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Changes to the Privacy Act mean credit reporting in Australia is
about to take a turn. But could it make the road tougher for
borrowers?

New reporting laws mean more detailed information will be
available to financial institutions, including:

– The date the credit account was opened.

– The type of credit account opened.

– The date the credit account was closed.

– The current limit of each open credit account.

– Repayment performance history about the individual.

The additional personal information will allow credit providers
to make more robust assessment of credit risk and assist credit
providers to meet their responsible lending obligations. It is
expected that this will lead to decreased levels of
over-indebtedness and lower credit default rates.

But not everyone is cheering and consumers should 
routinely check their credit file to ensure there are no
inconsistencies and to generally be aware of what is 
being said about them on their credit report.

While the new laws are intended to make the process of
disputing unfair or inconsistent entries easier, lack of
knowledge of credit reporting could still disadvantage some
consumers.

As it currently stands, disputing an unfair listing is a bit like a
battle between David & Goliath, with the consumer rarely
holding enough knowledge of what constitutes an unlawful
credit listing to be able to remove it from their file on their own.
Moreover the legislation could run the risk of branding
otherwise responsible borrowers with a poor rating, simply
because of oversights.

Many people pay their bills late for a number of reasons, and it
doesn’t necessarily mean they intend for the account to go into
default. People who pay bills late often, by accident or
otherwise, need to be told that this habit could have a
detrimental effect on their ability to obtain credit in the future.

Could new credit reporting laws 
lock you out from borrowing?
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Property deals
concern tax
office
The Australian Taxation Office has warned
operators of self-managed superannuation
funds (SMSF) to get independent advice before
entering into property deals.

As super experts and regulators become
concerned about the promotion of investments
of DIY super operators, acting tax
commissioner Bruce Quigley said he was
worried people were investing without
understanding their legal obligations. In
addition to property investment being
confusing for some people, he said some
arrangements were deliberately being made to
get around the law. “Those marketing
properties to SMSF trustees as part of such
arrangements could be referred to the
Australian Securities and Investments
Commission,” he said.

ASIC is also reportedly watching the
aggressive promotion of properties combined
with SMSF structures being offered to
investors to house the spruiked properties.

One of the biggest complications comes when
investors borrow money through the
self-managed superannuation fund to buy a
property in what are known as limited recourse
borrowing arrangements.

Author Monica Rule, writer of The
Self-Managed Superannuation Handbook, 
has recently warned about where these
arrangements can go wrong.

THE SMSF Professionals Association
technical director Terry Burgess said it was
crucial the ownership trust structure and
documentation were meticulous from the
beginning because mistakes were extremely
hard to fix. “Investors need to be aware of
these rules because there are quite significant
penalties if they get it wrong,” he said.

Reflecting these concerns, the tax office last
week put a detailed note on the potential
pitfalls of property investment through SMSFs
on a section of its website labelled
“aggressive tax planning”. The tax office
warned that some incorrectly structured
arrangements could not be simply
restructured or rectified, and could lead to
forced sale of the asset. It pointed to the
limited recourse borrowing arrangements and
to the purchase of assets from a related party.

The tight rules surrounding leveraged
arrangements include that the investment
must be held through a holding trust and not
held directly by the SMSF’s trustee. Mr
Quigley said the tax office had found
instances where the holding trust for the
property had not even been established when
the contract to purchase was signed. Property
has also been held in an individual’s name,
rather than the trustee of the holding trust.

He said the forced sale of an asset could be
very expensive for the fund, with potential
stamp duty and tax consequences.

“The fine details are important and trustees
need to be sure that the property is the right
investment for their SMSF and that the
arrangement is legal,” he said. “The
responsibility for ensuring their SMSF
complies with the law rests with them”.

RBA says no change
to interest rate
The Reserve Bank has again kept interest
rates on hold at its April board meeting. 

The decision matched financial markets’
expectations which  were pricing in a 5 per
cent chance of a fall in rates.

A string of recent economic data pointing to
improving consumer sentiment and a lift in 
the housing market, as well as better-than-
expected jobs data for February, meant the
Reserve Bank was unlikely to cut rates further
today.

The easing cycle has seen the central bank
take 175 basis points off the cash rate since
November 2011.

RBA interest rate decisions in current
easing cycle
2012 Dec 5 -0.25, to 3 per cent

Oct 3 -0.25, to 3.25 per cent
Jun 6 -0.25, to 3.5 per cent
May 2 -0.50, to 3.75 per cent

2011 Dec 7 -0.25, to 4.25 per cent
Nov 2 -0.25, to 4.5 per cent
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card bills?? 
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Macquarie bank
currently have a
special on their home
loan variable rates
which are from.,. 

5.44% 
with offset accounts!


