vision and orientation
within the perspective of fighting consumer oveghtedness. The challenge is considerable and it
involves the governance of promotional activitiesgostal credit offers using legal provisions.(i.e

to harmonize existing laws). The various provin@ald federal laws share some common traits.
However, confusion does arise out of the smallildetaund in their differences. The terminology
used is not uniform, and jurisdiction varies. lie&sy to get confused over the definitions of ¢redi
practices. The industry can comply “by defaultrégulations, most notably when the laws allows
to inform the consumer or not. Also, out of all tlregulations that were reviewed, we note that
some do not grant the same level of importancé&éocbnsumer. Given that it aims to protect the
consumer, the primary objective of any legislatioust be to ensure real access to consistent, clear
and universal information. By granting free chdicghe industry to disclose information regarding
the consumer’s future obligations, or by minimiziagdiluting the industry’s obligations, or by
rendering the conditions so complex that even coesism specialists have difficulty defining their
scope or signification, consumers will not be pcted adequately and will not be able to make
informed decisions

As an alternative, legislators can and should wetee concerning the promotional strategies being
used in order to help limit overindebtedness of &ian consumers. Presently, nothing prohibits
institutions from sending out massive quantitieci@dit offers to consumers. Except for Quebec,
no other province provides a framework to govem dhguments of those promotions. Enterprises
are free to use multiple promotional techniqguedisagloyalty programs, the issue of non requested
emergency cheques, associations with partner caegatickers, credit card imitations, etc.

On top of the contents specific to solicitationplpeity and application forms, the most evident
loophole remains the posting of those unsolicitedlit offers that play on consumer impulsiveness.
A survey of Quebec consumers who have acceptedicitesh credit offers reveals that 78% of
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respondents would not have applied for credit @ir town?® This survey also showed that 40% of
respondents would not accept the offer if it wafered to them agaili. The CACQ has been
campaigning for the past years to ban credit gation and advertising in order to limit its easy
access. We are concerned here with solicitatiormad, phone, email, or other means. The youth
must also be protected by prohibiting solicitatiorareas where young people go, such as schools.
This would make it the most radical regulation reigay credit solicitation put into place but it
would also constitute the simplest and easiest wagontrol, and the most efficient one for the
consumer. Despite all the possible legal precastitiat can be taken, surveillance of industry
practices and compliance remains the weak poiahgfattempt at modernising regulations.

Looking for legal solutions

The profile of variable credit laws throughout therld (most notably in the United States and in
countries of the European Union such as FrancegilBal and Switzerland) allows to outline
several possible solutions to various problemsraigg variable credit. Some of those laws could
serve as inspiration for Canada and its provinces.

Advertising

No state prohibits advertising for variable crediowever, several countries, including
Switzerland, France and Belgium provide a legamfwork for that type of advertising. The
information is the element being regulated such ¢defined quantity of objective information
must appear in all advertising messages whethes itlevised, printed, mailed or distributed
otherwise. Switzerland and Belgium go even furtlvath their regulations by explicitly
incorporating messages stating that granting cieditegal if it causes overindebtedness for the
consumef’® |Those same advertising message must avoid progribie ease with which credit can
be obtained or promoting credit as a solution terimdebtednest. Finally, advertising that
capitalize on how quickly and easily credit carobeained is illegal®

Solicitation for variable credit

Solicitation is different from advertising in therse that it is a direct offer to accept or refusalit
through the general promotion of a credit productai newspaper (for example). Mailing an
application form for a credit card is a typical eygde of solicitation. No state fully prohibits
solicitation for variable credit. However, Belgiumas very strict regulations that make solicitation
difficult. In fact, it is prohibited to solicit agvson at home or at work if that person has not
requested it} which greatly limits postal solicitation.

46 «Coalition des associations de consommateurs dib€n& “'impact des offres de crédit non sollicitées =g |
consommateurs(survey performed by I'Observateur, April 2010).
47
Idem.
“8 Federal law against unfair competition (SwitzedabBecember 19, 1986, Sec. 3 n).
“9 Federal law on consumer credit (Belgium, Junel®8]1, Sec. 57).
50
Idem.
*1 Consumer credit law (Belgium, June 12, 1991, Sgc.
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Issuing credit cards

As is the case in Quebec, most of the countriedieiuprohibit issuing a credit card to a person
without prior request. Only Ontario still allowsigng a credit card without a prior express demand
from the person.

Protection of minors and schools

Many countries have adopted protective measuresnfoors and young adults with respect to
solicitation and credit cards. The United Statesehdone extensive work in that regards. An
American minor (i.e., less than 21 years old) whants to obtain a credit card must have the
approval of a tutor and supply a document testifyio his capacity to pay his debts. Similar
provisions are in place in Switzerland. In the BdiStates, credit solicitation is now forbiddenaon
university campus or nearby.

Consumers’ capacity to pay

A movement of accountability among credit issuesnss to have arisen over the past few years,
although Canada has not joined in. Within the franr& of those new values, the analysis of the
consumers’ capacity to pay debts is primordial.t&sviand has shown its progressive nature in that
regards. In that country, a consumer who owns rti@e three credit cards must be registered, and
he will be evaluated before he can received anitiadel credit®? Some other countries have gone
even further, recently. In the United States, tesv approach has been added to the existing
legislation, but the obligation to take the constm&nancial situation into consideration remains
vague. Matters have been more clarified in the gema Union where the credit issuer must verify
the solvency of the debtor before issuing him arsdic>® This directive uses a pan-European
database to access debtors’ solvency informafidthanks to this innovating measure, the once
marginal notion of “responsible loan” by which thender must avoid causing the debtor’s
overindebtedness is now active across Europe. IgiBe, the consumer must supply all the
necessary information for evaluation and credit aily be granted if he can meet his obligatidhs.
The issuer must find a package that fits the comsisniinancial situation. Still in Belgium, any
change in the consumer’s financial situation cangoabout the cancellation of the credit contract.

Retraction period

The European Union has proposed the interestingilpbty of a 14-day retraction period for a
credit contract® In Quebec, theConsumer Protection Adhcorporates a retraction period for
several types of contracts, but not for variabélir

Credit limit

Following the example provided by Quebec, sevarvahtries provide a legal framework for credit
limits by prohibiting unilateral increases (i.e.jthmout a request coming from the consumer).

*2 Federal law on consumer credit (Belgium, MarchZ®)1, Sec. 23, Par. 1 & 25 Par. 1).
%3 Directive 2008/48/CE of European Parliament andr@d, April 23, 2008, regarding consumer crediniracts and
abrogating directive 87/102/CEE of the Council i@é#l journal # L 133, May 22, 2008, p. 66-92, S&x.
54
Idem, Sec. 9.
% Federal law on consumer credit (Belgium, Junel®8]1, Sec. 15).
%6 Directive 2008/48/CE of European Parliament andr@duApril 23, 2008, regarding consumer credit irants and
abrogating directive 87/102/CEE of the Council i@é journal # L 133, May 22, 2008, p. 66-92, Sk4).
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Belgium is particularly intolerant of limit overrarand has adopted a series of measures that aim to
restrict consumer indebtedness when the limit ceeged. In case of a limit overrun, usage of the
card is barred and the consumer must reimbursextess balance within 45 days to avoid having
his contract either cancelled or modif€dhut always according to the conditions of respulesi
loan as per the law. In the United States, theisamore concerned with the fees charged when the
limit is exceeded by curtailing the amounts that ba charged and the number of times they can be
charged to the consumet.

Surveillance role of governments

Even the most severe law will be to no avall iisinot enforced. Following our study, it appears
evident that the industry’s noncompliance with fatleand provincial regulations is almost common
practice — an industry that uses to its advantahgdaw’s interpretative complexity, the ambiguities
encountered in applying the law and the governindigs’ powerlessness when faced with the
extents of the evolution of commercial credit piGet. Despite inspiring laws passed in other
jurisdictions around the world, Canada and its proas do not allocated enough resources to
organizations that aim to enforce laws targetiregitrsuch as th€&inancial Consumer Agency of
Canadaand the Office de la protection du consommatéum Quebec, credit issuing institutions
will continue their (sometimes prejudicial) praetscdespite strict laws that would be best used to
maintain equilibrium between the issuing institai@and the consumers.

" Consumer credit law (Belgium, June 12, 1991, S8dis 1).
%8 Credit Card Act of 2009, § 102 (United States tfiin lending Act, § 1637).
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RECOMMENDATIONS

From a fight against overindebtedness point of yie&CQ members, being established experts in
the field of consumer protection, have campaigmeblan all forms of credit solicitation in Quebec
for over 6 years. The results of this study haveexkto strengthen that position.

Considering that postal credit offers:

» (give easy access to credit;

» are advertising elements that capitalize on consumgulsiveness;

* do not contain all the information required to gairproper understanding of how credit
works;

* and incite consumer to sink deeper into debt.

The CACQ recommends that federal and provinciabgoments ban postal credit solicitation.
In the alternatives, considering that:

» alarge number of postal credit offers are secbttsumers;

» the great majority of credit offers analysed in toeirse of this study do not respect federal
and provincial laws;

» the postal credit offers analysed do not containtred information required to make an
informed decision;

» there are several obstacles preventing comprehemditiow credit works (literacy level,
information fragmentation, lack of uniformity indlpresentation of important information,
etc.);

* present laws governing credit solicitation are @guhte (no provision for certain
solicitation practices, lack of uniformity of pragial laws, etc.);

* and Canadian indebtedness is higher than ever.

The CACQ proposes the following recommendatiorthédfederal and provincial governments:

» fully assume their surveillance role by undertakilegal procedures to ensure their
respective laws are being obeyed,;

* to impose dissuasive sanctions to offenders utdeappropriate laws;

* to compensate for any loopholes in existing lawgarding various practices (client
retention/loyalty, loans on salary, etc.);

» to regulate promotional arguments and strategied umscredit offers;

* to establish a standard for information communitat® consumers (promotional
information details regarding how credit works);

* to endeavour to harmonize federal and provincialslaegarding credit solicitation in a
perspective aimed at strengthening consumer protecteasures;
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» toincorporate a notion of social responsibilityoitegislation so that credit can be granted to
the measure of the consumer’s capabilities to paylébts and by taking the extents of all
their obligations into consideration;

» and to set up a financial education fund for thesconers to be supported financially by the
credit issuing institutions.

The CACQ recommends the following to the crediniisg institutions:

» to respect the laws presently in place in Canadhbtla@ additional laws put in place in its
province to govern unsolicited postal credit offers

» and to adopt socially responsible practices witfards to credit solicitation matters that do
not encourage overindebtedness, and that wouldvationsumers to make informed
decisions.

The CACQ recommends the following to consumers:

* to be wary of postal solicitation and not giveareimotions and impulses;

* to take time to consider their credit needs andyent capacities;

* to make sure they fully grasp how the offered dredbduct works, and to understand the
obligations and costs that come with the produfdreesigning on to it;

* to compare the characteristics of the credit prtglbeing offered to them;

» and to seek counsel from not-for-profit financiajanisations in order to secure objective
information on how credit works in general and eamning the specific products being
offered to them.
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