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Debra Kruse
Deputy General Counsel
GE Capital

572 Swan Street
Richmond VIC 3121
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T +613 9921 6859
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E debra kruse@ge.com

23 May 2011

House of Representatives Economics Committee

Parliament House
CANBERRA, ACT 2600

BY EMAIL: economics.reps@aph.gov.au

Inquiry into the National Consumer Credit Protection Amendment {Home Loans and Credit
Cards) 8ill 2011

GE Capital Finance Australasia Pty Ltd {"GE"} welcomes the opportunity to make this submission on
the National Consumer Credit Protection Amendment {(Home Loans and Credit Cards) Bill 2011 {"Bill")
to the House of Representatives Economics Committee {*Committee”).

GE has several businesses operating in Australia, including GE Money and GE Commercial Finance.
There are a number of features of our businesses tfor example, our range of credit products, variety
of distribution channels, numbers of customers and the fact that we don't take deposits) which
means that GE has a significant and distinctive interest in proposed reforms affecting the regulation
of financial services, and specifically credit. Although GE conducts a significant financial services
business in Australia, our perspective on proposed reforms is often unlike that of any other financial
institution operating in Australia.

Our comments as to whether the Bill is adequate to implement the government's stated policy
objectives {and GE's recommendations) on specific aspects of the Bill are set out in detail in the
Appendix. ‘

In addition to those specific comments, we have significant concerns with respect to the following:
1. Application of the Bill to Existing Credit Contracts

The government’s election commitment as articulated by the Prime Minister in the Fairer, Simpler
Banking policy announced on 15 August 2010 was that the credit card reforms would apply to
new credit cards from mid 2012. The retrospective application of the Bill in respect of the
prohibition on unsolicited credit limit increase offers is a significant and unexpected departure
from that commitment and is unnecessary to achieve the stated policy objective to provide the
benefit of the reforms to new credit cards.

We have the same concern about the government's intention to apply the requirement for
tailored minimum repayment warnings retrospectively. The fact that this election commitment
is not currently addressed in the Bill introduces an unacceptable level of uncertainty for industry
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and may set a dangerous precedent for consultation and implementation with respect to future
reform initiatives.

2. Implementation Timing

The Bill currently provides that the credit card reforms must be implemented by 1 July 2012.
Many of the reforms will require significant IT systems changes. Such systems changes will
require lengthy lead times that can only be planned and scheduled for implementation once all
of the detail of the reforms is known. Much of the detail is to be provided in Regulations that
have not yet been released. In our view, the implementation date of the Bill must be at least 12
months from the time that all of the detail to be provided in Regulations is finalized.

3. Significant Liability for Non-compliance

The Bill introduces significant penalties, civil and criminal, for non-compliance. [n most cases,
the criminal offences are strict liability offences. The principle of proportionality has been
recognised as being of prime importance in devising, implementing, enforcing and reviewing
regulations?. This principle requires that remedies be appropriate to the risk posed, with costs
identified and minimised. (n GE's view, the penalties under the Bill are a disproportionate -
response in the absence of clear evidence of the risk of consumer harm that the Bill purports to
address.

We would be happy to discuss our submission further with you. GE requests the opportunity to
continue to be represented at any forum that is part of the consultation process with respect to
national credit reform, to the extent they are relevant to GE's businesses in Australia.

Sincerely

Debra Kruse Skander Malcolm
Deputy General Counsel President & CEO
GE Capital Australia & New Zealand GE Capital Australia & New Zealand

1 Better Regulation Task Force (2003), Principles of Good Regulation, www.brtf.gov.uk, 2003
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