
Nowadays, it is not uncommon to receive text mes-
sages, calls, etc from digital lending companies 
popularly ascribed the name “loan apps” requesting 
third parties to pay or inform a defaulter of his loan 
obligations. These digital loan companies often re-
sort to unprofessional and crude methods such as 
harassment, cyberbullying, death threats, breach of 
data privacy rights, etc to recover outstanding loan 
from defaulters. 
 
It is however shocking to see that despite the men-
ace daily perpetrated by these online loan apps, they 
still enjoy patronage by individuals and SMEs due 
largely to the relative difficulty in accessing funds 
from the traditional banks and the paucity of funds 
that have bedeviled the MSMEs space generally.
 
In this piece, we have provided cursory answers to 
some of the most prominent questions bordering on 
the workings of these loan apps, their scope of op-
eration, industry regulators, means of recovery and 
consequences of breach of customers data.
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1.    WhAT IS A DIGITAL 
      LENDING COMPANy?
 
In its broadest sense, a digital lending company 
is any form of online loan company operated by 
an individual or an institution other than the  tra-
ditional banks.1The core characteristic of this type 
of company is the provision of instant and non-col-
lateral backed loans with zero documentation and 
low-interest rates2 to individuals or SMEs with the 
most lenient terms as opposed to the rigorous 
terms required by the traditional Banks. These 
digital companies most often do not have a phys-
ical office and all the stages leading to the loan 
disbursement is done online and within minutes.
 
2.    WhICh LAW GOvERNS
      DIGITAL LENDING
      COMPANIES?
 
These companies are basically governed by the 
Banks and Other Financial Institutions Act (BO-
FIA), 20203, the Central Bank of Nigeria (CBN) 

Author
JERRY-JOE 
.T. MONYE

Associate
jtm@trustedadvsiorslaw.com

Author
CHIAMAkA D. 
OGBONNAYA

Associate
cdo@trustedadvsiorslaw.com



tation leaves them with little leverage for recovering 
their funds where the borrower defaults. As such, 
where dialogue fails, they oftentimes, resort to un-
conventional methods and crude means adopting 
borderline shylock tactics to enforce the repayment 
of loans from the defaulting customers. The lending 
companies often resort to unorthodox measures like 
defamation, cyberbullying, threats to life, etc to co-
erce the defaulting customer to repay the loan. 
 
8.   TO WhAT ExTENT ARE ThESE
     COMPANIES LEGALLy 
       PERMITTED TO DEPLOy ThESE 
     UNORThODOx MEASURES?

The methods employed to recover outstanding loans 
by these companies have no justification whatsoev-
er under the law. Thus, defamation, cyberbullying, 
threats to life as a means of recovering debt only 
create a vista for the defaulting customer to sue for 
damages or institute criminal actions against the 
company or its agents/representatives.
 
9.     DO CUSTOMERS CONSENT
      TO ShARING Of PERSONAL
      DATA LIkE CONTACTS WITh
      ThE LENDERS?

A major requirement for access to these online loan 
platforms is the need for borrowers to give the plat-
forms access to their contacts, SMS, location, etc. 
The consent to utilize this information is usually en-
shrined in the policy agreement and terms and con-
ditions, but they are so vaguely couched that these 
borrowers at times unknowingly consent to the use 
of their information without proper knowledge of 
how the said information will be used.
Nevertheless, the purported grant of access does 
not provide a blanket authorisation to defame cus-
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Act, 2007, the Nigeria Data Protection Regulation 
(NDPR), 2019 and the Money Lenders Law of the 
respective states including the Federal Capital 
Territory (FCT). In Lagos State for instance, the 
Money Lenders Law states that: “………any per-
son who lends money at interest or who lends a 
sum of money in consideration of a larger sum be-
ing repaid shall be presumed to be a money lender 
until the contrary is proven.”4

3.   WhO REGULATES ThESE
     ONLINE LOAN COMPANIES? 

By the nature of their business, Digital Lending 
Companies are regulated by the CBN and the Na-
tional Information Technology Development Agency 
(NITDA). 
 
4.   hOW DO ONLINE LOAN
      COMPANIES OPERATE?
 
These digital lenders do not need so much of phys-
ical structure to operate as every activity is done 
online. All that the Borrower has to do is to log in 
through a browser or download the digital lending 
company’s app from the online application plat-
forms, grant the service provider access to specific 
personal information such as call logs, SMS logs, 
mobile money transaction history, geo location, 
bank verification numbers, emails, passport pho-
tographs, etc. This information is then utilized to 
access the borrower’s data to verify their identity, 
evaluate their credit rating and assess their ability 
to repay the loan. 

In the event of default, these companies often resort 
to cyberbullying, social shaming, threats, defama-
tion, etc by asking friends, family, or workmates of 
overdue customers to repay the loan or compel the 
borrower to repay. 

5.    DO ThESE COMPANIES 
      COMPLy WITh ThE INDUSTRy
      REGULATIONS?
 
The compliance record within this subsector is gen-
erally checkered and in this respect, there is a need 
to distinguish between digital lending companies 
with physical offices and those who do not maintain 
any physical presence. The former generally oper-
ate within the set regulatory framework while the lat-
ter is generally non-compliant.  However, the latter’s 
population far outweighs the former with fragrant 
disregard to basic industry regulations even in the 
face of impending fines by regulatory authorities. In 
fact, some of the non-compliant ones operate with-
out a physical office or requisite license necessary 
to function as a lending company.
 
6.    WhAT ARE ThE LEGAL 
      IMPLICATIONS Of 
      DEfAULTING ON A LOAN?

Ideally, when a customer defaults on a loan, inter-
ests are charged daily in addition to the default fee 
until the loan sum together with the accrued interest 
is extinguished.  Also, demand letters are usually 
written to overdue customers notifying them of their 
default and urging them to pay else the company 
may resort to legal actions. Where the borrower 
fails to heed the call for repayment, the lender may 
initiate a proper recovery of debt action in court to 
recover the outstanding loan.
 
7.     hOW DO ONLINE LOAN
       COMPANIES RECOvER
       OUTSTANDING LOANS?

Based on the sphere within which these companies 
operate, the lack of collateral and proper documen-



The redress options available to an aggrieved bor-
rower involves a combination of reliefs and sanc-
tions against the erring lender. These options in-
clude an action for breach of their right to privacy 
under the S. 37 of the constitution or  the NDPR, ac-
tion for cyberbullying pursuant to the CyberCrimes 
Act6, criminal defamation7, a petition to the NITDA8 

or Federal Competition and Consumer Protection 
Commission9 for imposition of fine against the lend-
er, or an action in tort for damages.

12.    ARE ThE REGULATORS 
       DOING ENOUGh TO
       CURTAIL ThESE ONLINE
       LENDERS?

No. While the regulators are trying in their bid to 
curtail the excesses of these mobile lending apps, 
there is a need for the issuance of guidelines, reg-
ulations and legislations aimed at specifically cur-
tailing their excesses. The cases of social shaming 
are on a steady rise especially in the wake of the 
surging increase in the number of new entrants who 
would go to any extent to recover their outstanding 
loans.

CONCLUSION
The need for regulators to curb the excesses of dig-
ital money lenders without crushing digital lending 
activities cannot be overemphasised. The issuance 
of the NDPR which gave cause to the fine levied 
against Sokoloan in 2021 and similar recent regu-
latory advancements in this sub-sector all indicate 
that the regulators are not only conscious of the 
menace of these online loan apps but are actively 
fighting to end its reign. Thus, regulators need to 
step up their current disposition towards discharging 
their responsibilities in regulating the sector in order 
to forestall further social shaming and data privacy 
infractions by these digital lending companies.
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tomers or publish malicious content to the families, 
friends and associates of the defaulting customers 
as their privacy policies and terms of use appear not 
to contain such provisions.

10.    WhAT ARE ThE PRIvACy
       IMPLICATIONS Of
       DEfAMATION by DIGITAL 
       LENDING COMPANIES?

Resorting to social shaming, defamation, bully-
ing among other unorthodox measures, especially 
when this information is sent to contacts of default-
ing customers offends the Nigeria Data Protection 
Regulation (NDPR) as both the defaulting custom-
ers and the third party could sue for breach of their 
privacy.

While it is easy to make a case for these compa-
nies under the doctrine of pacta sunt servanda on 
the ground that borrowers should not be seen to 
assert rights which they had previously signed off 
by consenting, there are however, limitations to the 
application of the doctrine under the NDPR which 
provides that “no consent shall be sought, given or 
accepted in any circumstance that may engender 
direct or indirect propagation of atrocities, hate, 
child rights violation, criminal acts and anti-social 
conducts”5

Calling a defaulter and even tagging his family as 
“chronic debtor”, “manipulator” “criminal” “being on 
the run” are anti-social conducts which the NDPR 
would reprehend irrespective of consent.

11.   WhAT ARE ThE LEGAL 
      OPTIONS AND REMEDIES
      AvAILAbLE TO A DEfAMED
      CUSTOMER/ThIRD PARTy?

REfERENCE:
1 Their status as a non-banking entity removes these DLCs from the 
burden of regulatory oversight of the NDIC, which provides a number 
of competitive advantages arising from the relative laxity in the areas of 
pricing, operations and collateralisation of loans.
2 Some of them have very high interest rates with very short repayment 
date as little as seven days.
3 See Section 57 (1) of BOFIA, 2007
4 See Section 4 of The Money Lenders Law of Lagos State. Such money 
lenders must be duly licensed by obtaining a Money Lenders License 
under S. 5 of the law.
5 See Paragraph 2.4 (a) of the NDPR
6 See Section 24 (1) (b) of the Cybercrimes Act, 2015
7 See Section 375 of the Criminal Code 
8 See Regulation 2.10 of the NDPR
9 See section 17 (a) of the Federal Competition and Consumer Protec-
tion Act
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LEGAL DISCLAIMER:

The information contained in this article is provided for informational purposes only, and should 
not be construed as legal advice on any subject matter.

You should not act or refrain from acting on the basis of any content included in this article 
without seeking legal or other professional advice. The contents of this article contain general 
information and may not reflect current legal developments or address your situation. We 
disclaim all liability for actions you take or fail to take based on any content on this article.

This article contains links to other websites in the footnotes. We are not responsible for the 
privacy practices or the content of such web sites, and we do not endorse such.

Thank you for your understanding.


