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Agenda

• Part I: Introduction to Model Law
– Executive Summary
– Primary Objectives and Approaches
– One of Many Smart Campaign Tools

• Part 2: Case Studies on How to Use the Model Law
– Scenario 1: Filling Gaps in Weak Regulation
– Scenario 2: Assessing Existing Regulatory Approaches
– Scenario 3: Promoting Voluntary Standards 

• Part 3: Break Out Sessions and Audience Feedback



Objectives

1. Familiarize stakeholders with key aspects of the Model 
Law

2. Understand various uses of the Model Law to help 
advance client protection

3. Identify what networks can do with a resource like the 
Model Law

4. Share experiences and exchange feedback on ways to 
engage with regulators and practitioners in various 
legal and regulatory environments
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Executive Summary

Project Goal 

• Translate the Smart Campaign’s Client Protection Principles 
into model legal provisions with guidance on international best 
practices and options for implementing financial consumer 
protection.

Project Taskforce 

• Sponsored by Microfinance CEO Working Group (MCWG)

• Project managed by Accion’s General Counsel and Legal 
Department on behalf of the MCWG subgroup of the Council of 
Microfinance Counsels

• Authored by the global law firm DLA Piper and its New 
Perimeter Pro Bono Initiative

• Significant contributions by the Smart Campaign and Center for 
Financial Inclusion
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Executive Summary, Con’t. 

• Legal memos 
prepared and a 
comprehensive 
review undertaken 
of seven existing 
regulatory 
frameworks

• Numerous subject 
matter experts, senior 
practitioners, and 
other stakeholders 
interviewed or 
provided other forms 
of feedback

• Six major revisions 
completed based 
on ongoing 
consultative 
process and 
comment periods

• Model Law publicly 
unveiled in April 
and efforts are 
underway to 
increase 
awareness through 
various events and 
outreach to key 
partners

Background 
Research
(Jan. 2014 – Aug. 
2014)

Consultative 
Process
(Jun. 2014 – Mar. 
2015)

Drafting 
(Sept.  2014 – Apr. 
2015)

Launch and 
Awareness
(Apr. 2015 
onwards)

Work Completed and Next Steps



Model Law as a Resource – Various Uses

• Tool for regulators, networks and policy makers to develop 
actual legislation or regulation, in whole or part 

• Means by which regulators, networks and policy makers can 
assess a given jurisdiction’s client protection regulatory 
framework

• Resource for networks and individual MFIs to communicate 
effectively with regulators about consumer protection, and 
have more alignment between voluntary standards and 
regulation
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Key Approaches

• Structure
– Uniform organization
– Detailed commentary
– Designed to facilitate 

tailoring in recognition of 
unique legal, political and 
economic circumstances 

– Modular approach to 
facilitate ease of adoption 
in parts

– Mapping tool in Annex 2

• Content
– Applies to all financial 

service providers, incl. 
agents

– Emphasizes proportionality
– Assumes dedicated 

regulator who is empowered 
to act

– Limited to Client Protection 
Principles

– It is a living document and 
may be amended to reflect 
emerging principles
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Smart Campaign Tools  & the Model Law 

• Limits of voluntary standards

• 3 legged stool: how voluntary standards and regulation 
support each other 

• Recap of main Smart Campaign tools and how they 
complement the Model Law

• How networks can use the Model Law and additional 
resources that are available
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PART II – CASE STUDIES
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Scenario 1: Filling Gaps in Weak Regulation

Due to mounting political pressure and deteriorating consumer
confidence in its financial sector, Country X’s parliament wants
to fast track a first-ever bill on financial consumer protection that
would require financial service providers to adhere to the seven
client protection principles. The proposed provision lists the
principles, but includes no additional implementing language.

 What are some reactions to this approach?
 Advantages/Disadvantages?
 At a general level, how might such a provision be

improved?
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Scenario 1, Con’t.

How the Model Law Can Be a Resource
 Provides concrete, actionable guidelines for regulators to 

advance financial consumer protection based on 
international best practices

Remember, the Model Law was drafted to: 
 Form a complete legal regime, with provisions 

corresponding to each of the client protection principles
 Be used in a modular fashion
 Be flexible, cognizant that different contexts may require 

tailored approaches

For purposes of this study, we will focus on Mechanisms 
for Complaint Resolution  (CPP 7)
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Scenario 1, Con’t.

• If you are not sure where 
to begin, remember that 
Annex 2 provides a 
mapping tool to help you 
find where to look

• The Model Law has an 
entire section dedicated to 
Complaint Resolution  
(§10, on p. 41) 
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Annex 2 – Excerpt



Scenario 1, Con’t.

• Section 10.1 of the Model Law also requires each financial service 
provider to have internal complaint handling mechanisms, but goes 
further by describing additional elements based on best practices, 
including:

• Establishment of a single complaint handling unit w/ staff 
equipped and empowered to resolve complaints

• Accessibility and disclosure obligations so clients know how 
to make a complaint or file an appeal

• Responsiveness and timeliness obligations
• Record retention, and much more

Detailed commentary provides further rationale and describes 
additional  considerations regarding these issues. 

13



Scenario 1 - Takeaways

• Get your network members on board – show how better 
regulations will reduce uncertainty and compliance costs for 
institutions by providing implementation guidelines

• Initiate dialogue with regulators and network members on 
ways to transfer such practices to a local context

• Engage with regulators and offer them resources or 
opportunities to learn more

• Advocate for better regulation by referring to the Model Law 
as an illustrative example of international best practices for 
client protection
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Scenario 2: 
Assessing Existing Regulatory Approaches

• A few years ago various national financial regulators in your 
region of operation signed on to AFI’s Maya Declaration and 
implemented various consumer protection policies on 
appropriate product design and delivery. You would like to 
assess how such policies in your region compare to 
legislation based on the client protection principles, because 
your network members cite product design as their biggest 
area of concern. 

• Let’s begin with the Model Law’s approach to product design 
so that we can use it as a benchmark. Where should we look?
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Scenario 2, Con’t.

• Annex 2 identifies six elements that relate to the Client 
Protection Principle - Appropriate Product Design and 
Delivery

• The first element addresses suitable product design, which is 
described as:

“Relates to providers gathering sufficient information from 
Clients to ensure the product is likely to meet the 
customer’s need and capacity.”

• The mapping then refers us to:
– §4.1 Product Risk Management
– §4.2 Affordability and Suitability Assessments 
– §5.1 Creditworthiness Assessments
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Scenario 2, Con’t.

§4.1 – Product Risk Mgmt.

• Ongoing internal monitoring and 
evaluation of products to manage risk 
of harm to clients

• Adequate written policies/procedures

• Identify/control risk from development 
throughout product lifecycle

• Set out product design & pricing 
philosophy

• Include mechanisms for confirming 
clients’ understanding of T&Cs

• Define target client

• Define process for authorization of 
new products

§4.2 – Affordability and 
Suitability Assessments
• Written procedures on how to 

determine suitability/affordability

• Determination of whether the amount 
and terms allow Client to meet the 
obligations with low probability of 
serious hardship and reasonable 
prospect of providing client value

• Any contract for a product or service 
in violation of this section will be 
unenforceable

• Commentary notes that this approach 
is in lieu of having the regulator set 
numeric debt caps or ratios

§5.1 – Creditworthiness 
Assessments
• Requires similar assessment for 

credit products and an evaluation of 
overall indebtedness
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Scenario 2, Con’t. – Regional Comparison
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Country A 
 Approach: No regulations identified

 Assessment: Weak, as there are no regulations regarding 
appropriate product design to assist clients and mitigate risk

Country B 
 Approach: Requires development and implementation of 

suitability procedures to ensure financing products sold suits 
customer needs and circumstances, clear description of the 
type and circumstances of the customer for which a financing 
product would be suitable for, and clear lines of authority and 
parameters for approving the sale of a financing product to 
non-targeted customer groups

 Assessment: Strong, substantial overlap with the Model Law 



Scenario 2, Con’t. – Regional Comparison
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Country C 
 Approach: Requires financial institutions to regularly and annually 

test their small-scale borrower portfolio for signs of debt stress and 
risk of over-indebtedness, report this analysis to directors, and 
take corrective/preventive actions

 Assessment: May wish to provide further guidance re: staff 
training, client understanding, new product authorization, and 
pricing design and philosophy to mitigate against risk

Country D 
 Approach: Each type of product being offered to the general 

public must comply with the central bank's specific limitations per 
product type

 Assessment: Further review required, think about role of 
voluntary standards



Scenario 2, Con’t. - Takeaways

• The Model Law can help sector stakeholders and regulators 
understand and identify gaps and misalignments in an 
existing regulatory environment

• Networks can engage with regulators and members on 
desired policy objectives (new legislation, amendments, 
supplementary guidelines or implementing regulations, or 
voluntary standards)
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Scenario 3: Promoting Voluntary Standards 

Scenario -
• You operate in a 

jurisdiction with a strong 
legal framework, but 
enforcement capacity is 
lacking. You want to 
understand how to 
complement such a 
framework.

Considerations -
• The role of voluntary 

standards
• Efforts to promote 

voluntary standards can 
raise the bar in overall 
client protection 
performance

• Where Smart Campaign 
certification plays a role
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Scenario 3, Con’t. - Takeaways

• Networks can support their work in advancing client protection 
through voluntary standards

• Regulators can then focus  supervisory capacity on the 
riskiest MFIs

Questions?

22



PART III – BREAK OUT 
SESSIONS
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Break Out Sessions

• Participants will break into 
3 groups based on existing 
frameworks for client 
protection:

– Nascent

– In Development 

– Mature
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Discussion Questions 

• What are key challenges in advancing client protection 
through a legal/regulatory framework?

• What kind of regulation or supervision will help to advance 
client protection and financial inclusion in a jurisdiction similar 
to yours?

• What are effective ways to engage with regulators to promote 
policy change or cover policy gaps?

• What supplemental tools will best assist networks and 
institutions to use a resource like the Model Law?
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Highlights from the Model Law Survey

• Respondents from most regions.

• Appropriate product design and delivery and transparency 
cited most frequently as concern areas for client protection

• A majority of respondents noted that national financial 
inclusion mandates were in place or recently initiated

• The penetration of the client protection principles averaged at 
about 50% across respondents’ jurisdictions

• Various stages of engagement with local regulators, both 
informally and formally
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Highlights from the Model Law Survey, Con’t.

• Suggestions for collaborating with regulators included:
– Regular meetings 
– Technical training and workshops
– Invitations to annual meetings and other sector events
– Joint projects (research initiatives, development of 

guidelines)
– Follow up strategy for prioritizing action areas and 

corresponding implementation efforts
• Concerns:

– How to build a relationship with regulators, particularly 
where there is none to begin with

– What forms of support are available from the MCWG
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Audience Feedback

Small Group Reports

• Group reports of key 
themes or other 
findings they wish to 
share with the entire 
session.

Audience Feedback

• Group discussion of 
initial impressions of 
Model Law and 
General Feedback

• More specific feedback 
on specific provisions 
can be sent to:
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modellaw@microfinanceCEOworkinggroup.org



Wrap Up

• Additional questions? Contact us:
– Isabelle Barrès: ibarres@accion.org
– Mary Chaffin: mchaffin@accion.org
– Jessica L. Cassel: jcassel@accion.org

• Where can you find more info. about the Model Law or 
any of the resources we discussed?
– Model Law: Online on the MCWG, CFI, and Smart 

Campaign Websites
• Stay tuned for translations in Spanish, French, 

Russian, and Cambodian
– SPTF Guidelines on Engaging with Regulators: follow up 

email
• Please share the Model Law with colleagues! 
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Conclusion

THANK YOU!
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Investing in individuals.
Improving our world.


