























provider of processing a dishonoured direct debit. While these figures
are based necessarily on a number of assumptions, given that financial
service providers do not make available the means for calculating the
real costs to them of consumer default, the figures do suggest at the
very least that there is a significant degree of overcompensation to
some financial service providers for default by consumers.

12FC Fees when consumer default results from a third party
default

17.The Consumer Law Committee supports the intent of section 12FC in
seeking to prohibit the imposition by financial service providers of fees
on consumers who have no control over a default against their account.
In particular, although many financiers have now discontinued the
practice, some continue to charge ‘deposited cheque dishonour fees’,
whereby a fee is imposed on a consumer depositing a cheque written
by a third party when that cheque is subsequently dishonoured.

12FD Enforceable undertakings

18.The Consumer Law Committee does not comment on this provision.

12FE Multiple default charges void

19.The Consumer Law Committee supports the intent of section 12FE to
limit the number of default charges that a financial service provider may
impose on a consumer and the circumstances in which default charges
can be imposed.

12FF Multiple default charges void
20.The Consumer Law Committee does not comment on this provision.

Recommendations to the Senate Standing Committee

21.The Consumer Law Committee notes that the Reserve Bank of
Australia has released information that suggests that, in the 2006
financial year 18 Australian banks earned $4 billion in revenue from
fees imposed on Australian households and $9.8 billion from all fees
including fees charged to business customers. This figure includes
fees raised from housing and personal loans, as well as credit cards,
deposit accounts and ‘other fees’. For the 2006 financial year, from the
total RBA figure of $4 billion fee income earned from households,
$2.725 billion is recorded as fees earned by all Australian banks from
credit cards, deposit accounts and ‘other fees'.”

® Reserve Bank of Australia, ‘Reserve Bank Bulletin May 2007 - Banking fees in Australia’, available at
http:/fiwww.rba.gov.au/PublicationsAndResearch/Bulletin/bu_may07/banking fees aus.html [accessed 1
August 2007].




22.However, information available from the Reserve Bank of Australia is
not disaggregated to reveal the quantum of fees earned from consumer
defaults. The Senate Standing Committee on Economics may consider
it valuable to obtain this disaggregated information from Australian
banks, building societies and other credit providers.

23.Further, while it may be the purpose of the proposed legislation to
enable ASIC to access information regarding the cost to banks of
processing consumer defaults, this information is not currently publicly
available. It may substantially benefit the Senate Standing Committee
on Economics in having this information made available to them by the
banks for the purposes of their Inquiry into the Bill.

24.The Consumer Law Committee suggests adding the following clause to
the Bill to ensure that the legislation may not be circumvented by
otherwise void ‘default charges’ being reformulated and imposed as
‘service charges’. It is suggested that the provision read in similar
terms to the following:

12FG Multiple default charges void

(1) A financial service provider must not include in any contract between
the financial service provider and a consumer, a fee for service or any
other charge relating to the account of that consumer, which is more
than a genuine pre-estimate of the likely cost to the financial service
provider of providing that service to the consumer.





