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PROJECT HISTORY

Govt Approval

CBOB obtained Gov't’s no
objection to proceed with
preparatory work for
establishing a credit
bureau. Credit Bureau
Committee established.

2008

IFC Project . Public

Bahamas beneficiary of : Consultation
assistance under IFC’s 5 yr. : Draft Credit

credit bureau project for Reporting Bill and
the Caribbean. Regulations issued
Assessments undertaken © for public

of market, legal and : consultation.

regulatory and business
and technical frameworks

World Bank Study

Feasibility study
undertaken on
lenders’ exchange as
first step; exercise
started in 2005, report
finalized in 2006.

2011 - 2014

BCB Project

: Guided by findings, new

. working teams
established; Central Bank,
* in consultation with the

- IFC, developed draft

- legislation; extensive

- discussions with key

* stakeholders.



Objectives of the Proposed Legislative Framework

= Facilitate the effective supervision of the credit reporting sector and the
efficient operation of a credit bureau —provides for confidence in the system.

= Establish the rights and obligations of the credit bureau, its users, the credit
information providers and consumers.

—  Comprehensive information sharing (positive and negative information).

- Protection of consumer rights.

—  Consumers’ right to challenge incorrect information.

—  Obligations of data providers to confirm information accuracy and correct wrong
information.

= Promote safe, secure, efficient and reliable mechanisms for information
sharing.

= Ensure the equal treatment of all stakeholders.
= Provide clear guidelines on the kinds of data that can be collected.

= |ndicate how long data can be retained—to allow borrowers a “fresh start”.

————

Credit reporting framework should be clear, predictable, non-discriminatory
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Typical Participants in the Credit Reporting System

... involves a broad spectrum of public and private sector players.

Credit
eponne __ Data Providers
% Service Qa-ta PfQ\I__I_d_E_[S
) Providers y ’
= Banks = Banks
= Credit unions = |nsurers

= Leasing companies = Credit unions

= Judiciary Authorities, * Money lenders

= Tax authorities ( regulators, = Leasing companies
= Insurers supervisors = Credit card issuers

= Employers = Collection agencies
= Landlords = Retailers

= Utilities
= Public registers

= Consumers
Data

Subjects
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What is a Credit Bureau?

= Company collects information from lenders
w | : B and other sources about a consumers’
8 él f«»égg”'mﬁ"cm'" g:is 8= fIEnégative” borrowing and bill-paying history.
IOESiE C%E.Iﬂr REE;ORT Credit history is compiled in a credit report.
nqumes e S a2 | |
balaces fc‘?ﬁﬁv’iﬂ.ﬁfge: Eg o) Credit reports used by prospective lenders and other
*;ii‘.;;» gy g, deneral Resons & users (e.g. employers) to help assess credit
' 0O e ' worthiness of consumer.
8 Q How likely the consumer is to repay the loan/make
C = payments when due.

Can impact the interest rate or other terms of a loan.

= Offers other value added services
Credit scoring
Portfolio monitoring
Fraud alert

= Credit Bureau may:

charge fees for credit reports (except free annual
report) and other value-added products.

no charge for investigating disputes/correcting
disputed information.

5 The Bahamas Credit Bureau Project



The Operations of a Credit Bureau

CENTRAL
BANK

Credit Reports requested

from the bureau
Decision to approve or decline credit

~ . . ,-”~ CREDIT
9 ’ BUREAU N
Credit reports ” ‘\
requested ' A \
1 \
— ]
Lodge disputes ‘\ ;'
\ [
A) /
A ’
\ ’
N L
CONSUMERS ~. .-

Key part of the credit
reporting system

Consumer credit history
provided to the bureau

Collects, records and distributes
credit information

PUBLIC
RECORDS



Why Do We Need a Credit Bureau?

" Presently, lenders are not able to accurately assess the credit
worthiness of potential clients, due to a lack of comprehensive
information on their outstanding debt obligations.

= CHALLENGES POSED:

— Can lead to consumers taking on too much debt, given their income and level of
assets.

— If customers unable to service debts, then repossessions and foreclosures can occur.

— Financial institutions will be adversely affected if a significant number of clients are
unable to meet their debt obligations.

o More risky loans impact banking sector stability; high levels of bad debt == higher
provisions and write-offs. Greater claims on capital tends to reduce lending activity.

— Problems in the banking sector present challenges for overall economic growth and
financial stability.
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Domestic Credit Quality Conditions
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Commercial Banks’ remediation activities

Between 2009 and 2013:

= Restructured loans: $778.8 million or
12.6% of total private sector credit at end-
Dec 2013

= Write-offs: $462.7 million

= Recoveries: $82.3 million

= Provisions: $442.7 million
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Credit Bureau: Benefits to Borrowers and Lenders

= Incentivized to improve credit and payment behaviour.
= Faster credit decisions.
= Protects consumers against problems of over-indebtedness.

= Rewarded through lower collateral requirements and lower interest rates.

= |ncreased access to accurate/comprehensive information about borrowers’ credit history and
payment habits enables better assessment of true creditworthiness.

= Streamlined credit decision making process.

= Lower exposure to risky loans could reduce operational costs, improve capital adequacy and
reduce provisioning requirements.

= Able to offer risk-based pricing to customers.
I

Supports Central Bank’s financial stability objective and economic growth
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Recommended Approach for Credit Bureau

.. market size a key determinant of approach

Bureau would need a minimum of 250,000 annual inquiries to break even.

= Given market size in The Bahamas, the IFC recommends an off-shore/hub and
spoke hosting arrangement, where an existing service provider would leverage its
systems (hub) to service operations in The Bahamas (spoke).

Benefits include:

= Lower development costs, due to redundancy of infrastructure, equipment, capital etc.;

= Access to an experienced bureau operator, and ability to leverage world class security,

products and services, upgrades, etc.; and
= Shorter time to market (average of 12-15 months).

= (Clause 31 of the Credit Reporting Bill will permit a credit bureau to be hosted off-shore.
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lllustrative example

‘Hub and Spoke’ solution

.| Local Service
Provider e

,-"'"-__-_-_ T
Common Central ) | Local Service = —
Database/Application Provider _ g

| Local Service "
Provider "““-n-*-_,@
A

. - N - - N\ K’_ N
Central Host Local Service Providers Users
Standard data formats Data collector/ data distributor Participation agreed at local level
Regionally based, e.g. Australia / NZ Takes raw data and packages Cross industry sharing encouraged
Trustworthy service provider Pays royalty per enquiry to host May contribute/provide across region
Management fee per country Charges clients + margin (value add) ||Contribution level based on ‘reciprocity’
Delivers generic product set (data) Provides outreach training Pay for services on a per enquiry basis
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Kinds of Information to be Used for Credit Reporting

...apart from personal info to identify customer, credit info to appear on credit reports.

Positive Data

= Late Payments = Account balances and type

= Credit limits

= Arrears Better and
= Total amount /type of loans more
= Defaults ) .
= Credit card commitments balanced
= Qutstanding adverse =7 Uil e LI
—Monthly repayments customers’
court judgments —Cash withdrawals credit

= Changes to borrowing limits situation
= @Quarantees

Bankruptcies

Debt write-offs =  Nature of collateral

...negative info will not fully cover the risk! ...without positive info, lenders will have no idea
of the number of loans a consumer may have.
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Historical Data in the Credit Report

= Generally, the credit bureau will not be able to include in a credit report
any information about a borrower’s credit history that relates to loans that
the borrower would have gotten before the Credit Reporting Act came into
effect.

— The only exception is that the credit bureau may share information about judgments against
the borrower, but only if the judgment creditor confirms in writing that the judgment debt
remains outstanding, in whole or in part, and the confirmation is retained by the credit
bureau in the borrower’s credit file. The confirmation must also set out:

o  the amount of the judgment;
o) date of the judgment; and

o  the name and, if available, the address of the judgment creditor or the agent of the judgment

creditor at the date of entry of the judgment.
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Credit Bureau’s Credit Reporting Activities

Permissible Purposes

— For consideration of an application for credit/offer to act as guarantor for a credit
applicant;

— In connection with
= the purchase or collection of a debt;

= a new/renewal of a tenancy agreement;

= the underwriting of insurance involving the consumer;
— In connection with a business or credit transaction involving the consumer;
— Employment assessment;
— Periodic portfolio monitoring and risk assessment purposes, collection and skip tracing;

— For any other permissible purpose, as the Central Bank may from time to time, specify
by Regulations; and

— In response to a Court Order.
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Other Requirements Imposed on the Credit Bureau

» Bureau prohibited from collecting
information on race, creed, color, medical
information, ancestry, ethnic origin or
political affiliation.

= Data must be current, authentic, legitimate,
reliable, accurate and comprehensive.

" Bureau must institute adequate security
and quality control measures, including use
of subscriber agreements.

= Credit information cannot be disclosed for
longer than five (5) years after a loan has
been settled or terminated.
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Credit Information Providers

... the more extensive the sources/sectors from which the credit bureau receives information, the
greater the ability of creditors to assess and monitor credit risk, creditworthiness and credit
capacity.

Mandatory

= Commercial banks (Authorized Dealers) = Licensees of the Utilities Regulation and

Competition Authority (e.g.)

* |nsurance companies—which fall within the | el T s Gy,

definition of “credit provider”. _ el telreres il
* Financial and Corporate Service Providers— * Public Utilities
which fall within the definition of “credit - Water & Sewerage Corporation

N - Bahamas Electricity Corporation
provider”.

' . = Any person carrying on business of selling goods,
= Credit Unions pursuant to a hire purchase agreement, credit sale
agreement or conditional sale agreement

= The Bahamas Mortgage Corporation :
(pursuant to the Hire Purchase Act)

= The Bahamas Development Bank = Public registers
= Any other person the Central Bank may — Supreme Court
designate, if considered in best interest of B Nat|onal.lnsurance Board
— Companies

public.
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Credit Information Provider Duties

’

... entities required to ensure rigorous standards of security and reliability regarding consumers
information.

The Draft Credit Reporting Regulations require credit
information providers to:

= take reasonable measures to satisfy themselves that consumer information is

reliable, accurate and current.

= inform consumers of the name and address of the credit bureau from which

information about the consumer is being obtained; and

= in the event of inaccurate information, instruct the credit bureau, within five
(5) working days, to delete such inaccurate information and replace it with

accurate information.
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Consumer Rights

...accorded high priority in credit reporting framework

Consumers will have the right to:

I

ﬁ
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Know what information, on them, is held by the
bureau and access such information.

Access credit reports free of charge in the
following instances:

— one free credit report each year, upon request;

— inany case where a credit bureau has corrected
credit or personal information relating to the
consumer; or

— where a consumer has been denied credit.

Access credit reports, in all other instances, for a
fee.

Dispute the accuracy of information produced in a
credit report; and

Have information held by the credit bureau that
they perceive to be inaccurate, misleading,
incomplete or out-of-date, corrected in a timely
manner.



Consumer Access to Credit Reports

Consumers may provide written request to
credit bureau for a credit report.

REQUEST FOR CREDIT REPORTS

DETAILED DISCLOSURES Credit report shall _cIearIy and accuratel.y
disclose the following to the consumer:

— the nature and substance of all information in the
credit bureau’s file regarding the consumer, at the
time of the request;

— the sources of such information;

— the names of all persons to whom a credit report
regarding the consumer has been provided within
the previous twelve months; and

— the contents of any written credit report regarding
the consumer, made to any other person.

DISCLOSURE FOR CREDIT DENIALS If a consumer is denied credit, the credit
provider must inform the consumer of the

credit bureau which furnished the consumer’s
credit report.
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CONSENT

...strict rules on the disclosure of consumer information by the credit bureau

consumer information without the
consumer’s consent.

Consumer must agree for = Credit bureau cannot release
information to be disclosed:

— Consent can be obtained by electronic

-; means or any other means that provides
< evidence.
\ = Consent is not required in response

to a Court Order.

= Consent is valid for the life of a
credit agreement.

= Accessing credit information
without valid consent amounts to an
offence.
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Disclosure of Information

...Credit bureau can only disclose information to users

Examples Conditions
= Banks/credit unions/their agents » Must have a Subscriber
= Insurers/ their agents Agreement.
= Money lenders » Must certify that consumer’s
» Bahamas Development Bank information will be used only
= Bahamas Mortgage Corporation for a permissible purpose and
it will properly dispose of
information
Consumer Consent
Required
= A debt collector Information not to be released until

. . the credit bureau:
» Prospective landlord or his _ -
= verfies the identity of the

agent.
g . bUS di customer and user; and
| |
Parties t.o usiness or credit = verifies that consent was given.
transactions.

; Credit bureau must use reasonable
= Employers making

Non-
- and secure means to transmit info.
employment related checks. subscribers
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Oversight and Regulation

..establish strict requirements and high standards for licensing of credit bureau and clear oversight
role/responsibilities for the Central Bank

= Central Bank to supervise credit bureau.

— Licensing—against established fit and proper criteria.

— Issuing standards and guidelines, to ensure adequacy of safety and security
measures.

— Supervision to include on-site inspections, implementation of periodic reporting
regime. Central Bank not to have access to consumer information except where
responsibility for operating the database vests in the Central Bank.

= Central Bank can revoke/suspend license, under appropriate circumstances
and can levy sanctions and penalties.

= Central Bank can enter into agreements with any similar regulatory
authority outside of The Bahamas to enforce the Act.

= Central Bank must preserve confidentiality of any information obtained
through audits or inspection.
= Upon winding up/liquidation/surrender of licence, responsibility for

databases vests in the Central Bank, until new credit bureau operator
appointed.
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Dispute/Appeal Process

0 Credit Bureau a Credit Reporting Review Commission

Investigates when a consumer disputes the accuracy of Comprises the Data Protection Commissioner (the
information in a credit report; must make a notation in the Cha|r), the Consumer Protection Commissioner
credit report within 5 working days. and nominee of the Minister of Finance.

=  Where information is correct, credit bureau must advise = Consumer may request a review of the Bureau'’s

consumer of their right to have a statement of dispute
attached to their credit report and also provided to users
accessing report within past 6 months. = The Bureau may request a review of the Central

Bank’s actions/decisions.

actions/decisions/conduct.

= Where information is incorrect, must correct and notify

the consumer and users accessing report within past 6 = CRRC must issue a decision within 28 days of
months, unless consumer directs otherwise. application.

0 ¢ Courtof Appea

Consumer/Bureau/Central Bank not satisfied with = Consumer/Bureau/Central Bank not satisfied with
an order or decision of the CRRC. decision of the Supreme Court.

= Application for appeal must be brought within 28 = Applications on point. of law only; must be
days of the date of the CRRC's decision. submitted within 28 days of the decision of the

Supreme Court.

23 The Bahamas Credit Bureau Project



Looking Ahead

..considerable work involved in the establishment of a credit bureau

Public Consultation Credit Bureau Licensed

90-day period, followed by
review of comments and
finalization of legislation.

SEPT - DEC

2014

Bureau will take at least 12 to 18
months, before operational; engaged in
data gathering, cleansing etc.

APR ‘15 - JUN ‘17

A
v

OCT ‘14 - MAR ‘15

Dec’17

| N Project Kickoff
ssuance to potential service

providers; evaluation of proposals; Credit bureau issuing
shortlisting and submission of credit reports
applicant for licensing.
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Preparing for the Credit Bureau

o o . 1. Start paying your bills on time
If your credit history is in need of repair: pay gy
= Loans; utilities etc.

2. Halt the increase in new debt
=  Stop applying for new credit.
=  Pay off debt rather than moving around.
=  Stop unnecessary use of credit cards:
- Charge only what you can afford to repay!!
- keep balances low; and

- pay off balances ahead of time.

3. Keep payments current

= Missed or late with payments? Get and stay
current.

4. Renegotiate
=  Speak to your lender

=  Restructure debt to improve your ability to meet
obligations.

JUST AHEAD

600D CREDIT SCORE
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Contact Information

Visit our website at WWW.CENTRALBANKBAHAMAS.COM for updates on

The Bahamas’ Credit Bureau Project

or

Email your comments and questions to us at
LGL@CENTRALBANKBAHAMAS.COM



http://www.centralbankbahamas.com/
http://www.centralbankbahamas.com/
http://www.centralbankbahamas.com/

