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LOAN SHARKS - USE OF PROMISSORY NOTES 

51. Hon ANTHONY FELS to the parliamentary secretary representing the Minister for Consumer 
Protection: 

In a press release dated 3 July 2005 the former Minister for Consumer and Employment Protection, Hon John 
Kobelke, MLA, warned the public of the practices of some predatory loan sharks who were often turning loan 
amounts of between $200 and $1 000 into debts of $10 000.  The former minister said that traders had exploited 
a loophole in the consumer credit code by using promissory notes, which did not offer consumers the same 
protection as a loan regulated by the codes.  Would the minister please advise the Legislative Council what 
action has been taken in the intervening eight months to -  

(a) minimise the practice of predatory loan sharks using promissory notes as defined by section 
89(1) of the commonwealth Bills of Exchange Act 1909 to circumvent the Consumer Credit 
(Western Australia) Code regulations;  

(b) ensure that these breaches of section 69(1) of the commonwealth Bills of Exchange Act, which 
prohibits the unilateral alteration of the terms of the promissory note without the consent of all 
the parties, are brought to the attention of the appropriate authorities; and  

(c) name any person or corporations who are operating under this loophole? 

Hon KATE DOUST replied: 
I thank the honourable member for some notice of this question. 

(a) The following action has been taken - 

In August 2005, the former Minister for Consumer and Employment Protection, Hon John Kobelke, 
sought and obtained support from the Ministerial Council on Consumer Affairs for an amendment to the 
Consumer Credit Code to remove the loophole that allows some lenders to exploit the use of 
promissory notes; 

Western Australia is taking the lead in drafting the amendment.  This amendment is a complex issue 
because of the need to avoid any inadvertent impact on the legitimate use of promissory notes by 
businesses and any potential conflict with the commonwealth’s Bills of Exchange Act; 

the Department of Consumer and Employment Protection has established a team of investigators and 
senior lawyers, supported by senior external counsel, to gather evidence and take any possible legal 
action available against lenders of concern; 

funds have been made available through the consumer credit penalty fund to enable the Community 
Credit Legal Service (WA) to defend civil proceedings instituted against a defaulting consumer; and 

the Department of Consumer and Employment Protection has also commenced discussions with 
traditional lenders to develop initiatives to provide small loans to consumers who are currently targeted 
by these predatory lenders. 

(b)-(c) Nil. 
 


