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Undertaking # 4

CC Panel to confirm whether the “cap on repayments” in Australia’s Financial Sector
Reform Bill (2022) means that the loan amount or the installment payments toward the
loan cannot exceed 10% of the borrower’s income.

RESPONSE:

Source: Financial Accountability Regime Bill 2022 EXPLANATORY MEMORANDUM?

4.35 It is expected that the regulations will provide a protected earnings
amount of 10 per cent of a person’s net (after tax and other deductions) income
for all consumers. This will mean that a licensee cannot enter into a small
amount credit contract with a person if the total repayments under the small
amount credit contract, and any other small amount credit contracts or that the
consumer has, would exceed 10 per cent of the consumer’s net income.
(emphasis added)

Loan repayments include both the original loan amount, and all fees associated with
the loan.

Example 4.1 (at 4.58) confirms this repayment interpretation as well as illustrates equal
payments /equal intervals compliance.

Example 4.1 : Equal repayments and equal repayment intervals. Nelson
enters into a small amount credit contract with Carry-on Money to borrow $600
to be repaid over six months. The repayments under the contract are $66.46
per fortnight, including a 20 per cent establishment fee and a 4 per cent
monthly fee. Nelson’s total repayments under the contract are $863.98.

For additional information: The new legislation requires small amount credit contracts
have “equal repayments and equal repayment intervals over the life of the loan” (at
4.19).

For additional information: See the explanation of the previous regulation protecting only
earnings from social security payments at 4.302

1Additional information is available at BILLS DIGEST NO. 20, 2022—23 28 SEPTEMBER 2022

2 Financial Accountability Regime Bill 2022 EXPLANATORY MEMORANDUM
4.30 Regulations made under existing section 133CC ensure that for consumers who receive at least 50
per cent of their gross income from social security payments, 80 per cent of the consumer’s gross income
is protected and cannot be used to repay small amount credit contracts. The protected proportion of the
income is referred to as the protected earnings amount.
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