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SCOCA Australian Consumer Law Consultation Competition Your Ref:

and Consumer Policy Division Qur Ref: Miles Turnbull
Treasury . th v

Langton Crescent, PARKES ACT 2600 Date: 16" March 2009
Phone (02) 6263 2111 Fax (02) 6263 3964

Please find the following submission from
Miles Turnbull,

Financial Counsellor

Financial Counselling program

Moreland Community Legal Centre Inc.

In response to The Australian Consumer Law Discussion 'Paperl for public consultation
due March 17" 2009.

Security of basic items and goods for credit and loans, the type increasingly becoming known
as blackmail mortgages, where these types of basic items and goods usually protected
property under-other legislations, for example bankruptey [The Bankruptcy Act and
Regulations contain a number of thresholds, limits and other amounts that are regularly
indexed (changed in line with the Consumer Price Index or the base pension rate)], are
protected.

Consumers, who have mortgages or security taken over this category of goods to qualify for
borrowing or credit purposes, should be addressed and/or protected under the proposed new

Consumer Law.

By not addressing this in Consumer Law review would be irresponsible, as it puts consumers
at risk of losing the most basic of often essential items used/taken as security; for example a
car worth only $2,000 as an primary means of transport, the couch or television, being placed
at risk or being seized. Cases existing of the same household item being mortgaged twice
consecutively by same broker using different credit providers is an example of unaddressed
blackmail mortgaging in the extreme.

Please find attached
e Article and extract from the Moreland Leader pg 3, Debts trip poor 13" October 2008
» Samples pages from different contracts of these types of mortgages note the same
goods mortgaged appear in both samples from different contracts.

From
Miles Tumbu%'g/

Financial Counsellor
Financial Counselling program
Moreland Community Legal Centre Inc.

! Commonwealth of Australia 2009 An Australian Consumer Law — Fair Markets — Confident consumers 1 7™
February 2009
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Debts trip poor in Moreland

NEWS FINANCE 13 OCT 08 @ 10:54AM BY TESSA HOFFMAN

CASH-STRAPPED Moreland residents are being warned about the dangers of shopfront cash lenders who
lend against household items.

Moreland Community Legal Centre said that in the past year, it had seen clients at risk of losing their cars,
microwaves and TVs after defaulting on the loans using them as security. Failure to repay the loans has

landed one Glenroy borrower in VCAT.

Low-income earners struggling to meet weekly budgets often took small loans from “fringe” lenders
because the banks wouldn't lend to them, said Miles Turnbull, centre financial counselior.

“We call them blackmail mortgages. The problem is the (lenders) use the security of household goods fike
microwaves and cars that are normally protected.”

Even in bankruptcy, the law protects consumers from losing their basic household goods and cars valued
under $6500. But there is no law to protect these goods when mortgaged.

Mr Turmbull said the lending practice managed to “skirt around” the Uniform Consumer Credit Code,
which governs all non-business regulated lending. “While what they are doing is legal, we see the fallout;
people suffering, unable to make payments and fearing they will lose their basic goods .”

The Consumer Action Law Centre last year had 12 complaints of threats by lenders seeking to repossess
loan-secured household goods. “They rarely intend to repossess them; it's really used as a threat to get a
consumer to pay (and) in most cases it works,” said centre policy deputy director Gerard Brody.

Mr Brody said a ban on blackmail mortgages was in the pipeline but expected more borrowers would tum
to fringe lenders as the global financial turmoil hit home.

Simon Clover, manager of Cash Loans Money Centre in Glenroy, said his company might use a car or “a
nice bookcase or a collection of encyclopedias” to secure loans to “high-risk” customers but rarely used

whitegoods because “trying to repossess them was pretty useless”.

“The opinion in the courts is that unless they have more than one of that item ... you couldn't repossess
it,” Mr Clover said.

Although default rates were about 20 per cent repossessions were rare and usually happened when the
customer stopped paying and “disappeared”, he said.

Mr Glover said the company had started VCAT proceedings against a Glenroy man for failing to pay or
contact it for five months.
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MONTHLY LOAN CONTRACT
AND GOODS MORTGAGE

oy =

5/09/2007 | Morlgage Reference No: |8l ]

Item A: Date of Contract: [

Item B: Debtor No.l Name: Ay
Debtor No.1 Address: P

Debtor No.2 Name:

Debtor No 2 Address:

Trading as

—
—

Item C: MY LOAN
Lexpressly authorise you to pay me, or « third parly of my nominalion the amount of: $360.00

Fees and charges fo be included in my loan and repaid as part of the loan: $384.95 }

$77.89

I will pay monthly payments of :
In the event of the loan being paid out prior to the agreed maturity date, a rebate may apply.
THE TOTAL OF THE LOAN WILL BE: $884.95
ftemn D: The annual interest rate i$ to be . Interest begins and accrues daily on the
unpaid balance of the loan as from the date of this contract. The maximum interest
payable should all repayments be met during the term of the toun will be: $127.49
In the event of any default, a rate of 5% above the interest rate witl apply.
The maximum term of the loan agreed with you is:

The complete total of all repayments during the Life of the Loan, subject to all -
$1,012.44 ]

repayments being met on time is:
28/09/2007

[tem E:

The first repayment will be paid on:
Item F: FEES AND CHARGES IN RELATIONSHIP TO THE LOAN
*]t is agreed by all parties thal the fees and charges regarding this loan are to be paid
at the same time as the interest and principal are repaid®
1. REVS registration fee, if motor vehicle is used for security: ! $0.00 I

2. Credit approval and verification:
Enquiries regarding the credit history of the client with organisations in
business for that purpose, enquiries to government dgencies. L.e. couris elc.
Checking references supplicd by client, plus other checks as may be necessary. $156.95
] PV S e
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MONTHLY LOAN CONTRACT )
AND GOODS MORTGAGE

Item G:

Item H:

Item It

Item J:

GOODS OFFERED AS SECURITY INSPECTION

To travel and attend to the place where the mortgaged goods are kept/stored, (o
make a visual inspection, 1o make 4 detailed list of the mortgaged goods, where
necessary obtaining an appraisal or verification of the mortgaged goods. $28.00
INTERVIEW FEE

Initial telephone contact and discussions. $0.00

General discussion regarding the suitability of the Joan for the client. $0.00
LOAN ESTABLISHMENT FEE

Attendance to all the legal, contractual and necessary documentation, in accordance
with the law, organising invoices, obtaining cash, arranging payouts, preparing
cheques, payouts to third parties, setting up of a direct debit or any other system
agrecable 1o both parties, through the banking system. $200.00

$0.00

All legal disbursements.

ACCOUNT MAINTENANCE FEE

Early Termination Fee. $0.00

$0.00
$0.00

BROKERAGE FEE '  $0.00

Account Monitoring Fee.

Account Archival Fee,

o 0 0

$384.95

THE TOTAL FEE PAYABLE

fist of the morigaged goods which are offered as security for the loan is as

follows:

I PANASONIC TV, 1 PANASONIC VCR, 1 AKAIL STEREQ SYSTEM, 1 LG FRIDGE, 1

TIFFANY MICROWAVE. 1 FORD FAIRMONTGEDS. - -

Address of the mortgaged goods: ‘
(if as above, leave blank) /
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