Regulation Concerning Rules and Procedures for Early Repayment Discount for Consumer Credits and Calculation of Annual Cost Rate 

Purpose

Article 1- Purpose of this Regulation is to specify rules and procedures relevant to discount on interest and commission, where consumer repays the entire amount owed to the creditor due to consumer credits earlier, or repays one or more undue installments earlier, and calculation of annual percentage rate of charge for the credit granted to the consumer. 

Scope

Article 2- Provisions of this Regulation shall apply to all consumer credit agreements between creditor and consumer. 

Legal Basis

Article 3- This Regulation has been issued on the basis of Article 31 of the Law No. 4077 on Consumer Protection dated 23/2/1995 and article 10 of the same Law as amended by the Law No. 4822 dated 6/3/2003. 

Definitions: 

Article 4- For the purposes of this Regulation: 

a) Consumer Credit Agreement means an agreement concluded between a creditor and a consumer whereby the consumer receives a credit in cash from the creditor for the purpose of acquiring a good or service, 

b) Creditor means any bank, private financial institutions and financing companies authorized by law to provide cash credit to consumers. 

c) Consumer means a natural or legal person, who obtains, uses or benefits from service or goods for purposes outside his trade or profession, 
d) Contractual interest rate means the interest rate included in consumer credit agreement, 

e) Commission means amounts to be included in the repayment plan as a separate item, in each amount of installment, apart from principal, interest and any public liabilities,

f) Earlier repayment means earlier repayment by the consumer of the total amount or one or more undue installments owed to the Creditor. 

g) Minimum payment amount means the lowest amount of installment in case installment amounts are not equal; when installments are equal, amount of at least one installment, and; for single-installment credits, the amount corresponding to 10 percent of the total remaining debt. 

h) Payment Plan means the table in which principal amount, interest, funds, taxes and other costs are indicated separately with the installments, amounts and mature amounts to be taken basis for repayment of the credit received by consumer. 

i) Installment means an amount of payment composed of the aggregate of principal, interest, public liabilities and commission, which is indicated in the same line with the dates set for repayment of credits in the repayment schedule. 

j) Maturity for installments means date on which installments indicated on the repayment schedule become payable. 

k) Annual cost rate means the rate equal to the annual total of current values of all commitments agreed mutually by and between the creditor and the consumer, including interests, fees, costs and public liabilities. 

Earlier Repayment

Article 5- While consumer may repay the total amount owed to the creditor earlier, it may also pay one or more non-payable or undue installments. In this case, creditor shall not be entitled to require the consumer to pay any additional amounts under any name whatsoever. Amount of earlier repayment shall not be below minimum amount of payment. 

Repayment of one or more Installments Prior to Maturity Date

Article 6- Where one or more undue installments are to be repaid, a discount shall be made in the amount of  the interest to be calculated in respect of the contractual interest rate over the amount of principal included in the amount paid earlier and number of days of earlier repayment,  total of public liabilities to be calculated on the interest and amount of commission. In this case, interest discount shall be made according to the formula provided in Annex 1. 

Earlier Repayment of The Whole Credit 

Article 7- If earlier repayment is to be made on the date of installment, then liabilities for due installments, remainder of the principal debt in the installment amounts plus interests and public liabilities unpaid up to that date, if any, shall be discharged. 

If earlier repayment is to be made between dates of two installments, interest accruing to the principal between the date on which the last installment in the payment plan is paid and date on which earlier payment is made, principal debt within the amounts remaining as from the date of the last installment and interests and public liabilities that have not been discharged yet shall be paid. 

Annual Cost Rate 

Article 8- Annual cost rate of the credit to consumer shall be calculated and indicated in the agreement on the date the credit is given to consumer according to the formula provided in Annex 2, excluding the following considerations: 

a- Rate of delay interest.

b- Where creditor stipulates purchase of a certain trademark, goods or services or requires a sales contract to be concluded with the seller or supplier, any values apart from sales price of such goods or services, which should be paid by consumer. 

c- Except for situations where consumer does not have reasonable freedom to decide at his/her discretion or where prices payable are far above the normal prices, prices concerning fund transfers, and prices regarding maintenance of an account opened for collection of credit repayments, interest payments and other costs and charges. However, costs incurred from collection of such payments or repayments shall be included in calculation of annual cost rate. 

d- Membership dues resulting from contracts other than credit agreements, even if they have a certain impact on credit terms. 

e- In the event of death, injury, disease or unemployment of the consumer, insurance or security costs other than prices intended to be paid to the creditor in an amount equal to the total of the credit or less than such credit, together with the legal interest and other stipulated costs for release of credit by creditor. 

Entry into Force

Article 9- This Regulation shall enter into force 3 months after its date of publication. 

Implementation

Article 10- Minister of Industry and Trade shall implement the provisions of this Regulation.
Annex – 1 

Calculation of Discount Amount in case of Earlier Repayment 

Discount

Amount = Principal within respective installment x number of days of earlier repayment x annual contractual interest rate


36000

Sample Repayment Schedule

Following repayment schedule shall be composed, when a credit of TL 10 billion, for 12 months with 4-percent contractual interest rate is given. 

AMOUNT OF CREDIT

10.000.000.000

MATURITY 
12

NET INTEREST RATE

4,00 %


KKDF

10 %

GROSS INTEREST RATE

4,600 %


BSMV

5 %

	
	REPAYMENT SCHEDULE

	
	PRINCIPAL
	INTEREST
	TAX
	FUND
	TOTAL

	1
	642.944.356
	400.000.000
	20.000.000
	40.000.000
	1.102.944.356

	2
	672.519.796
	374.282.226
	18.714.111
	37.428.223.
	1.102.944.356

	3
	703.455.707
	347.381.434
	17.369.072
	34.738.143
	1.102.944.356

	4
	735.814.670
	319.243.206
	15.962.160
	31.924.321
	1.102.944.356

	5
	769.662.144
	289.810.619
	14.490.531
	18.981.062
	1.102.944.356

	6
	805.066.603
	259.024.133
	12.951.207
	25.902.413
	1.102.944.356

	7
	842.099.667
	226.821.469
	11.341.073
	22.682.147
	1.102.944.356

	8
	880.836.351
	193.137.482
	9.656.8874
	19.313.748
	1.102.944.356

	9
	921.354.719
	157.904.032
	7.895.202
	15.790.403
	1.102.944.356

	10
	963.737.036
	121.049.843
	6.052.492
	12.104.984
	1.102.944.356

	11
	1.008.068.940
	82.500.362
	4.125.058
	8.250.036
	1.102.944.356

	12
	1.054.440.111
	42.177.604
	2.108.880
	4.217.760
	1.102.944.356


EXAMPLE 1: In case of ten-day earlier repayment of 9th installment of the credit, TL. 1.088.816.917 shall be received from the customer. 

EXAMPLE 2: In case credit is paid up at the date of 9th installment, TL 4.129.190.443 shall be received from the customer. 

EXAMPLE 3: In case credit is paid up 10 days after maturity of 9th installment, TL 3.072.648.527 shall be received. 

Annex – 2 

Equation Expressing the Equivalence Between Repayment and Costs and Amount of Credit
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Where, 

K: Credit number 

K’: Installment number 

AK: Amount of Credit K

A’K’: Amount of Installment K
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:
	Total


m: Last Credit’s number

m’: Last installment’s number

t K: Time between the date of the credit No. 1 and following credits No. n. 

tK’: Time between the date of the credit No. 1 and credits No. m. 

i: Percentage that can be calculated in case other terms are known according to the contract. 

In this calculation: 

a) Initiation date is the maturity of the first installment.

b) Times between the dates used in calculations are indicated in years or fractions of year. It shall be assumed that one year comprises 365 or 365,25 days, and 366 days in leap years, 52 equal weeks or 12 equal months. 

c) Result of the calculation shall be slid at least one decimal digit. In elision of a decimal digit, if the number following the decimal digit is equal to or greater than five, the number on such decimal digit shall be equalized to one. 

