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Abstract 
This article examine the formalities require for the formation of hire purchase 

contract in Nigeria, hire purchase contract or agreement includes any other 

agreement, or combination of agreements which, together have the same import 

irrespective of the name given by the parties. The object is to prevent sellers from 

circumventing the provision of the Hire-Purchase Act by disguising their 

transaction as loan, pledge or a lease. The article examine the import of the 

Nigeria Hire Purchase Act which provides that agreement must be in writing, 

stating the price at which the goods may be purchased. It is the duty of the owner 

to give this information to the prospective hirer. However, where the hirer has 

inspected the goods, and at the time of that inspection tickets or label were 

attached or displaced clearly stating the price, or that the hirer selected the goods 

by reference to catalogue, price list or advertisement which clearly stated, the 

cash price, then the need for the written notice is dispensed with, failure to comply 

with this requirement renders the agreement unenforceable. The article further 

recommend that the penal sanctions to ensure compliance in the execution of hire-

purchase agreement are weak. There is the need to review the Act with the view 

to strengthen the enforcement mechanisms. 
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Introduction 
One of the commonest methods by 

which traders, dealers and 

manufacturers grant extended credit to 

their customers is by hire-purchase 

agreement. This type of financing 

arrangement is more often treated by 
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the ordinary man as a contract of sale in which the price is paid or payable by 

instalments1. Before 1965, Hire Purchase transactions in Nigeria were regulated 

by Common law principles2, which were mostly draconian and brutish against 

the hirer especially in the area of repossession of the Hire Purchase goods by 

the owner3. However, with the enactment of the Hire Purchase Act in 19654, 

hirers now enjoy some respite as the provisions of the Act appear to lean in their 

favour.5 To this end, Section 9 of the Act provides some conditions that must 

be fulfilled before an owner can repossess the goods. Goods, for this purpose, 

mean any chattels personal other than things in action and money, and also 

include motor vehicle which mean mechanically propelled vehicle intended or 

adapted for use on roads or for use for agricultural purposes.6 The Act does not 

stop at merely stating conditions for recovery of possession of the goods; it also 

makes provisions for sanctions upon breach of relevant sections therein. Most 

of these penal provisions are contained in the Hire-Purchase Regulation of 

1968. It is pertinent to note further that, owing to the provision of section 1 of 

the Act dealing with transaction to which the Act applies, it may be safe to 

conclude that hire-purchase in Nigeria is primarily governed by the Act and 

principles of common law.7 The point being made here is that transactions 

which do not fall under the purview of the Act are not void thereby. They are 

valid and are still governed by common law principles.  

Selling of goods on credit terms with price, payable by the buyer in installments 

facilitates commercial transactions – the buyer who could not otherwise afford 

to pay the purchase price instantly is allowed credit facility and the seller 

 
1  Igweike K. I., Hire Purchase, 2nd ed.(Lagos: Malthouse Press Ltd., 1999), 1 
2  Modern Hire Purchase first received judicial approval in the case of Helby v. Mattews [1895] A. C. 

471. 
3  See for instance the following cases: Atere v. Amao (1957) WRNLR 176; Animashaun v. CFAO 

(1960) LLR 151 
4  Note that the Act had a prospective effect as it was made to take effect from 1st October, 1968. The 

Act was amended in 1970 by the Hire-Purchase (Amendment) Act of that year. However, the act 

which was earlier contained in Cap. 169 of the Laws of the Federation of Nigeria, 1990, is now 

contained in cap. H4, Laws of the Federation of Nigeria, 2004 albeit with no amendment other than 

that done in 1970. 
5  Ibid. 
6  Section 20 of the Act. 
7  Section 1 provides as follows: Subject to the provisions of section 19 of this Act, the provisions of 

this Act (other than the provisions relating to the control of advertisement) shall apply in relation 

to – (a)All hire-purchase agreements and credit-sale agreements (other than agreements in respect 

of motor vehicles) under which the hire-purchase price or total purchase price, as the case may be, 

does not exceed two thousand naira; and (b)All such agreements in respect of motor vehicles, 

irrespective of the hire-purchase price or total purchase price, being agreements made after the 

commencement of this Act; and the expressions “hire-purchase agreement” and “credit-sale 

agreement” in the following provisions of this Act shall be construed accordingly. 
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equally benefits because he is able to sell his goods which he could not 

otherwise have sold. 

In antiquity, hire-purchase began was singer sewing machines to be offered on 

hire-purchase terms and were particularly suited to the transaction in that 

sewing machine was an asset with long life against which money could be 

advanced with safety and, from income for him while he was paying-off the 

installments. Traders were quick to see the advantages of the hire-purchase to 

their business. Thus other consumer durable goods quickly followed in the wake 

of sewing machines and were taken on hire-purchase terms by eager consumers. 

However, other forms of commercial transaction began to appear and, hire-

purchase was soon opened to abuse, it was common for goods to be re-

possessed for trivial default on the hirer’s part when the larger part of the hire-

purchase price had been paid. Unfortunately at common law, there was no relief 

against such forfeiture. Also, the “minimum payment” clause was a common 

feature of the early agreements whereby the hirer had to pay a fixed sum or 

calculable   amount on determination of agreement. Ostensibly, the justification 

for such clause was to compensate the owner for rapid depreciation of goods 

but actually, it was to allow the owner to recover the loss of future installments 

which he had expected under the agreement. The sum claimed became 

extortionate. Sad still, a situation where the hirer committed no breach of the 

agreement but voluntarily exercised his option to determine the contract and 

return the goods and the minimum payment clause was activated against the 

hirer. 

It too boldness of Lord Denning to address this injustice: 

Let no one mistake the injustice of this. It means that equity commits itself to 

this absurd paradox, it will grant relief to a man who breaks his contract but will 

penalize the man who keeps it. If this be the state of equity today, then it is in a 

sore need of an overhaul so as to restore its first principles8. 

In an attempt to curb these, various abuses in hire –purchase transaction, 

legislative intervention in 1938 with the first Hire-Purchase Act with far-

reaching measures became necessary. 

There were later statutes which regulated hire-purchase agreements in 1954 and 

1964, followed by a consolidating Hire-Purchase, 1965. The 1964 Act enlarged 

 
 
8 Bridge v. Camphell Discount Co Ltd (1962) AC 600, (1962), AL ER 385. 
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the hirer’s protection considerably and the Act and regulation made there under 

prescribed the physical form in which the agreement had to be cast9. An attempt 

was also made to check forceful, “doorstep selling” of hire-purchase by 

allowing the hirer an unqualified right to cancel the agreement within a limited 

period (“The cooling – off” period) where it had been signed at a place other 

than trade premises. 

We shall attempt to examine the formalities for the formation of hire-purchase 

agreement with particular focus on Hire-Purchase Act of 1965 in Nigeria. As 

much as practicable, references shall be made to other jurisdictions within the 

common law countries. 

 

The Nature and Definition of Hire Purchase Transaction 

Hire –Purchase is defined in the Nigeria Hire-Purchase Act as: 

Hire-Purchase means the bailment of goods in pursuance of an agreement under 

which the bailee may buy the goods or under which the property in the goods 

will or may not pass to the bailee. And “hire-purchase agreement” shall be 

constructed accordingly; and whereby virtue of two or more agreements, more 

of which by itself constitutes a hire-purchase agreement, there is a bailment of 

good and either the bailee may buy the goods, or the property therein will or 

will not pass to the bailee, the agreement shall be treated for the purposes of this 

Act as a single agreement made at the time of when the last of the agreement 

was made10. 

The Consumer Credit Act11 defines hire-purchase agreement to mean: 

An agreement other than a conditional sale agreement, under which- 

a) Goods are bailed or (in Scotland) hired in return for periodical payments 

by persons to whom they are bailed or hired, and 

b) The property in the goods will pass to that person if the term of the 

agreement are complied with and one or more of the following recurs- 

i. The exercise of an option to purchase by that person, 

ii. The doing of any other specified act by any party to the agreement, 

iii. The happening of any other specified event,  

The essential feature of a hire-purchase agreement are that-12 

 
9 Hire-Purchase (Documents) (Legibility and Statutory statements) regulation 1965 
10 S.20 Hire-Purchase Act Cap 169 LFRN, 1990(hereafter referred to as HPA, LFRN 1990). 
11 S.189 Consumer Credit Act 1974 (hereafter referred to as CCA, 1974). 
12 Brown 1, Commercial Law (Butterworth’s 2001) 777. 
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a. The debtor hires the goods from the creditor/finance company under a 

contract of bailment; 

b. The creditor/finance company retains property in the goods during the 

period of hire: 

c. The debtor/customer makes installment payments of the price and is 

granted an option to purchase after payment of the installments; and 

d. A contract of sale of goods is formed if the debtor/customer decides to 

exercise the option to buy the goods. These are the elements embodied 

in the Customer Credit Act. 

 

In Malaysia13 hire-purchase agreement defines in an open-ended manner thus: 

Hire-purchase agreement includes a letting of goods with an option to purchase 

an agreement for the purchase of goods by installment (whether as rent or hire 

or otherwise), but does not include any agreement  

c) Under which the person by whom the goods are being hired or purchased is 

a person who is engaged in the trade or business of selling goods of the same 

nature or description as the goods comprised in the agreement. 

The definition of hire-purchase agreement above is done in such a way that a 

dishonest an fraudulent creditor does not obscure the true intention of the 

contract of hire-purchase by the use of certain terms such a “rent” or “hire”. 

Again, it expressly exclude other commercial transactions such a contract of 

sale of goods which is governed by sale of goods act definition is creditably 

clear and devoid of ambiguity. 

In Zimbabwe14 hire-purchase agreement is defined to mean: 

a. Any contract whereby goods are sold subject to the condition that 

notwithstanding delivery of the goods, the ownership in such goods shall 

pass except in terms of the contract and the purchase price is to be paid 

in two or more installments; 

b. Any contract, other than financial leas, which provide for hiring of goods 

whereby the hirer has the right- 

i. To purchase such goods after two or more installments have been 

paid in respect thereof; or 

 
13 S.2 Hire-Purchase A. Malaysia 2006 (as amended). 
14   S. 3(1) Hire-Purchase Act, Zimbabwe, 1957. 
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ii. After two or more installment have been paid in respect therefore, to 

continue or renew from time to time such hiring at a nominal rental 

or renew from time to time  the right to be possession of the goods 

without any further payments or against payment of a nominal 

amount periodically or otherwise; whether or not the agreement may 

at any time be terminated by the either party or one of the parties; 

iii. Any other contract, other than a financial lease, which has, or contract 

which together have, the same import as either or both the contracts 

defined in paragraph (a) or (b) of this definition, whatever form such 

contract may take. 

In Lesotho15 Hire-Purchase Agreement is defined as: 

An agreement where goods are sold on credit but ownership is retained by the 

seller, even though possession is transferred to the buyer and the purchase price 

is to be paid by two or more installments after possession has been transferred16. 

According to Kumar17, the definition of hire-purchase includes any other 

agreement, or combination of agreements which, together have the same import 

irrespective of the name given by the parties. The object is to prevent sellers 

from circumventing the provision of the Hire-Purchase Act by disguising their 

transaction as loan, pledge or a lease. 

Having looked at definitions of hire-purchase agreement in various jurisdictions 

within the common law countries, it is pertinent to now examine the formalities 

for the formation of the hire-purchase agreement. 

 

Formalities for the Formation of Hire-Purchase Agreement 

In United Kingdom, the law relating to the formalities of the agreement, its 

content and its possible cancellation is contained in Part V of the CCA. The 

object of this part of the Act is to ensure that the debtor is aware of his right and 

obligation and the pattern of control is similar to that found in the earlier Hire-

Purchase legislation, it sets new standard of consumer protection with both 

substantive rights granted to the hirer, for example, the right of cancellation of 

 
15  The Legislation in Lesotho is the Hire-Purchase Act, 1974 which was amended by the Hire-

Purchase (Amendment) Act 9 of 2000. Regulation to implement the Act were passed by the 

Minister for Industry and Commerce in 2002. (Hereafter referred to as HPA Lesotho). 
16    S.2 of HPA Lesotho 
17  Kumar, U. “Formalities of Hire-Purchase Contract” available at http//www.2.accaglobal. 

Com/pubs/students/public last accessed on 06/09/11 (hereafter referred to as Kumar, Hire-

Purchase contract). 
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agreement, and the draconian regulations which prescribed, in minute detail, the 

physical form of the hire-purchase agreement, for instance, the minimum, 

permissible size of the print and the colour of the lettering. 

The provision relating to formalities in part V of CCA apply to all regulated 

agreements18 apart from four19 categories of agreement. 

In Nigeria, Hire-Purchase Act20 provides for detail requirement for hire-

purchase agreement and credit-sale agreement: 

A)  The agreement must be in writing21 stating the price at which the goods 

may be purchased. It is the duty of the owner to give this information to 

the prospective hirer. However, where the hirer has inspected the goods, 

and at the time of that inspection tickets or label were attached or 

displaced clearly stating the price, or that the hirer selected the goods by 

reference to catalogue, price list or advertisement which clearly stated, 

the cash price, then the need for the written notice is dispensed with, 

failure to comply with this requirement renders the agreement 

unenforceable22. 

The memorandum of the agreement which must be signed by the hirer and all 

other parties to the agreement must contain the following;23 

i. Statement of the hire-purchase price and the cash of the goods, the 

amount of installment date upon which each installment is payable. 

ii. Statement of deposit paid 

iii. Statement of true rate of interest 

iv. List of goods to which the agreement relates sufficient to identify 

them. 

A copy of the memorandum is delivered or sent to the hirer within fourteen days 

of the making of the agreement. 

 
18 The CCA, 1974 covers a very wide range of credit agreements. It applies to Hire-Purchase, 

conditional sales and with some modifications, credit agreement but it also governs money lending 

transactions pledges. It also cover other credit transaction such as check trading, credit card 

transactions bank overdrafts and other types of running account credit equally applies to hire or 

rental agreements. 
19 S. 74, CCA 1974 excludes certain agreements form part V viz (i) non-commercial agreement (ii) a 

debtor-creditor agreement enabling the debtor to overdraw on a current account (iii) agreement for 

restricted –use-credit (iv) certain agreement to finance payment on death. 
20   S.2 – 8 HPA cap 169 LFRN 1990 
21   Ibid s. 2(1) 
22 Ibid s.2(2) 
23 Ibid 
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The court can exercise discretion to dispense with this requirement in subsection 

(1) of section 2 and paragraph (b), (c) or (d) if the court is satisfied that will not 

prejudiced the hirer and that it would be just and equitable to do so24. 

B) Avoidance of certain provision in agreement: 

Any of the following provisions in the agreement shall be void. These are:25 

i. Provision by the owner to enter upon any premises for purchase of 

taking possession of the goods under hire-purchase agreement or 

relieve from liability; 

ii.  Exclusion of the right of conferred by the Act on hirer to determine 

the agreement, or impose additional liability on the hire outside the 

provision of the Act. 

iii. Where a person acting on behalf of the owner or seller is deemed to 

be agent of the hirer. 

iv. Where an owner or his agent is relieved of liability for his acts or 

defaults in connection with formation and conclusion of hire-

purchase agreement. 

v. Where the hirer required to avail himself of the services as insurer or 

repairer of a person other than a person selected by the hirer.  

C) Conditions and Warranties Implies in Hire-Purchase Agreement: 

In every hire-purchase agreement there shall be.26  

a. An implied warranty that the hirer shall have and enjoy quiet possession 

of the goods. 

b. An implied condition on the part of the owner that he shall have a right 

to sell the goods at the time when the property is to pass. 

c. Implied warranty that the goods shall be free from any charge or 

encumbrance in favour of the third party at the time when the property 

is to pass. 

d. Implied condition that the goods shall be merchantable quality except 

where the goods are let as seemed-hand goods. 

It should  be noted here that in S.4 of the Act set out above, the creditor need 

have a right to sell the goods only at the time that property is to pass to the 

debtor but at common law, there was an implied condition in hire-purchase that 

 
24 Ibid 
25 Ibid s.3 
26 Ibid s.4 
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the creditor should be capable of conferring title both at the time of delivery27 

of the goods to the debtor and at the time of the exercise of the option to 

purchase which property is to pass to the debtor28 the common law rule was 

sometimes criticized as being too stringent in that the debtor acquires ownership 

only on the exercise of the option to purchase and it is thus, unnecessary for 

creditor to have title before that time. 

The implied conditions and warranties set out in subsection (1) and (2) cannot 

varied by an agreement unless the parties to the agreement agree to do so.29 

Other relevant enactment of rule of law regarding condition and warranting may 

be implied in the hire-purchase agreement30 

D) Power of minister to regulate the terms of hire-purchase and conditional 

sale agreement. S.5 of the Act makes provision for the power of the 

minister to regulate the hire-purchase and conditional sale agreement. 

It is sad to note that the highest penal sanction the minister can impose for any 

particular offence should not exceed one thousand naira (N1000) of what use is 

such fine? It is submitted that with this kind of weak penal sanction, the 

provision would be flouted with impunity. There is urgent need therefore for a 

comprehensive review of the Hire-Purchase Act. 

In other jurisdictions for example in Malaysia were S.38 stipulates a penal 

sanction of ten thousand ringgit fine or imprisonment for a term not exceeding 

three years (3 years) or both for fraud or attempted fraud. Zimbabwe panel 

sanctions are equally weak like that of Nigeria. S. 11 (2) of Zimbabwe Hire-

Purchase six months imprisonment or level 5 or both for fraudulent practices.  

 

Duty of parties to furnish information 

At any time before the final payment has been made in respect of hire-purchase 

agreement any person entitled to enforce the agreement against the hirer shall, 

within fourteen days from the data of the hire has tendered to him the sum of 

twenty kobo for expenses, supply to the hirer a copy of memorandum of 

 
27 In a conditional sale agreements, s.12, Sale of Goods Act 1979 governs the position regarding title 

and so the seller needs have title only at the time the property is to pass. There is no term implied at 

common law that the title be vested in the seller at the date of delivery to the purchaser. 
28 Mercantile Union Guarantee Corp Ltd v. Wheatley (1938) 1 KB 498; Warman v. Southern 

Countries Car Finance Corp Ltd (1949) 2 KB 576 
29. S.4(3) HPA cap 1669 LFRN 1990  
30  Ibid s.4(4) 
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agreement together with a statement signed by the said person or his agent 

showing; 

a. The amount paid by the liver. 

b. The amount due but unpaid, the date each unpaid installment became due  

c. The amount which is to become payable, the date each installment is to 

become payable. Failure to comply with this requirement without 

reasonable cause renders the agreement unenforceable against the hirer 

and if the default continues for a period of one month, it constitutes an 

offence and liable on summary conviction to an amount not exceeding 

twenty naira. 

Equally, failure of a hirer to inform the owner in writing within fourteen days 

from the time of receipt of such request, where the goods are without reasonable 

cause shall be liability on summary conviction to a fine not exceeding twenty 

naira. 

S.7 of the Act provides for the appropriation of payments under hire-purchase 

agreements. S.8 provides for the right of hirer to determine hire-purchase 

agreement by giving notice in writing to the owner or his agent. 

However, the hirer may be liable to pay damages if he fails to take reasonable 

care of the goods where the agreement has been determined under this section. 

 

Implication of Penalties under Hire Purchase Transactions 

The general impression that on gets about a hire-purchase transaction is that it 

is based on a mutuality of obligations by the parties and that the position of the 

law in this regards is merely facilitative. That is, the law merely plays the role 

giving effect to the agreements of the parties. While this may be entirely true 

with regards to common law principles,31 the position seems slightly different 

with the Act. Although it plays the facilitative role, there are some provisions 

for penalties and fines under the Act. However, these penal provisions are so 

ridiculously low that they have been described as being derisory.32 But, while 

commenting on the Act, Apori rightly stated that  

Another important feature of the statute is the imposition of penal sanctions to 

ensure that the implied terms and the formalities imposed by the statute are 

observed. To that extent, it can be said that the penal sanctions are imposed to 

 
31   Eric Okojie, and Desmond O. Oriakhogba, An Examination of Repossession by Owner and the 

Implication of Penalties in Hire Purchase Transactions in Nigeria, unpublished work, 2007,  
32   Monye, F. Commercial Law, (Enugu: chenglo Ltd., 2006) 136 
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safeguard the integrity of hire purchase and credit sale agreement under the 

statute in relation to covered goods.33 

Under the Act, some acts or omission constituting violations are penalised and 

attract, upon due prosecution and conviction, appropriate sanctions. The penal 

provisions relating to hire-purchase transaction are mainly contained in the 

Hire-Purchase Regulation of 1968 (hereafter, the ‘Regulation’) made by the 

Minister of Trade pursuant to his powers under sections 2(2), 5 and 8 of the Act.  

The first Schedule of the Regulation provides for the payment of a minimum 

percentage of the cash price for the goods which are the subject matter of the 

hire purchase transaction and the maximum period for the payment of the 

remainder of the price by instalment.34 For this purpose, goods are classified 

according to type. For nearly all goods, the minimum cash price required is ten 

percent of the total cash price. Again, for nearly all goods a hirer has a maximum 

of thirty six months to pay.35 The main exception is in relation to motor vehicles. 

Twenty percent of the cash price is payable to the owner under the transaction. 

Apart from that, the maximum payment period even in the case of a motor 

vehicle remains thirty six months. It is rather the maximum payment period for 

household goods such as electric gas cookers, washing machines and water 

heating appliances that has been pegged at forty eight months, while the 

minimum cash price payable for these goods remains ten percent. The owner of 

the goods is prohibited from disposing of goods under a hire purchase 

transaction in violation of the afore stated minimum cash price and maximum 

payment periods.36 However, the minimum deposit requirement is not satisfied 

when it is shown that the hirer has borrowed any part of the deposit from the 

owner, dealer or manufacturer.37 But the hirer commits an offence if he assents 

to an agreement in which the cash price and installation costs (if any) are not 

shown38or where he does not pay the regulation minimum deposit39or if the 

repayment period is longer than the maximum payment period.40 The owner is 

also guilty of an offence if the hirer continues to be in possession of goods in a 

 
33   Apori, K. A., Agency and Hire Purchase Law: Nigerian Perspective, 136.  
34    http://www.2.accaglobal.com/pubs/students/publi -last assessed on 06/09/2019 

35   Ibid 
36  Regulation 3(1) of the Hire Purchase Regulation (HPR) 
37  Regulation 3(2), HPR 
38  Regulation 4(a), HPR 
39  Regulation 4(b), HPR 
40  Regulation 4(c) (i), HPR 
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situation where the minimum cash price and installation costs of the goods are 

not in the hire purchase agreement.41 It is also an offence for an owner who 

disposes of goods to a hirer in anticipation of making a hire purchase agreement 

if he fails to collect the regulation minimum deposit within fourteen days of 

disposition of the goods.42 The rationale for this provision is to ensure that hire 

purchase transactions are not disguised as something else by the parties in order 

to circumvent provisions of the Act.43 

Attention must be drawn Regulations 8(1) – (3) which contains detailed 

prohibition against variation and novation of hire purchase agreements. Thus, 

any variation or novation of a hire purchase transaction that affects any 

payments made previously or which increases the period over which the balance 

due is payable is prohibited.44 The regulation prohibits collateral agreements 

that attempt to fuse goods already supplied under a hire purchase transaction 

and other goods in substitution for the hire purchase agreement or a credit sale 

agreement.45 By virtue of regulation 8(2), a person shall not enter into any 

agreement whereby a hire purchase transaction is varied in such manner that it 

comprises after such variation other goods to which the regulations do not 

apply. Neither can a new agreement be substituted for an old one even where 

both are hire purchase agreements.46 Finally, by virtue of Regulation 11 of the 

Regulation, the offences created therein attract punishment upon summary 

conviction by a fine not exceeding two hundred naira. It ought to be noted that 

for this purpose, both corporations and their officers are equally liable. 

Now, as to the implication that such penal sanctions have on a hire purchase 

transaction, it has been argued by Apori that noncompliance with the provisions 

of the Act amounting to an offence thereunder, renders the hire purchase 

transaction illegal and void. According to him,  

The regulations indicate a clear desire to safeguard the integrity of the hire 

purchase system. They do this by making it impossible to disguise hire 

purchasing as some other form of transaction. Moreover, since under section 2 

of the Hire Purchase Act noncompliance with the regulations is a crime and 

therefore illegal, any act of noncompliance is likely to make the resulting 

 
41  Regulation 5, HPR 
42  Regulation 7, HPR 
43  Apori, p137. 
44  Regulation 8(1) (a) and (b), HPR 
45  Regulation 8(3), HPR 
46  See Regulation 9, HPR for the exceptions to Regulation 8. 
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contract illegal. Now, the general rule is that an illegal contract is a void contract 

and hence unenforceable. Thus we may take the position that noncompliance 

with the regulation gives rise to the possibility that the hire transaction has 

become void.47  

Although the foregoing argument is sound and seems to reflect the state of the 

law on illegal contracts, it is doubtful whether the courts will be willing to 

uphold such arguments when the issue arises. Granted, the Act’s mission is to 

afford protection for hirers which were hitherto not afforded at common law, 

declaring a hire purchase transaction for noncompliance with provisions of the 

Regulation will be dragging the protection too far, especially where such 

violation, though an offence, does not distort or destroy the essentials of the 

agreements between the parties in line with the formalities for hire purchase 

transactions under the Act.  

 

Conclusion/Recommendation 

As stated elsewhere in this work, the penal sanctions to ensure compliance in 

the execution of hire-purchase agreement are weak.48 There is the need to 

review the Act with the view to strengthen the enforcement mechanism. 

Again the appropriate legislative authority should activate itself to review, 

legislate and codify all consumer credit agreement like what is obtainable in 

United Kingdom. 

It appears also that the general provisions of the Act have aged as much as could 

be seen as useless. It now seems to be an impediment to commercial growth. 

By far the biggest drawback of the Act is the monetary limit for goods, other 

than motor vehicles, the subject-matter of hire-purchase. This limit should be 

removed. There should be no limit for any goods let out on hire-purchase. We 

make this recommendation because we strongly believe that section 9(5) of the 

Act ought to be extended to other goods other than motor vehicles since, to our 

mind, the subsection is of great value in balancing the interests of the parties 

under the agreement. If the limit is removed, the owner will be able to undertake 

interim-repossession of other goods in particular hire-purchase transactions. 

 
47  Apori, p 138 
48 See for examples s.5 of the Act where Minister could only impose a fine not exceeding one 

exceeding one thousand naira. See also s.6 where a fine exceeding twenty naira is impose for an 

offence. 
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Finally, there are a host of other provisions of the Act that need to be revisited. 

The definition of hire-purchase under the Act needs to be made more purposeful 

and inclusive so as to completely take care of all hire-purchase transaction and 

do away with the application of common law principles. It goes without saying 

that the penalties and fines under the Act need to be adjusted to reflect present 

realities. They could be jettisoned entirely because they are, if at all, of marginal 

usefulness. This is so because mere enactment of laws without execution thereof 

transforms such law to toothless bulldog. It is not enough to argue that they tend 

to safeguard the integrity of hire purchase transactions. The provisions of the 

Act are, in practice, obeyed more in the breach. Despite this trend, there is 

hardly any known case of prosecution for violation of the penal sections of the 

Act.  

 

  


