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ROYAL COMMISSION

WESTERN AUSTRALIA, | By His Excellency Sir James Mitchell,
TG WIT, § K.C.M.G., Lieutenant-Governor in and
JaMEs MITCHELL, over the State of Western Australia
Lieutenant-Governor. and its Dependencies in the Common-
fr.s.] wealth of Australia.
To Henry Doyle Moseley, Police Magistrate, Perth,
Western Australia.
I, THE said Lieutenant-Governor, acting with the
adviee and consent of the Executive Council, do here-
by appoint you Henry Doyle Moseley to be a Com-
missioner to inquire into and veport on-—

1. Generally the operations of money-lenders 1n
relation to their transactions concerning the making
of loans and the giving of financial accommodation.

2. In partienlar, the following specific heads rve-
lating to the foregoing subject-matter of inquirvy:——
{a) the methods employed by money-lenders in
carrying on business;
{b) any abuses which exist in that regard;
{e¢) the form and nature of transactions en-
tered into by such money-lenders.

3. The wmethods of ftrading of hire-purchase
traders in vegard to their vetail customers, including
the procedure followed hy and the rights and reme-
dies of such fraders when such customers make de-
fault in payment of the hire or in performance of
obligations wndertaken hy them wunder hire-purchase
transactions,

4. The laws relating to money-lenders and to hirve.
purchase traders, and to make recommendations in
vegard to any mabtters where in the opinion of the
Commission an amendment is necessary.

And T declare that you shall, by virtne of this
Commission, he a Royal Commission within “The
Royal Commissioners’ Powers Act, 1902, as re-
printed in the Appendix to the Sessional Volume of
Statutes for the vear 1928, and that you shall have
the powers of a Royal Commission or the Chairman
thereof under that Aect. And I hereby vequest vou
s0 soon as reasonably may be, to veport to me in
writing the vesult of this vour Commission.

viven under my hand and the Public Seal of
the said State, at Perth, this 2nd day of
July, 1936.

By His Excellency's Command,

S. W. MUNSTE,
for Premier.

GOD SAVE THE KING ! !




Report of the

oyal Commission on Money-lending

and Hire-purchase Traders.

James Mitchell,

[z

To His Ereellency Sir

Australia its
May it please Your Krcellency—
Jrd 1936, I received Your
mto and report

On the day of July,
Fixgellency’s Commission to ingure
On-—

1. Generally the operations of money-lenders in

relation to thelr transactions coneerning
the making of loans and the giving of

finaneial accommodation.

2. In partiecnlar the following specifie heads ve-
lating to the foregoing subject matter of
mguiry -

(a} the methods employed hy money-lenders
In carrying on business;
{(h) any abuses which exist in that regard;
(¢) the form and nature of fransactions em-
tered into by such money-lenders,

3. The methods of trading of hive-purchase
traders in  regard to their retail cus-

tomers, including the procedure followed
by and the rights and remedies of such
fraders, when such customers make de-
fault in payment of the hire or in per-
formanee of obligations undertaken by
them under hire-purchase transactions,

4. The laws relating fo money-lenders and to
hire-purchase traders, and to make recom-
mendations i regard to any matters
where, in the opinion of the Commission,
an amendment is necessary.

RECOMMENDATIONS,
My views, set out in detail in the report, may
briefly be smmmarised in the following recommenda-
tions:

L Aunual license for money-lenders,

2. Restrietions on  money-lending  adveriise-
ments.

3. Restriction on charges for preliminary ex-
penses on loans by money-lenders,

4. Copies of documents of security in all eases
to be delivered by money-lenders to hor-

rowers.

Copiles of acconnts to be supplied hy money-
lenders to borrowers on demand.

6. Standard rate of interest to be fived

Rate of intevest to be stated in all documents
of security.

8. Prohibition of compound interest.

9. Rebate of interest where loans repaid before

due date.
ion of time for legal proceedngs in

Lt

N.CAM.G
Dependencics in

Parlinment House, Pertl
Lieutenant-Governor in and over the State of Western
the Commonwealth of  Australia,

11, In certain legal proceedings borrower’s name
not to be published.

12, Non-rvegistration of bill of
transaction void.

sale to  render

entered iuto by
for loans to be

Hive-purchase agreements
money-lenders as seourity
: voud.

On repossession of goods under hive-purehase
agreements by owner, notice to he given
by owner to hirer of his remedies,

time for demanding account

of goods on repossession,

xtension of
from owner

15, Ex

I commenced my inquiry on the 20th day of July,
1936,

For the purpose of the inguiry T have taken the
term “money-lender” as used in the Terms of Refer-
ence to apply only to those individuals and firms
who come within the definiton of “money-lender”
contained in the Money Lenders Act, 1912,

as

Commission was the outcome of a resolution
the Legislative A\akom by on 13th Novem-
“that in the opinion of this House a Royal
appointed to Inquirve into the
money-lenders in this State as

The
carred by t
her, 1935,
Conunission should be
methods adopted by

regards the computing of interest charged to clients,
the busimess metheds practised and other matfers

velating thereto.”

Various speakers, during the debate on the motion,
to specific cases to support their statements
that hawvsh methods are adopted by some persons
carvying on the business of money-lending, that
exorbitant rates of interest arve charged, (tnd that
artifiece 13 employed in order to avoid the consequences
of the Money Lenders Act.

referred

It was naturally anticipated by me that evidenece
would be produced of these speeilic cages which would
assist me m forming an opinion of the existing state
of affairs. My anticipation was not vealised, and i
15 a matter for regret that I have not had the advan-

tage of hearing that evidence. Tt may be said that
persons involved in money borrowing transactions

would have a matural disinelination to talk of their

experiences, To encourage witnesses to appear hefore

the Commission it was awnonnced that their names
would not be divulged for public information, hut
notwithstanding this the respounse was poor and

throughout the proceedings only ffteen witnesses have
a >pmled to mmplam of the freatment received by
#laamy

N




Although from the evidence of those witnesses if
would be less than fair to the money-lenders to say
that the rather sweeping statements made by some
members during the debate in Parliament were justi-
fled, the information obtained from that evidence has
been of value in that it exemplified what in the cir-
cumstances of a transaction might happen, even if
it failed to show, in the partieular case mentioned,
that anything did actually happen to give serious
cause for complaint. The evidence, such as it is, ab
least paved the way for an investigation of the hooks
and documents of various persons condueting  a
money-lending business, as a result of which investi-
gation it is now possible to suggest certain altera-
tiong to existing methods of business.

One should not, 1 think, approach this subject in
any spirit of animosity. There should be no feeling
of bitterness against money-lenders generally. Their
profession is at least distinguished by a hackground
of antiquity. One may assume that they are still
necessary, or at least justifiable, in the life of the
community, in that they continue to carry on their
business under statute law, just as they have done
from time immemorial. They are probably just as
necessary as bankers, who may, not unreasonably I
think, be termed superior money-lenders, but the
nature of the money-lending business with which this
report is concerned requires very striet super
in the same way that publicans and pawnbrokers
require—and receive—very special legislation.  The
supervision becomes more necessary in the ease of
money-lenders when one considers the class to which
the majority of their elients belong. They are too
often people of inferior mentality, ill-versed in mat-
ters of business. But there ave others who go fto
money-lenders, people of intelligence faced with ms-
fortune, in many instances unavoidable, and who
through having no assets to offer as security aceept-
able to ofher finanecial instifutions, are forced to go
fo a money-lender for accommodation in ovder to
save themselves from misery and ruin. There is still
another elass to he considered—a elass which may bhe
termed one of unscrupulous horrowers. There are no
doubt women who borrow without their hushands
knowledge and live in fear of exposure by the
mioney-lender.  There are people of both sexes who
borrow with an idea of extricating themselves from
a diffienlt position brought about hy extravagant
living.

sion

Any legislation to provide adequate eontrol must
necessarily be framed to profect the unfortunate and
unskilful against the shrewd, experienced and doubt-
less sometimes vapacious money-lender. If, bearing
that necessity in mind, one can suggest amendments
to existing legislation which, while not causing the
honourable money-lender embarrassment, or uneasi-
ness, will make the way of the transgressor more
hard, then future transactions may prove less irk-
some for those experiencing finanecial- difficulties and
the status of the money-lending industry may im-
prove.

In addition to investigating the operations of
money-lenders, Your Excelleney’s Commission also
requires me to inguire into and report on the
methods of hire-purchase traders in regard to their
retail eustomers, and again on this branch of my
inguiry there has not been offered very mueh infor-

mation of specific transactions.  Just as monev-

lenders appear to form a necessary unit in the com-
meveial  community, so do those flrms which sell
goods on hire-purchase or thue payment ferms seem
from some points of view to he justified. The prae-
tice cannot he sald to he wholly bhad, but it earries
with it always a potential danger. The poor man
can, hy means of time payment, ohtain an article
which he is reasonably entitled to regard as neces-
sary for ovdinary personal eomtort, and which, in
the ahsence of such means, he would he unable fo
seeure,

could  justifiably  condemm a  prineple
limited to transactions of that kind. The practice
hecomes bad when carried to the extent of acquiring

No o oone

the p ssion of artieles which may be termed
Inxuries, new inventions, without which, a few years

ago, the community generally was well content.  And
it 13 safe to asswme that transactions of that nature
form the greater part of this kind of business. To
e able to obtain possession of things, by no means
necessary to one’s life, by a system swhich in many
cases constitufes a constant drain on the hirer’s slen-
der resources, cannot be to the real advantage of any-
one save the trader. One ean understand the trader’s
point of view, even if one finds a difficulty in com-
mending it. His outlook is to find what the publie
generally thinks it wants and to be able to supply
it in a way that will bring trade. Iis article is
usually expensive and few can purchase it for cash.
Therefore be must give terms.  And in this, as in
some money-lending transactions, one is frequentl
faced with inequality of business acumen in the
parties of the contract of hiring. On the one hand
the experienced salesman, a specialist in methods
appropriate to almost every type of likely buyer,
very ready o counteract any argnment or any sign
of disinelination with ingenious suggestions (all for
the henefit of the ecnstomer), and on the other hand
an individual in many instances so devoid of business
instinet and so suseeptible to the flattery of the sales-
man that the contract is made before the hiver really
understands what is happening.

The sysfem, in common with that of money-lend-
ing, has the sanetion of the legislature, and in the
o™ o !’

Hire Purchase Agreements Act of 1931 measures
have been taken fo protect purchasers against
possible  unserupulous  practices on the part of

vendors, It appears that advantage is not taken of
fhese protective measures o any great extent. This
may be evidence that, on the whole, these transactions
are earried out on honest lines, or, on the other hand,
that Tike the borrower, the puarchaser hesitates fo
advertise his methods of acquiving his property.

In my observations later on the Terms of Refer-
ence dealing with this subject T shall suggest pro-
visions which, though doing nothing to prevent a form
of business which has appavently eome to stay, will
at least render the purchaser less likely to be vie-
fimised,

!

1. @enerally the Operations of Money-lenders in
Relation to their Transactions concerning the
Making of Loans and the Giving of Financial
Accommodation.

There are 259 names in the Register of Money-
lenders in this State, but of these registrations 63
only are now operative. TForty-seven earry on busi-
ness in Perth, eight in Fremantle, and the remainine
10 in ecomntry town ov suhnvhs Wach applicant tu\‘n




registration as a wmoney-lender pays a fee of £].
Registration is for a period of three vears and each
renewal (which also costs a sum of £1) for a
similar period. This is no more than a very nominal
fee and would offer no obstacle to the registration of
anyone who desired to become a money-lender as
understood by the Aect.

1%

I much prefer a system of license.

Such a system obtaing in respect of pawnbrokers
and second-hand dealers and (without suggesting a
ecomplete analogy) auvctioneers and land agents.

I think an anmual leence at an inereased charge
should be obtained by money-lenders, and provision
for this will be found in Clause 4.

Investigation has shown that the advances made
by those who, judging from the volmme of their busi-
ness, may be regarded as the six prineipal money-
lenders of Perth, aggregated in a period of three
vears a sum of £149116. The average yearly advanee
by ecach of those money-lenders is therefore £8,284.
Figures indicating the total of the loans outstandine
on the 30th June, 1936, were examined, and it was
shown that the sum of £81,871 was due to lenders.
The majority of this amount comprised advaneces made
at a rate exceeding 20 per cent. This large sum was
spread over 2,815 accounts, so that the average bal-
ance of each account was £29 Is.

It might here be noted that the business trans-
acted by a firm having a very large {urnover was
divided as follows:—

Registered Bills of Sale 64.6

Assignments 12.
Promissory Notes . 10.:
Unregistered Bills of Sale .. G.5¢
Mortgages 3.

Miscellaneons .. .. .. 1.

1009

These last figures cannot be regarded as a general
distribution between the varying types of trans-
actions because it was found that different lenders
encowraged a different elass of business, but it might
he stated, that generally a very large number of
advances are made on the security of Bills of Sale.

1t was noticed also that the greater proportion of
loans were for comparatively small amounts, and it
is estimated that approximately 75 per cent. of the
total number of advances made were for amounts of
£40 or less.

As would be expected, the horrowers are to he
found mainly amongst those who oceupy a humble
position in the commmnity—wages men and clerks.
One regrets to hear in evidence and to find from
inspection of money-lenders” books that so many
borrowers come from the ranks of the Civil Service
—both Commonwealth and State, This seems in
the majority of cases, in so far as State civi] ser-
vants are concerned, to be in direet breach of the
regulations whieh govern their employment, in that
theiv loans are usually obtained on the seeurity of
promissory notes endorsed by fellow eivil servants.
These people. thongh not highly paid, are in per-
manent pos tions, and it eannot he that in every
horrowing transaction the difficulty is so unexpected
and so that there is no alternative to the
payment of a very high rate of interest. I am in-

acute

clined to think that it is, in many cases, lack of
foresight which places the man who received a
vegular salary In financial difficulties, and that
something should be done to compel hime to look
further ahead and arrange for his commitments,

because his commitments should not exceed his
Income. In some branches of the Public Service

there is a form of provident fund from: which con-
tributors may draw to meet unexpected and unavoid-
able expenditure, and it would be well if such a
fund were established for the benefit of the Service
In a hope that something of this nature
might eventuate, and hecause of the extent to which
the practice has orown of civil servants borrowing
from money-lenders, T am proposing that no money-
lender shall be allowed to lend to eivil servants, nor
aceept the endorsement of a eivil servant on any
promissory nofe, without fivst obtaining the author-
ity in writing from; the permanent head of the appli-
cant’s department.

generally.

T have referred, not without hesitation, to this
section of the community, and T hope that my re-
marks will be rveceived as an indieation of my

genuine desire to improve the existing position.

As by far the most controversial matter in con-
nection with money-lenders’ operations is the ques-
tion of interest, it will be well, T think, to discuss
that subjeet in this part of the veport.

Tt is submitted that a high rate of interest is
not in itself incompatible with fair dealing. There
are cases on record in Ingland in which a rate of
100 per cent. per annum has been held by Courts
not to he excessive. When one considers the class
of husiness undertaken by money-lenders, the type
of borrower, the nature of the security, and the
risk of bad debts, then assuming, as one must, that
the money-lender is necessary, one must realise
that a high rate is unavoidable. The chief difficulty
fHes in fixing a limit to the rate which eould be ve-
garded as no It seems more than a diffi-
culty. T suggest that it is impossible to prescribe
a limit whieh could be adapted to the widely differ-
ent conditions in which these loans arve contracted,
and further, supposing it were possible to fix a
maximum rate, would not the interest tend in all
aases to rise to that maximum? )

oXgessive.

X

The very emphatic opinion of one witness that a
definite limit should he placed on the rate of inter-
est to be eharged on loans (see page 187) was
somewhat qualified when his attention was drawn
to the possible consequences to neeessitous ecases in
which acecommodation might be refused if sueh a
Consider a case by no means
out of the ovdinary. A loan of £5 might well save
a man from going to egaol. His friends ave not
sufficiently financial to give him assistance and the
monev-lender charges him 10s. for one month’s
accommodation. Who would eavil at the lender’s
charge of 10s. for the assistance given and for
doing the work necessary to the transaction Tt
seems reasonable, and yet it amounts to a rate of
120 per cent. pey annum, which one would immedi-
atelv term grossly excessive,

limit were imposed.

Tooking at the question from every aspeet, T hove
come to a eonclusion that it would not he practicable
to provide for an absolute limif on the rate of
inferest.  Rather than attempt to fix a maximum
rate. it would seemi better to provide that, when




in any proceedings in respect of any woney lent Ly
a money-lender it is established that the rate of
interest exceeds a certain fixed percentage per
annum, it will be presumed to be excessive unless
the confrary i1s proved by fhe money-lender. The
amount prescribed would be a standavd—meither =
maximum nor a minimum-—but a general guide as
to what would be a fair and reasonable charge.

It is mot, I think, placing too great an onus on
the money-lender to prove that he has not charged
an exeessive rate. A very high rate of intevest
may, not unfairly, be regarded as in itself a sus-
picious eireumstance, and it should be for the one
who receives that very high rate of intervest to jus-
tify the position, rather than for the one who bm-
rows at the high rate to establish a case for rvedue-
fion.

This was a matter which received the considera-
Th NS 1t hich received the considera

tion of the lLegislature in England. It was the
subject of inguiry by mwore than one seleet commit-

tee, hefore Whl(,h committees a mass of evidence
was given, and the opinion of those who deall with
the question was expressed in the statute subse-
quently passed (The Money Lenders Aet, 1927).
]ha’r Act provides no fixed limif, but as an a]{m na-
five has set a standard, above which any rate of
interest will be regarded by Courts of Justice as
excessive, unless it is proved by the money-lenders
to he otherwise.

The Tnglish legislation has rvemained withonl
amendment for nearly ten years. One may assume
that Parliamient has had no occasion to change its

views on this question of intervest ehargeable.

Tt vemains to be considered what would be a fair
standard to preseribe. To serve as a guide T see no
reason why one should not adapt ordinary business
prineiples to the business of money-lending in ovder
to provide for a fair return of profit on the Jender’s
transaction. TIn his business, as in all others, he is
entitled to use other “m‘plo’q nmoneys. T do not
support his borrowing, as it has been suggested in
evidenee that he does, from individuals to whim
he pays 1214 per cent., but he is certainly entitled
to bhorrow from his bankm’s at the usunal rate, or
alternatively, if he uses his own money, to expect
(apart from other profits) a return at the ordinary
hank rate of interest.

He is entitled to provide for his office expenses.
on a percentage hasis of the business he does, and
he mnst make provision for had debts.

Taking the bank vate as 6 per cent. and adopting
the evidence given by the manager of a money-
lending business (see page 143) whieh, in myv
opinion, ig fair, an allowance of 6 per cent. should
also be added for office expenses and 5 per Pmt:, to
cover had debts.

Allowing a wmaregin of 8 per cenl. for profit, i
would appear reasonable to suggest 25 per cent. as
the standard rate of interest. The fairness of this
rate to the lender hecomes more apparent when it is
remembered that the periodieal repavments to him
of his capital give him vepeated ovportunities of
again placing his monev in eirenlation. Tt mieht
alzo he pointed out that a lavge proportion of the
loans are for small nmmmt:’ and of short duration.
which might reasonably ecarry rates of
exceading 25 per cent.

inferest

¢ that the introduction of the stan-
dard suggested will at least tend to rednce the
rates of intmw-s‘t, that money-lenders will be more
cautious and require better seeurity, and that money
will not be lent so and indiseriminately.

It 15 though

freely

2. (&) The Methods Employed by Money-lenders
in Carrying-on Business.

(b) Any Abuses Which Exist

It will he more convenient, T think,
these two elauses fogether.

in That Regard.
fo deal with

[t scems the usual method of att
for monev-lenders to advertise their ealling in news-
papers,  In other countries it has been their prac-
tice to issue circulars—couched very offen in terms
designed to attraet the unwavy; this custom received
much adverse comment by Parliamentary Seleet Com-
mittees 1n Knegland, where if was carried on exten-
sively, and legislation was passed to prohibit their
use.  Although advertising in this State has not vet
reached similar proportions, T have seen some adver-
tisements which ave, In my opinion, a hittle in exeess
of what is reallv advisable, and hefore the practice
assumes a character whieh has proved undesirable n
ofher places it may be well fo preseribe certain re-
strictions which will prevent objectionable forms of
advertisement, A recommendation as to this appears
m Clause 4.

There practice amongst money-lenders, not
perhaps universal, hut no donbht almost so, of (,harg-
ing the horrower fees to cover prelminary expenses.

In one form of security (hill of sale) whieh has
been produnced by a money-lending firm, there is a
clause which provides that the lender shall be entitled
fo interest at the vate of 60 per cent. per annum
for the first month, and thereafter to interest al
30 per cente per annom, The larger (and T think
wholly excessive) rate was explained as heing neces-
preliminary

aefme horrowers

18 28

sary to ecver

[ think

CXPOISes,

there would be no valid objestion fo a fee
heing charveed by money-lenders in eases where the
{ransaction is not proceeded with, If an individual
approaches a ]}]()F\&y—](‘l'}({(‘,}’ with an apphication, and
the money-lender, as a natural preliminary, devotes
some time fo an in%}wot‘i(m and valnation ofs the pro-
posed security, only to find that the applicant aban-
dons his intention {o borrow money, he should, in my
view, he enfitled to some rvecompense for his trouble.
But it must, T think, be a fived fee and not left in
doubt, and it must apply enly to those cases where
no loan is made. Where the transaetion is definifely
entered into, T suggest that no eharge be allowed foq
sueh preliminary expenses.  The rate of mterest on
the loan would he amply sufficient to cover such in-
cidentals, but in all h'zmsnvi’iom in which security
hy way of mortgage or bill of sale is contemplated
and the loan is not proceeded with, T suggest that
the money-lender he enfitled to a fee of ten shillings
to cover all preliminary work done by him,

To }lhhf the (hm'}_z‘o, it has been urged that the
cost of advertising is great. T have attempted earlier
to curh the activities of money-lenders in this dirvee-
fion, and the fee T propose is nol infended to pro-
vide for this

It is

apparvent, from the evidence given hy many
of the witnesses who have borrowed from monev-
lenders, that in a oreat many instances the doen-
sefting out tl

ments he details of the transaction ave




not read by them, and in one case the document was
actually signed hefore all details had heen filled
It is difficnlt to know Imw to deal with this question.
Anything in the nature of the appointment of an
official, whose duty it would be o peruse all docu-
ments relative to money-lending transactions and fto
explain to borrowers their oblizations, would, 1 view
of the vast amount of business done, be in my opinion,
impracticable. It might, of course, be provided that
each document should he endorsed with an acknow-
ledgment by the borrower that he has read the con-
fents and that he understands them.  The chanees
are greatly in support of the assumption that that
acknowledoment would also he signed without being
read.

I am afraid nothing wmore ean he done than to
make it compulsory for the lender to supply the hor-
rower with a eopy of the document at the time of its
execention, and hope (perhaps vainly) that, as a result
of this Commission borrowers will realise how neces-
savy it is Tor them {o read and understand what they
are signing,

Difficulties have been experienced by horrowers in
obtaining from money-lenders statements of account
from time to time and it is necessary that these difli-
eulties should be removed. A proposed amendment
fo the Act will be found in Clanse 4.

2. (¢) The Torm and Nature of Transactions

Entered into by Money-lenders.
The forms of security in transactions common fo
the monev-lending business may be swmmarised as
follows, in order of the degree of risk taken by the

Jender.
1. Promissory nofes,
2.0 Unregistered bills of sale.
S Registered I)iHs of sale.

4. Assignments of interests under a Will.

o]

Morteage of real estate.
Qay

In placing the forms of seewrity in this order, !
do not sugeest that in all cases a promissory note
involves the lender in the greatest risk, hut the money-
lenders’ habit is, I think, to lend almost without dis-
erimination on indorsed promissory notes, and in
practice it will be found that invariably on loans
with this elass of seenvity offered e charges the high-
est rate of interest.

The various vates of interest charged are approxi-

mately as follows —
Promissory notes . . 40-60 9
(100-3609% for short term I )zm'\)
Unregistered hills of sale 30~ .)() O
Registered bills of sale .. o2
Assionments of interest under o will. . 20-307
Mortegage of real estate .. Lo 15200

have dealt with the

chargeable

Klsewhere |

{evest

guestion of in-
There are several features i some of the forms
of hill of sale used which ave, T think unsatisfactory.
what iy needed is a eclear hargain be-
and the lender which should be

Unidoubtedly
tween the horrower

expressed the formi of a coutract containing all
the details as to prineipal and interest, and the
dates on whieh the interest is fo be patd. In many

that the money-lender does not

he rate of interest. Instead of
{he coniract setfing out that the rate if interest is
so much per cent. per month or per annum, the bor-
rower acknowledges in the document that he has re-
ceived a specified sum repayable at the rate of so
mueh per month.  While 1t is advisable that the
horrower should know what he i paying in the coiun
of the realm, unless the rate of interest is specified
it leads to a confusion of prineipal and intevest, Tt
s essential that the h(mmw should know the rate
of interest he is being charged. 1t 15 to the money-
lender's own advantage, if he can only see it, that
he should send away his customer knowing what he
has  done, understanding the bavgain that he has
made, and the interest he is going to pay.

cases 1t s found
specifieally state t

[t may be said that though this might casily be
done where a contract in the nature of a bill of sale
15 drawn up, it eould not well he complied with when
the seeurity way of promissory note. I see
no diffieudty in the ]zaitvr ease 1 1t be made eompul-
sory that at the time of the signing of the promis-

15 by

sory note, a memorandum be handed o the bor-
power by the lender setting out the instalments to be
paid, the dafes of payments and the rate of interest

charged.

which the
interest be-

I have had evidence of {ransactions in
seeurity provides that in the event of
coming due  and  remaining unpaid, sueh interest
shall be capitalised and  added to the prineipal
woneys, and that all sueh capitalised moneys shall

bear interest at the rate agreed to he paid on the
loan. This is, of course, a provision for the payment

of compound inferest. On occasions {he sane thing

is provided for in another—and not quite so open a

way.  Overdue instalments arve chargeable with com-
pound interest, notwithstanding that such instal-

ments represent m part interest on the loan.

i have also seen elaunses providing for
up of the whole amount of a loan on
payvment of any one instalment,

the calling
the default iu
thereby making the

whole subjeet to a penal rate of interest. This
method of husiness should be eradieated onee and

for all, and a recommendation will he found later
to that effect.

brought before the
that loans wmade for a
stated period had been repaid long before the
expiration  thereof, but that no rehate of
interest had been allowed by the lender. One ob-
jectionable type of Ml of sale even went further in
that 1t provided that no rebate of interest could be
claimed if the loan were repaid within a period of
six months.

in  many
ston it was  noticed

cases Conmis-

I suggest that all documents should contain a
px‘ovml( n that a rebate of interest (at the original
vate charged) shall be granted in respect of vepay-
ments made before the fime stipulated, and that
no confract should contain a provision whieh will
in any way limit this prineiple.

[t is realised that where a debt is vepavable by

instalments the lender s entitled fo expeet those

instalments to he paid promptly so that he can use

theni again in his business. I am thevefore Iater

suggesfing a pr )\lsu that simple interest only be
¢

e
.




A further undesirable feature of some securities
is that though on the face of them, the amount of
interest payable is not, in the ecireumstances, un-
reasonably high, in reality it constitutes what is
known as a “flat” rate, the effect of which to the
uninitiated is not clear. Interest i1s charged on
the whole amount of the loan throughout the whole
period, althongh weekly or monthly instalments arve
paid in reduction. The difference hetween the ““flat’
rate and the actual rate caleulated on the amount
outstanding is in sonie cases very greaf, and it 1s
obvious that in this respect the borrower does not
understand the true nature of the transaction. That
the rate becomes unreasonably high was admitted
in evidence hy the manager of a
firm (see page 146).

tioney-lending

To overcome this, the English Money Lenders Act
ineludes @ schedule setting out a method of eal-
enlation when the interest charged on a loan is not
expressed in terms of a rate. Tt would be well to
embody in our own Legislation a similar schedule.

To illustrate the necessity for the expression of
interest in terms which may readily be understood.
several cases submitted in evidence bhefore the Com-
mission have been examined and the rate per cent.
calenlated on the reducing halanee in accordance
with the English method.

The following table indieates how very deeeptive
the statement of interest ean really hecome and that
the suggestion by the money-lender that the rate of
interest is the proportion whicn the amount of inter-
est stated beavs to the principal, is entirely mis-
Jeading :—

Case Amount Amount ; ——Interest Charged———-
No. of Loan. of Interest. Terms of Repayment. Mat Rate Rate % on
4 £ s dl T p.a. reducing Bal.

1. 50 17 0 0 Repay £67 by instalments of £1 pow. 26.4% 51.97%
2. GO 20 0 0 Repay £80 by instalments of £1 paw. 21.6% 42 8%

5. 50 10 0 0 Repay £60 by instalments of £1 5s. p.w. 21.6% 4%

4. 55 w00 0 Repay £65 by instalments of £1 5s. paw. 18.29% 7%

A, 10 215 0 Repay £12 15s. by instalments of 7s. 6d. p.v. 12 19

5. 70 4 0 0 Repay £84 by instalments of £1 15s. paw. 21.6% 49

It is charagleristic of (ransactions  with  money-
lenders that the loan often remains unpaid for a
far longer term than that contemplated by the bov-
rower ab its inception. Sometimes it continues in
existence for so long and the intervest charges have in-
creased the borrower’s indebtedness fo such an extent
that the position beeomes hopeless from the point of
view of both sides.

It seems to me that there should be imposed some
short limitation of time for proceedings in respect of
money lent by woney-lenders, and Jater in this veport
there appers a recommendaton for an amendment {o
the Aect to provide for this.

3, The Methods of Trading of Hire-Purchase
Traders in regard to their Retail Customers,
including the Procedure Fellowed by and the
Rights and Remgdies of such Traders when
such Customers Make Default in Payment of
the Hyre, or in Performance of Obligations
Undertaken by Them wunder Hire-Purchase
Trensactions.

This matter was nob included in the motion before
the Legislatve Assembly and consequently was nol
mentioned duritig the debate. 1 have alveady said
that little information of purchasers’ disabilities has
heen given to me in evidence during my iuquiry, hut
T am indebted to the Secretary of the Hire Puvehase
Traders’ Association for an informative statement of
the methods commonly adopted in transactions ol
this nature (see p. 121).  He spoke only of that
hranch of the business which deals with the sale of
more costly articles, and specified the various mat-
fers which justify in such transactions the charging
o an inereased price.

The practice of hive purchase trading generally s
diffienlt to control and one can, 1 think, do little more
than safegnard as far as possible the purchaser from
abjeetionahble methods on the part of fraders.  One

cannot—and indeed i many eases showdd not-—inter-
fere with this means of acquiring property, but it is
regrettable that it 1s so often carvied too far.

The present Hire Purchase Agreement Aet, which
has been deseribed by the Crown Solicitor in his
evidence as satisfactory, provides, as T have pre-
viously pointed out, some form of protection to the
hirer, but it seems doubtful whether the provisions
are generally known. T have recommended an amend-
ment to improve the present position,

stion was put forward that all hire-pur-
chase agreements should be rvegistered.  Although 1
see great advantages in such a system, | am afraid
the austom of dealing in this class of business has
assumed such proportions that the idea is entirvely
mmpracticable.

4. The Laws Relating to Mocney-lenders and to
Hire-Purchase Traders, and Recommendations
in regard to matters where in the opinion of
the Commission, an Amendment is Necessary.

The laws relating to money-lenders are contained
in the Money Lenders Act of 1912 and regulations
made thereunder, and in many respects the legisla-
tion has proved adequate. Tn some details there is
room for improvement and this inguiry has pro-
duced suggestions which are entitled to consideration.

[ have already referved to the provisions for regis-
tration of money-lenders, These seem to make the
matter of registration a mere formality, and it wonld
be better if money-lenders were required to obtain
an annual license.  They should make application to
a Court of Petty Sessions, after advertising their
intention to apply. Certificates as to character should
be furnished. Procedure on the lines of that em-
hodied in the Land Agents Act might well be adopted.

The present fee of £1 for registration for three
vears should, in my opinion, be altered to an annual
license fee of £5. The license would he subject to
cancellation in the event of the money-lender fail
ing to comply with the provisions of the Act.




I propose an addition to the existing Aect to re-
striet advertising.  This takes place chiefly through
the medinm of newspapers, but T think it would he
well to prevent the possible use of other methods, 1
suggest that advertising by means of letters, or by
circulars, or by wireless broadeasts be prohibited,
and that newspaper advertisements be limited to par-
ticulars stating the name and address of the money
lender and the fact that he has moneys to lend.

There shounld, T think, be a prohibition against
charges of preliminary expenses by money-lenders
in every case where a loan transaction is entered into,
and in cases where an application is made, but no
contract completed, a provision that the money-
lender should be entitled to a fee of ten shillings to
compensate him for the time involved in making
valuations, ete.

Section 10 of the Act makes provision that in cer-
fain cases a duplicate of the eontract, or a memoran-
dum of particalars, shall be supplied to the horrower.

[ think the section should bhe amended to extend
to all cases. In every transaction where a contract
(other than on the security of a promissory note) is
enfered into, a copy of the document of security
signed by the borrower should, at the time of sign-
ing, be delivered by the lender to the borrower and
the lender he compelled {o obtain from the borrower
his written receipt for such copy (such receipt to be
the subject of a separvate document).

In the ecases of promissory note transactions the
lender should hand to the borrower a memorandum
setting out the amount of the loay, the dates lor pay-
ment of instalments, and the rate of interest charged,
obtaining a similar reeeipt as in other cases.

In addition the money-lender should be under an
obligation to supply to the borrower, on reasonable
demand being made in writing, a {ull statement of
aceount on paviment of a nominal fee,

[t has heen suggested that in proceedings brought
hefore a Court by a money-lender for recovery of
money lent, the Court should have wider powers of
re-opening the transaction and taking an aceount
hetween the parties. At present the Court must be
satisfied that the inferest charged is excessive and the
transaction is harsh and wneonscionable. It is sub-
mifted that the terms of a contract may he harsh and
nneonseionahle, even thoungh the rate of interest is
not excessive.

The section of the Aet might, T think, be amended
to provide for a re-opening of a transaction if it
appears (o the Court that the interest charged is e
cessive or that the transaction is harsh and uncon-
seionable.

Sueh a distinetion is drawn in the Hire Purchase
Agreements Act®and the proposed amendment will
hring the two Statutes more into line.

I think money-lenders should register all bills of
sale taken by them from horrowers. A provision
that non-registration shall have the effect of render-
ing the transaction absolutely void will, doubtless,
meet the case.

Provision should also be made fo check the prac-
tice of money-lenders taking a hire-purchase agree-
ment over chattels as security for a loan—in effect
the lender purports to purchase the goods or chattels
from the borrower for the amount of the loan ad-

vanced and fto vesell them by instalments under the
hire-purchase agreement. It is a security entively
imappropriate to the transaction, and such a eon-
tract should also be void.

I need not further elaborate the proposed restrie-
tion on borrowing by members of the Civil Serviee,
I have already recommended a provision to this effect,
and the matter is mentioned here merely becanse it
concerns an amendment to existing laws.

Reference has earlier heen made fo the neeessity,
in all eases, of setting forth a rate per cent. per
annum,

To overcome the diffieulty of ascertaining that rate
when a sum representing the total amount of interest
is added to the principal, the whole being repayable
by weekly or monthly instalments, the English legis-
lation has provided a method of calewlation which,
I think, might well he adopted in this State.

Briefly, the system provides for the division of
ach  instalment hetween prineipal and interest n
the proportion which the principal bears to the total
amount of interest. One is then in a position to ascer-
tain the principal outstanding after each payment is

made. The results so ascertained are added together
and divided by fiftyv-two or twelve (according fo

whether the repayments are expressed to he weekly
or monthly) for the purpose of ascertaining the aver-
age principal outstanding for one year.

The Act then sets out that the rate per cent. of in-
terest per annum shall be the total interest multiplied
by 100, divided by the average principal outstand-
ing for one year. Thus the fraction would he:—

Total Tnterest 100
e — ¥ ~—— == Rate % per annum.
Average Principal 1

outstanding

While the Iinglish schedule would appeal difficult
of explanation it is an endeavour to express, in as
simple a form as possible, the rate of interest really
being paid by people who veduce their indebtedness
by periodical payments.

It 1s sienificant that this method of calenlation has
been in use in lngland without alteration since
1927, and in 1933 New Zealand adopted the same
standard.

My suggestion in Clause 1 relating to a standard
rate of Intevest will vequire the insertion of a
special section on the lines indicated hy me.

While dealing with the question of interest, it
is appropriate to suggest a provision which will
render illegal any contract which provides directly
or indireetly for the payment of compound interest,
or for the vate or amount of interest being inereased
by rveason of any default in the payment of loans
due under the Contract, with a proviso that if de-
fault is made in payment on their due date, simple
interest at a rate not exceding the rate payable in
respect of principal may be charged. Provision
shounld also be made for a rebate of interest in
cases where loans ave repaid hefore the due dafe.

In ovder to prevent a transaction becoming un-
duly prolonged, a limitation of time should be im-
posed within which proceedings may be taken. Tt
is proposed that a provision he inserted in the Act
that no proceedings shall lie for the recovery by a
money-lender of any money lent by him or of any




imterest in respecet therveof, or for the enforeement
of any agreement made or security taken in respect
of any loan made by him unless the proceedings are
commenced before the expiration of twelve months
from the date on which the cause of action accrued.

Regarding transactions in which husbands and
wives join as borrowers, and in respect of which
legal proceedings are subsequently talien, the rules
regarding service made under the Local Court Aci
require, 1 think, some amendment.

It is not at present elear that both husband and
wife should be served personally with any process.
This, I think, is necessary.

Although I have attempled to improve the mea-
sure of relief to borrowers and to make their reme-
dies more apparent to them it remains a reasonable
assumption that a natural aversion from publicity
will disconrage them from seeking the aid of the
Counrt. 1 think they should be given a right fo have
their names withheld from publieation—not perhaps
an absolute right, but subject to the Court’s power,
in such eivenmstances as the Conrt shall think fit
to authorise publication.

Dealing with hive-purchase fransactions, 1T re-
commend that an amendment to the Hire Purchase
Agreement Aect, 1931, be made fo provide that in
cases of repossession of goods a notice shall bhe
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served by the owner on the hiver sctting out the
provisions of the Act which enable the hirer fo
demand an account, and if necessary to have sueh

aceount reviewed by a Magistrate.

In this eonneetion it scems advisable that the
Cowrt should have power fo extend the time within
which such a demand should be made.

I also recommend, in order to provide for cases
in which the same goods have been repossessed on
more than one oceasion for non-pavment of instal-
ments, that it be made clear in the Aet that the
hiver may apply to the Court for wvelief within
twelve months from the date of the last aet of rve-
possession.

T desive, in conclusion, to acknowledge the very
valuable help which 1 have received during  the
incquirvy from the Seervetary fo the Roval Commission,
Mr. R, J. Bond.

T have the honour to he,
Your Kxeelleney,

Your obedient servant,

IT. D. MOSELEY,

Roval Commissioner,

Perth, 26th Angust, 1936.
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