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Submission to Senate Economic Affairs Committee inquiry into the National Consumer Credit Protection 

Amendment (Supporting Economic Recovery) Bill 2020 

  

Statement of Recognition 

The Salvation Army acknowledges the Traditional Owners of the lands on which we live and 

work. 

We pay our respect to Elders and acknowledge their continuing relationship to this land and the 

ongoing living cultures of Aboriginal and Torres Strait Islander peoples across Australia. We 

also acknowledge future aspirations of all First Nations peoples. 

Through respectful relationships we will work for the mutual flourishing of Indigenous and non-

Indigenous Australians. 

We commit ourselves in prayer and practice to this land of Australia and its people, seeking 

reconciliation, unity and equity. 
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Submission to the Australian Government consultation on Consumer Credit Reform  

Introduction  

The Salvation Army thanks the Senate Economic Legislation Committee for the opportunity to 

share our insight on issues relating to the National Consumer Credit Protection Amendment 

(Supporting Economic Recovery) Bill 2020 (the Bill). 

The Salvation Army is one of Australia’s largest providers of social services and programs, 

including our work with people in, and at risk of, financial hardship. The Salvation Army provides 

a wide range of services and support to people across Australia as part of realising our vision 

and living our values. 

Throughout The Salvation Army’s experience walking alongside people experiencing 

disadvantage, including through our Moneycare financial counselling services, family and 

domestic violence support services and Doorways emergency relief services, we have found the 

existing responsible lending obligations provide a necessary safeguard against unsustainable 

debt and further financial hardship. Removing these obligations would expose consumers to an 

unacceptable level of vulnerability. 

The Salvation Army recommends that responsible lending obligations be retained in full. 

The government’s amendments to the regulation of small amount credit contracts (SACCs) and 

consumer leases are also of serious concern to The Salvation Army. There are positive 

changes within the Bill which would provide safeguards against the predatory practices of 

consumer lessors and payday lenders. This includes the requirement for equal repayment and 

repayment windows as well as prohibiting certain unsolicited contacts by lenders.  

However, other protections have been weakened from recommendations in the 2016 Review of 

the Small Amount Credit Contracts Laws, including allowing a 20% establishment fee for 

consumer leases, and including delivery and installation fees within the calculation of the 

repayments cap on consumer leases.1  

The government has also announced its intention to restrict access to these products for people 

receiving social security benefits, rather than regulate the loans themselves. This will not, in our 

experience, achieve the policy intent. This will only increase the stigma of social security 

payments while still leaving other people in vulnerable circumstances or hardship open to these 

risky loans. 

The Salvation Army recommends the Bill and draft Regulations not be passed in their 

current form. 

The Salvation Army also endorses the submissions from the Consumer Action Law Centre and 

Financial Counselling Australia.  

                                                
1 The Australian Government the Treasury (2016) Final Report on Small Amount Credit Contracts Laws 
https://static.treasury.gov.au/uploads/sites/1/2017/06/C2016-016_SACC-Final-Report.pdf  
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The Bill 

The Bill amends the National Consumer Credit Protection Act 2009 (the Credit Act) and the 

National Consumer Code (the Code). The government has also announced plans to alter the 

National Consumer Credit Protection Regulations 2010 and to introduce a National Consumer 

Credit Protection (Non-ADI Credit Standards) Determination. These changes are designed to:  

 Restrict the application of current responsible lending obligations to ‘low limit credit 

contracts’. This obliges lenders to: 

o Make reasonable inquiries about the consumer’s objectives for the loan. 

o Verify the consumer’s income.  

o Assess whether the consumer can meet repayments without ‘substantial hardship’, 

including forcing the person to sell their house.  

 Remove restrictions preventing authorised deposit-taking institutions (ADIs) and 

providers of larger loans from: 

o Suggesting or granting a loan which the above assessments would have suggested 

was ‘unsuitable’ for a consumer.  

o Suggesting that consumers remain in these unsuitable credit contracts, or from 

increasing credit on, unsuitable contracts.  

 Make provisions for the Minister to create standards for non-ADIs and to apply penalties 

for non-compliance. This includes specifying requirements for systems, policies and 

processes to ensure the consumer can repay the loan.  

 Ensure that loan repayments on SACCs are of equal size and at equal intervals over the 

life of the loan, and prohibiting the charging of monthly fees where a consumer repays a 

loan early.  

 Place a cap on fees that can be charged for a consumer lease and requiring additional 

information gathering and communication of the base and end price to consumers prior to 

providing a new consumer lease for white goods.   

 Through regulation, prohibiting lenders from providing either SACCs or consumer leases 

which would result in customers spending more than 20 per cent of their income in 

repayments, with additional restrictions for customers who derive a majority of their 

income from Centrelink payments. 
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Responsible Lending 

The Status Quo 

Responsible lending obligations (RLOs) have played a critical role in protecting consumers from 

becoming overburdened by debt. They put responsibility on lenders, who have a much more 

nuanced understanding of credit products, to find the most suitable product for the client’s 

needs and to ensure they will not undergo financial hardship as a result of the loan.  

Although RLOs place a regulatory obligation upon lenders, the evidence is that these processes 

have not had a substantial impact upon the availability of credit within the market. In fact, it is 

likely that RLOs have increased the likelihood that marginal borrowers would repay their debt.3 

The argument that removing the RLOs is needed ‘now, more than ever’ to stimulate spending 

and job creation has not been evident in lending indicators.4 On the contrary, data from the 

Australian Bureau of Statistics indicates that loan commitments for housing and personal fixed 

term loans has risen strongly throughout 2020 and housing loans rose at a record rate in 

November 2020.5   

Under the current consumer protections Australia already has one of the world’s highest 

household debt to income ratios. A survey of 52,000 households showed that, in October 2020, 

40.6 per cent of homeowners were experiencing mortgage stress and 37.9 per cent of 

respondents were experiencing financial stress.6  

Our overwhelming evidence delivering financial counselling in Australia for the past 30 years is 

that credit remains too easily accessible and that this has devastating consequences for the 

people we support. In the 2019-20 financial year, mortgage debt made up the vast majority 

(67.6 per cent) of the $516 million worth of debt owed by Moneycare clients. By contrast, credit 

card debt was the most common type of debt, representing 21.6 per cent of the cases we saw.  

To further illustrate the easy availability of credit, since the Treasurer’s announcement of the 

proposed changes to RLOs, a member of the team drafting this submission received an offer of 

an unsecured personal loan from one of the big four banks. This offer was unsolicited and 

promised a loan of $50,000 with same day approval. This both demonstrates the aggressive 

marketing of such loans, and the ability for banks to presumably meet the RLOs and still provide 

same day approval.  

                                                
3 Treasury. (2018). Financial Services Royal Commission: Submission: Interim Report. 
https://financialservices.royalcommission.gov.au/Submissions/Documents/interim-report-submissions/POL.9100.0001.1059.pdf 
4 Australian Treasurer. (2020, September 25). Simplifying access to credit for consumers and small business [Media release]. 
https://ministers.treasury.gov.au/ministers/josh-frydenberg-2018/media-releases/simplifying-access-credit-consumers-and-small  
5 Australian Bureau of Statistics. (2021, January. Lending indicators. https://www.abs.gov.au/statistics/economy/finance/lending-
indicators/latest-release  
6 Digital Finance Analytics. (2020, November 4). Household Financial Stress Reaches New High. Digital Finance Analytics Blog. 
https://digitalfinanceanalytics.com/blog/household-financial-stress-reaches-new-high/ 
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Asymmetry of Knowledge and Power 

The Sylvan Review identified an “asymmetry of knowledge and power” between consumers and 

financial services, which leaves consumers more vulnerable. It also found financial and credit 

products offered by the market had become increasingly complex and opaque. Our experience 

is that understanding these products requires an above average level of literacy and financial 

literacy.  

Data collected by the Household, Income and Labour Dynamics Australia (HILDA) survey 

suggests that around 45 per cent of Australians cannot demonstrate basic financial literacy. 

Analysis by the University of Western Australia Business School shows there is a real risk when 

widespread financial illiteracy is combined with complex financial markets, high levels of debt 

and easy access to credit.9  

The Salvation Army's position is that when community members are faced with difficult financial 

decisions, they should be able to trust lenders, who are arguably the experts on the financial 

products they sell, to help them ensure the product is suitable for them. Our experience over the 

past 30 years has been that lenders have the resources to pivot in response to legal changes 

and market need and invest heavily in targeted and enticing promotion of debt. For example, we 

recall that after the Credit Act was first introduced in 2009, lenders nimbly responded by offering 

consumers unsolicited overdrafts instead. The complexity of credit products and the resource 

imbalance show that it is therefore unrealistic to expect borrowers to bear all the risk when 

applying for a credit product.  

The reduction of scope in the responsible lending obligations under the Credit Act will reduce 

regulatory oversight and therefore increase the risks for borrowers. Against a backdrop of high 

unemployment, a predicted economic downturn, the stressors caused or exacerbated by the 

global COVID-19 pandemic, and an already high debt to income ratio, it is our concern that this 

will result in more unmanageable debt. 

In the 2019-20 financial year, the Australian Financial Complaints Authority (AFCA) received 

3,616 complaints relating to responsible or appropriate lending, an increase of 14 per cent on 

the previous year.10 This was despite the existing consumer protections contained in the RLOs. 

It is The Salvation Army’s concern that the changes under the Bill will expose even more 

consumers to irresponsible lending practices and that this may limit the scope of AFCA to 

prosecute these cases. 

  

                                                
9 Preston, A. (2020, March). Financial Literacy in Australia: Insights from HILDA data. University of Western Australia Business 
School. 
10 Australian Financial Complaints Authority. (2020). Annual Review 2019-20. https://www.afca.org.au/about-afca/annual-review 
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Small Amount Credit Contracts and Consumer Leases 

The Status Quo  

Through Moneycare and our Doorways emergency relief program, The Salvation Army has 

witnessed a significant correlation between engagement with small amount credit contracts 

(commonly known as payday loans) lenders and consumer lease providers, and people living in 

poverty – typically individuals on lower incomes and people receiving social security payments. 

In the 2019-20 financial year, Moneycare financial counsellors assisted community members 

regarding 1,081 payday loans to a total of $1.8 million and 154 consumer leases worth $0.4 

million.  

The comparatively low amounts and quick turnaround time of small amount credit contract loans 

mean that people on low incomes are the main target market for, and are highly susceptible to, 

the marketing of small amount credit contracts. Payday loans are enticing when just a little bit 

more money is needed to pay the week’s rent to avoid eviction, the next car loan instalment to 

continue to get to work, or a higher-than-expected electricity bill to keep the lights on. Our 

experience is that lenders target people on low incomes, promising cash in minutes with few 

questions asked. These loans are often highly unsuitable and begin many people’s spiral into 

unmanageable debt. 

The Salvation Army has also seen examples of consumer leases and rent-to-buy schemes 

where clients end up paying three to four times the normal retail price over the life of the lease. 

Investigations by ASIC found consumer lease costs can amount to over eight times the retail 

price.19 By contrast, when community members come to the No Interest Loan Scheme (NILS) 

for assistance, they only pay the retail price of the goods, with no interest, no fees and no 

charges. The disparity in the price that people end up paying for the same item makes a 

significant difference for people who are already struggling to make ends meet.  

Our experience leads us to believe that if consumer protections could ensure that people taking 

out a loan have the capacity to pay it back, this would relieve the pressure on emergency relief 

services and the broader community service system. It also shows that the existing consumer 

protections under the Credit Act are not sufficiently robust to prevent people in this situation 

from being sold a ‘quick fix’ that is ultimately more harmful in the long term. The findings of the 

Senate inquiry into credit and hardship and the SACC Review detail the changes that are 

necessary to ensure laws are having their intended purpose. 

  

                                                
19 Australian Securities and Investments Commission. (2015). Cost of consumer leases for household goods [Report 447]. 
https://download.asic.gov.au/media/3350956/rep-447-published-11-september-2015.pdf 
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Banking Association already has guidelines to ensure speedy access to hardship arrangements 

for those experiencing family and domestic violence, without the need for legal documentation.21 

Our experience suggests many victim-survivors are not emotionally prepared to describe their 

experiences as domestic violence, or in a position to exit an abusive relationship. This 

demonstrates that, although hardship arrangements may be available for those experiencing 

family and domestic violence, a human centered, trauma informed approach is necessary to 

ensure that those who need them are able to access the provisions.  

The Bill imposes increased information gathering requirements upon both SACCs lenders and 

consumer lease providers. By mandating that a lender collect account statements for 90 days 

prior to a lease, and that records of the assessment of suitability of an instrument be kept, the 

Bill helps to provide a record of the decision making process and require a more rigorous 

assessment of suitability of a lease and SACC terms.  

The Bill also contains changes to the regulation of consumer leases which The Salvation Army 

has supported. Unfortunately many of these protections have been watered down from those 

recommended by the SACCs report in 2016, thus reducing their efficacy. A 4 per cent cap 

would be established upon monthly fees payable by the borrower in connection with a consumer 

lease, yet delivery and installation fees will be included within the cap calculation and a 20 per 

cent establishment fee will still be permitted. Door to door approaches for consumer leases of 

household goods are prohibited except by ‘prior arrangement’, yet the exact definition of a ‘prior 

arrangement’ is unexplained. Loan documents would be required to carry information about the 

base price of the good and the total cost to the consumer over the course of the loan, and 

breaches would require the payments be repaid to the customer. Our interpretation would 

suggest a legal finding of breach would be necessary to obtain this remedy, which is too difficult 

and costly for most of those who are taken in by unscrupulous lending practices. The Bill is also 

silent on the practice of lenders and leasing agents selling instruments from a temporary 

location, such as a van parked in the main street of a remote community, which we have seen 

negatively impact vulnerable people in remote areas. 

Although The Salvation Army has called for the implementation of some of the provisions of the 

Bill since the government’s consultation in 2017, we cannot recommend that this Bill be passed 

in its current form. The benefits that these changes bring are more than offset by lifting RLOs 

and the compromised protections outlined above. This Bill represents an unacceptable risk to 

the people we serve, and the policy of regulating access to SACCs and consumer leases based 

on income source unfairly discriminates against consumers while simultaneously leaving too 

many unprotected. 

The Salvation Army notes that two Bills, one before the Senate22 and another before the House 

of Representatives23, do seek to implement the positive changes from the SACC review without 

                                                
21 Australian Bankers’ Association. (2016). Industry guideline: Financial abuse and family and domestic violence policies. 
https://www.ausbanking.org.au/wp-content/uploads/2019/05/ABA_Industry_Guideline_-
_Financial_Abuse_and_Family_and_Domestic_Violence-Nov-2016.pdf  
22 National Consumer Credit Protection Amendment (Small Amount Credit Contract and Consumer Lease Reforms) Bill 2019 (No. 2) 
23 National Consumer Credit Protection Amendment (Small Amount Credit Contract and Consumer Lease Reforms) Bill 2020 
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Questionable Practice; Not Questionable People 

The Salvation Army has serious reservations about the way in which the government proposes 

to “ensure that the strongest consumer protections are targeted at the most vulnerable 

Australians”24, namely through continuing restrictions on consumer access based on income 

source.  

The Salvation Army supports the extension of the protected earnings amount to all consumers 

but opposes the differentiation on the level of these protected earnings based on income 

source. This is a disappointing departure from the National Consumer Credit Protection 

Amendment (Small Amount Credit Contract and Consumer Lease Reforms) Bill which was 

circulated by the government in a draft format in 2017. While recognising that “repeat borrowing 

through small amount credit contracts exposes all consumers to a degree of risk, regardless of 

the consumer’s income”25, this fails to see the equal risk of dedicating 20 per cent of one’s 

income to consumer lease repayments. 

The solution to preventing consumer exploitation does not lie in restricting access according to 

income source, or even income level. Increasing the restrictions already experienced by people 

on low incomes does not address the real problem, neither does it effectively protect people 

who suffer from predatory lenders.  

Applying additional restrictions for people receiving a majority of their income from Centrelink 

payments also risks exacerbating the stigma of being ‘on the dole’. Many of our clients describe 

the sense of shame from receiving social security payments. They talk about not even wanting 

to go for a coffee with friends so others would not carry the burden of always paying. Some 

people have also shared that they feel punished for not being able to secure a job, despite their 

best efforts.  

Our NILS experience shows that people on low incomes, including people on social security 

payments, do have the capacity to repay loans, if the loan has been accessed to be suitable for 

their income and expenditure levels. Over the past 10 years 95 per cent of loans we administer 

through NILS were fully repaid.  

Regulating lending practices, rather than who can access them, is the only solution that will 

actually prevent practices specifically designed to take advantage of people experiencing 

financial hardship. As discussed above, lenders have superior knowledge of the products they 

are offering. Using the source of a person’s income as a precondition to access to the loan 

should not be treated as protection.  

  

                                                
24 Australian Treasurer and the Minister for Housing and Assistant Treasurer. (2020, September 25). Simplifying access to credit for 
consumers and small business [Joint media release]. https://ministers.treasury.gov.au/ministers/josh-frydenberg-2018/media-
releases/simplifying-access-credit-consumers-and-small 
25 National Consumer Credit Protection (Supporting Economic Recovery) Amendment Bill 2020 Explanatory Memorandum, 75. 
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Conclusion 

The Salvation Army again thanks the Committee for the opportunity to provide feedback on the 

Bill and to share our insights gained from supporting people experiencing hardship and 

disadvantage in Australia.  

The Salvation Army’s experience leads us to believe that Australia’s consumer credit laws are 

world-leading and where these have been breached, our financial counsellors have often used 

responsible lending laws to achieve positive outcomes for the people we support. Reducing 

their scope will only leave more Australians in financial hardship, with little recourse for relief. 

We would rather not to have to advocate and find equitable remedies for people in 

unmanageable debt, our vision is for a fairer market place where people are not the subject of 

irresponsible lending initially.  

Consumer protection is important now more than ever considering the economic impacts of the 

COVID-19 pandemic, high unemployment and high household income to debt ratios. When 

properly implemented and enforced, responsible lending obligations protect people 

experiencing, or at risk of, hardship and vulnerability from being enticed into taking out credit 

products they cannot afford. Consumer checks required by responsible lending obligations can 

also provide the first indication of financial abuse and lead to a victim-survivor receiving the 

support they need. Failure to protect consumers will mean increased demand on other parts of 

the service sector, including for emergency relief, mental health, and homelessness support 

services.  

The Salvation Army has long advocated for stronger regulations regarding SACCs and 

consumer leases. Although the Bill contains some of the beneficial changes included in the draft 

Bill developed by the government in 2017, tethering these protections to the removal of RLOs 

would be a zero sum gain for the people we serve. It is our belief that the two consumer credit 

protection Bills before the Parliament would achieve better consumer protection without 

unnecessarily discriminating against those receiving social security payments.  

For these reasons, The Salvation Army urges that the Bill not be passed in its current form.  
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About The Salvation Army 

The Salvation Army is an international Christian movement with a presence in 128 countries. 

Operating in Australia since 1880, The Salvation Army is one of the largest providers of social 

services and programs for people experiencing hardship, injustice and social exclusion. 

The Salvation Army Australia has a national operating budget of over $700 million and provides 

more than 1,000 social programs and activities through networks of social support services, 

community centres and churches across the country. Programs include: 

 Financial counselling, emergency relief and microfinance  

 Homelessness services 

 Youth services 

 Family and domestic violence services 

 Alcohol, drugs and other addictions 

 Chaplaincy 

 Emergency and disaster response 

 Aged care 

 Employment services 

As a mission driven organisation, The Salvation Army seeks to reduce social disadvantage and 

create a fair and harmonious society through holistic and person-centred approaches that reflect 

our mission to share the love of Jesus by: 

 Caring for people 

 Creating faith pathways 

 Building healthy communities 

 Working for justice 

We commit ourselves in prayer and practice to this land of Australia and its people, seeking 

reconciliation, unity and equity. 

Further Information 

The Salvation Army would welcome the opportunity to discuss the content of this submission 

should any further information be of assistance.  

Further information can be sought from Major Paul Hateley, National Head of Government 

Relations, at government.relations@salvationarmy.org.au or on 
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