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Dear
Customer Owned Banking Code of Practice Independent Review 2019
We consider that the COBCOP is aligned with Australian Securities and Investments Commission
definition of the role of an industry code, to improve consumer confidence and raise standards.
While the COBCOP is customer oriented it needs to be strengthened with clarity of notice periods.
We request that you consider the following:
•

Part D Delivering on our Promises
o Clause 2.2 that members provide a copy of the standard Terms and Conditions when
customer are applying for a product or facility, not only if asked for.
o 12.3 refine this item to state that the liability limit for the guarantor is specified to an
amount no greater than the debt owed.
o 12.16 which requires providing 30 days for a guarantor to comply with a demand for
payment, yet the first dot point appears to give lenders the option to mitigate the
time period if it is "likely to prejudice our interests". This is at the lenders discretion
for the sole benefit of the lender. This option should be removed.
Similarly the fourth dot point appears to allow the lender to seek recovery directly
from the guarantor. Recovery of debt must be with the borrower first and only the
balance of any outstanding debt sought from the guarantor.
o 17.2 allows an increase in interest to be notified "no later than the day on which the
change takes
This does not allow the borrower to adjust their business
operations to account for any impact on its cash flow. Any and all changes to terms
and conditions must be effected only after a minimum notice period of at least 30
days.
o 17.4 with today's technology there is no reason why notification of changes made to
an account are not directly advised to that account holder. It is not sufficient to
communicate via a newsletter, website or advertisement in the local or national
media regardless of the "cost and effectiveness of different methods of notification"
Clarity, in place of 'will specify', is required of the notice period before
26.3
o
enforcement of default action can commence. The notice of default should state that
legal action will not commence earlier than 30 days from the date of the written
default notice.
o 26.4 a notice period should be given prior to a lender exercising its right to combine
accounts, not 'promptly after doing so'.
While complaints handling processes will be publically available they should also
28.2
o
be provided to the complainant on raising a complaint, not only 'if you ask us' for
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o

o

28.3 If, after 21 days, more time is required to resolve a dispute, the lender must
provide the details of the Australian Financial Complaints Authority (AFCA) to the
complainant. The complainant can lodge with AFCA, its first action being to refer the
matter back to the lender. This will allow the lender to continue its investigation as
noted in 28.4 and, at the same time, form a comprehensive response to AFCA.
Combining these time frames will minimise the delay in reaching a determination for
the small business borrower.
29.2 updating to reflect the new, single, EDR scheme AFCA.

The effectiveness of an industry code is dependent on the enforcement provisions. Noting that the
Code Compliance Committee (CCC) will be established by the Association, Part E, it will be critical
that the Chair of the committee is truly independent of the COBA members. We welcome clause 17
which requires all of your institutions to 'cooperate fully with the CCC. Together, these will improve
consumer confidence in the institutions covered by the COBOP.
We note the definition of a small business does not exclude business based on turnover, size of loan
or borrowings of related entities. We would ask that consideration be given to adopting the
definition of a business having fewer than 100 full time (or equivalent), not just for manufacturers.
Thank you for the opportunity to comment. If you would like to discuss this matter further, please
contact Jill Lawrence on 02 6121 5312 or
Yours sincerely

Kate Carnell AO
Australian Small Business and Family Enterprise Ombudsman
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