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ABSTRACT

Commercial banks maintain the authority to operate credit service businesses for the
hire-purchase of automobiles, in accordance with the bank’s announcement of Sor Nor Sor 01/2008
Dated 3 August 2008, which provides permission for commercial banks to operate hire-purchase
and leasing businesses. However, hire-purchase automobile agreements with commercial bank are
differentiated from hire-purchase automobile agreements with automobile dealers or associate
companies in term of the determination of liability of the hirer, as well as law enforcement means.
Those terms of agreement will cause injustice for the hirer and guarantor with commercial banks.

The study revealed that the hire-purchase agreement form used by commercial bank is
the adhesion contract with no specific determination of the hire-purchase agreement format. Due to
the committee’s announcement regarding the terms of agreement, the subject of hire-purchase
automobiles falls under the contract control business regulation A.D. 2012, which only determines
the essence of the terms of the hire-purchase agreement. There is no delicate interest rate calculation
method mentioned in the hire-purchase automobile agreement.

Moreover, the hire-purchase agreement contains defects concerning liability, which the
hirer is not able to bring this case to contest with the commercial bank. If such case, this will affect
the guarantor’s liability to accept under those terms of agreement. However, the revised civil and
commercial code in regards to the creditor stipulates the delivery of written notice to the guarantor
to arrange debt settlement within sixty days from the date of default in payment by the debtor. There
is no clarity in regards to the installment debt that the creditor must deliver with written notice to the

guarantor for every default in payment, which will lead to disputes between both parties. It is



obvious that there is no announcement and written document for the terms and conditions of the
hire-purchasing automobile business operated by commercial banks. For international practice,
such as in Germany and the United Kingdom, all written notices must be delivered per the terms of
the agreement along with the right to claim compulsory settlement for the creditor.

The researcher suggested that the addressing of the mentioned problem by legislative
amendment requires more clarity of notification of the default in payment to the guarantor. Also, an
enforcement of the law for unjust terms of agreement, regarding the claims for damages by the bank
after the default in hire-purchase payment, is needed. Moreover, the Consumer Protection Board
should play an important role in the determination of the agreement for depriving the right of the
hirer to claim damages from the bank regarding damaged automobiles as well as in controlling the
interest rate calculation method. If all the recommendations were implemented, they would benefit
the hire-purchase automobile business of commercial banks, and create a fairer operating

environment for the hirer and the guarantor.
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