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Preface

In early 2010 the Consumer Council of Fiji commissioned a study on Banking Ser-
vices in Fiji: From Consumers’ Perspective with the help of the Fiji Institute of Applied

Studies (FIAS).

This publication is a simplified version of the original and more in-depth report.
The purpose of this booklet is to educate, inform and create awareness for consum-
ers and the general public on the banking industry and the problems of unfair

practices and high fees and charges.

Consumers wishing to know more about the banking industry can get the indepth
report on Council’s website: www.consumersfiji.org, email: complaints@consumer-

sfiji.org or visit our office at Suva, Lautoka or Labasa.
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Summary

This is a report on banking services in
Fiji from the viewpoint of consumers.
It was commissioned by the Consumer
Council of Fiji in early 2010 because of
complaints and concerns raised by bank
customers.

The banking industry has existed in Fiji
for about 110 years. A Fiji Parliamentary
Committee of Inquiry into Financial Ser-
vices released its report in 1999 where
it found amongst other things that: Fiji
banks charged high fees, charges and
interest rates; the banks were making
higher profits than made overseas; com-
petition was weak; customers not treat-
ed equally and so forth. The Committee
made a number of recommendations
which included: the setting up of a bank-
ing commissioner; reduction of fees and
charges; banks to provide services in
rural areas; equal and fair treatment of
customers; localise ownership of banks
and; that banks should no longer con-
sider Fiji as a risky country to invest in.
However, most of the recommendations
have not been implemented because Fiji
banks remain uncompetitive; consum-
ers have complained about the quality
of services; and bank fees, charges and
commissions have stayed extremely
high.

Banks are not competitive - what is
known as ‘perfect-
ly competitive’ in
economic terms
because there
are only a few of
them (only four)
operating in Fiji.

This situation allows banks to charge sig-
nificantly higher prices for their servic-
es and products (such as bank accounts
and loans) than the charges made by the
same banks in countries such as Austral-
ia and New Zealand. It means they can
also have lower standards of customer
service.

The Council report found that there are
four main areas of banking that need se-
rious reconsideration or improvement.
These include:

e giving full and proper information
about bank services and charges

e quality of service

* managing complaints

e the level of interest rates, fees and
charges

This report makes a total of 21 recom-
mendations.

About disclosure (making information

available):

e the regulator of banks i.e. the Re-
serve Bank of Fiji issued a policy
instruction in 2002 on Disclosure
Guideline on Fees and Charges for
banks and credit institutions. How-
ever, it is not compulsory for banks
to display, or publicize in any other
form, this instruction on disclosure.
Customers do not know what should
be disclosed to them.

e some banks have not followed the
guideline for displaying information
on fees and charges where customers
can see them

e it is impossible to compare bank

ce Fiji banks remain uncompetitive; consumers have
complained about the quality of services; and bank fees,
charges and commissions have stayed extremely high. g4
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products, such as housing loans, of-
fered by the various banks using
their brochures because the banks
only have to give information about
charges and not about terms and
conditions

nor are banks required to clearly ex-
plain the terms and conditions be-
fore a customer signs a contract
customers have complained that
banks don’t always tell them about
changes in terms and conditions or
interest rates

About the quality of banking services in
a number of areas:

e it can take customers a long time
to be served in a bank, for instance
the queues can be very long in some
branches and property transactions
can take a long time

the time taken to approve loans var-
ies and there is no directive from the
RBF to set time limits

in some cases where a borrower
didn’t keep up repayments, there
wasn’t enough warning given be-
fore the bank listed the borrower as
a defaulter with Data Bureau (which
collects and provides individuals and
businesses’ credit information) and
the property was put up for mort-
gage sale by the bank and sold for
much lower price than the market
value

some bank staff don’t know all the
correct information about their ser-
vices and give wrong or misleading
advice

a customer can’t use one account to
save and do banking transactions,
no bank provides one single account
where an ordinary consumer can

€€ Banks in Fiji make excessively high profits in
some cases, the profits are much higher than
what the main banks in Australia earn. ¢
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earn good interest, even if the sav-
ings grow

it is difficult and costs money to
change banks, even to take advan-
tage of a better deal

Excessively high profits are being made
by banks in Fiji. What the two main
banks, ANZ and Westpac, earn from
interest, fees and charges and commis-
sions - calculated as a percentage of
their assets - is much higher than what
these banks earn in Australia.

Banks in Fiji charge exorbitant and un-
conscionable penalty rates - overpriced
and unreasonable charges -- for dishon-
oured cheques and overdrawn cheque
accounts.

Meanwhile, the risk of doing banking
business in Fiji is lower than in Australia
for various reasons, such as the fact that
bad and doubtful debt recovery in Fiji
is better and banks here hardly make
losses.

The Complaints Management Unit at
the RBF has issued several guidelines to
make banks accountable, transparent
and compliant, but the penalties are not
severe enough to discourage banks from
ignoring them. Nor has the RBF shown
seriousness in monitoring or penalising
banks that ignore the guidelines.

The Consumer Council report suggests
that if the Reserve Bank and banks in
Fiji give full and proper information
on bank services and charges, improve
its quality of service and manage com-
plaints well, then the complaints from
consumers are likely to reduce.
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Introduction

The banking industry throughout the
world has been of concern to consum-
ers in recent years, not just because of
the global financial crisis that caused
many consumers to lose money, homes
and jobs, but also because consumers
are questioning the high charges and
unfair terms and conditions imposed
by banks. In countries such as Australia
and the United States of America, poli-
cies, regulations and the way banks
do business have been reformed and
changed to make conditions better for
consumers.

In Fiji, lack of competition between
banks means consumers have less
choice and face higher costs. Since
banking is so important to the econo-
my, it is vital for policymakers, regu-
lators, bankers and consumer groups
to regularly monitor and understand
what is going on in the banking indus-
try, including the quality of services
provided by banks.

This is why the Consumer Council of
Fiji decided to commission a study that
looked at:

e  types of products and services of-
fered and the fees and charges set
by the banks including for savings
and transfers

e how easily consumers can get
credit (such as loans and over-
drafts)

e  the costs of getting credit;

e the availability and accessibility
of good, independent financial ad-
vice;

e the system of how customers are

judged when they ask banks for
credit

e how well customers’ personal in-
formation is protected

e a general view of good and bad
bank practices

All important stakeholders with an
interest in the banking industry were
given a chance to comment on the re-
port and a confidential meeting was
held with these representatives before
the report was finalised.

A review of what many other countries
have done shows that changes have
been made because of the concerns of
consumers, such as making fees less un-
fair. For instance in Australia, it is now
easier and less costly to change banks,
‘disloyalty’ fees for using an ATM that
doesn’t belong to the bank whose card
you are using have been dropped all to-
gether, and other penalties greatly low-
ered. However in Fiji, two Australian
banks, ANZ and Westpac have contin-
ued to charge the higher penalties and
late fees.

In the USA a new law was introduced
to set up a Bureau of Consumer Finan-
cial Protection to make sure bank cus-
tomers got necessary information and
protection from unfair practices. This
law also aimed to get rid of old and
unnecessary regulations, promote fair
competition between banks and en-
sure customers received efficient and
timely service.

However in Fiji, more complaints than
ever are being received by the Consum-
er Council, RBF and banks, and there
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However in Fiji, the above reforms are yet to take
place. More complaints than ever are being received
by the Consumer Council, RBF and banks, and there
are also many dissatisfied customers who have
raised their concerns in the media.

are also many dissatisfied consumers
who have raised their concerns in the
media.

This was what made the government
set up the Parliamentary Committee of
Inquiry into Financial Services in 1999.
The main findings of this Committee
were:

the leading foreign banks in Fiji
had higher profits compared to
what they earned overseas

the fees, charges and interest rate

margins were relatively high and
could be reduced

the fees and charges were a substan-
tial burden on an average family in
a developing economy such as Fiji

banks were not providing enough
information and staff should be able
to give advice in Fijian and Hindi

competition between banks was un-
even and weak, and the two major
banks, ANZ and Westpac, had the
market power to control the level of
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fees and charges and the quality of
service

e the interest rate system on loans
and advances seemed to favour a
few powerful, influential and large
scale businesses compared to the
less privileged customers

e banks could be better controlled if
they had local ownership where Fiji
people were allowed to buy shares
in the banks

e a decrease in the number of bank
branches around the country

The Consumer Council report shows
that all these findings are true today as
they were 10 years ago, except the last
one that has improved through ANZ’s
rural banking services and mobile
phone banking.

It also shows that while some of the
Committee of Inquiry have been put
into action in some ways, most haven’t
been given serious attention.

One of the recommendations not act-
ed on is the need to reduce high fees
and charges. The 1999 Parliamentary
Committee of Inquiry report said these
should be reduced because of the high
profits being earned by banks in Fiji.
The Committee said the argument by
the banks that fees and charges were
higher in Fiji because of higher risks
was no longer realistic. This is because
the two major banks had been around
for more than 100 years and had ac-
cepted the risks long ago, and were
considered to be comfortable with
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their profits.

Other recommendation not realised
was to localise banks through making
them become subsidiaries, rather than
branches, of the parent bank compa-
nies overseas, and by making shares
available on the Fiji share market.

Some recommendations concerned dis-
closing information, especially on fees
and charges on accounts and on con-
ditions of various bank products such
as loans, to be written clearly in the
three main languages. But the Con-
sumer Council report finds these have
not been acted on fully despite a policy
guideline issued by the RBF in 2002.
Nor are banks made to give proper rea-
sons for their fees and charges.

The RBF information disclosure guide-
line isn’t effective because some bank
branches don’t seem to take it serious-
ly and don’t provide their information
brochures; and because the brochures
are written in a way that makes it im-
possible to compare various products
at different banks, for instance home
loans.

During the stakeholder consultation
on this report, wide-ranging comments
were received from the Reserve Bank
of Fiji and Association of Banks in Fiji
(ABIF).

The RBF and ABIF noted that the report
should be balanced by acknowledging
the contributions of the banking indus-
try to Fiji’s economic growth and by
introducing new banking products and
systems. The report has accommodated
these views.

Representatives from the banks, RBF and
NGOs and the acedemics expressing their
views on Council’s draft banking report.




Consumer Protection and the
Banking Industry

There are currently five banks in Fiji
operating 63 branches. As Bank South
Pacific (BSP) took over the Colonial Na-
tional Bank (CNB) in December 2009,
there are really only four banks operat-
ing.

The purchase of CNB by BSP can be tak-
en as a sign of confidence in the econo-
my and goes against the idea that Fiji is
a risky country that is discouraging to
good business investment.

Table 1 shows how many branches the
banks have. All banks operating in Fiji
have parent companies abroad and also
operate in other countries. The two
banks with the largest share of busi-
ness in Fiji, ANZ and Westpac, are from
Australia. Banks in Fiji generally pro-
vide similar services that they provide
in overseas. The National Bank of Fiji,
which was the only local bank, stopped
operating more than a decade ago be-
cause of bad debts and corruption.

Table 1: Distribution/Location of Bank Branches

BRANCH ANZ BOB
Ba 1
Labasa 1
Lautoka 1
Levuka -
Nadi 3
Namaka -
Nausori 1

Navua / Pacific Harbour -

Rakiraki -
Savusavu 1
Sigatoka 1
Suva 6
Taveuni =
Tavua 1
TOTAL 16

BSP CNB WBC TOTAL
- 1 1 4
- 1 1 4
- 1 1 4
- 1 1 2
1 1 1 7
- 1 1 2

1 1 4
- 1 - 1

1 1 3
- 1 1 3

1 1 4
1 5 8 21
- 1 - 1
- 1 1 3
p) 18 i 63

Source: Association of Banks in Fiji

Table 2 lists the number of ATMs and EFTPOS facilities per bank, which vary greatly
and most is operated by ANZ, the least by Bank of Baroda.

Table 2: ATMs and EFTPOS Facilities

Bank :{0]:}
ATMs 74
EFTPOS 1,093 -

CNB TOTAL
4 35

5 193 800 2,091

Source: Association of Banks in Fiji
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Competition and the Banking
Industry

Competition between banks is needed
so that they are constantly trying to at-
tract customers with better services,
facilities and deals, and the consumers
don’t lose out. Lack of competition in
the banking business can be caused by
a number of reasons and conditions
that are normal for the industry in Fiji.

First, Fiji has few banks and one has
the biggest share of business. This less-
ens the choices for consumers. It also
makes it easy for banks to behave in
a way that could be described as ‘col-
lusive’, meaning that they could work
together to set charges and standards
of service, rather than competing
against each other. A larger number of
banks would make collusion difficult.
The ABIF says that the dominant bank
(ANZ) “is not dominant in all products
and services, nor in all segments of
the market”. This is an admission that
this bank is in a controlling position
in some products and services and seg-
ments. It is this that can lead to implic-
it collusion.

The ABIF further adds that “it
would be fairer to say
that there is a pleth-
ora of banking prod-
ucts available in Fiji
and it may sometimes

NAMARE LA,

D0 RRD-b-

be hard for some consumers to deter-
mine which product suits them best”.
This suggests that the customer cannot
compare the different terms and con-
ditions for a car loan, for instance, be-
cause they are organised and described
so differently.

The various products and services of
fered by banks are all in some ways
different, which could be seen as giv-
ing wider choices to consumers. But it
discourages competition because while
it might look as if one bank is giving a
better deal, for instance paying interest
of 1.5 percent rather than one percent
on a fixed deposit, the terms and condi-
tions of the fixed deposit won’t be the
same. So in fact the consumer may not
be getting a better deal.

Consumers need full information about
any deal or service so they can make an
informed choice. While the RBF’s dis-
closure guidelines help because they
require banks to give all information,
some of it is in very fine print and in
some circumstances banks do not have
to show all fees and charges.

The main cause of limited competition
among banks everywhere is prudential
regulations, the regulations made by
the central banks (such as RBF in Fiji)

€€ The main cause of limited competition among banks
everywhere is prudential regulations, the regulations made by
the central banks (such as RBF in Fiji) to keep up a sound and
stable financial system in the country. Prudential regulation
does not provide adequate consumer protection. ¢¢



to keep up a sound and stable financial
system in the country. While Reserve
or Central Banks concentrate on pru-
dential risks, they are only one of the
many risks faced by consumers of fi-
nancial services (such as insurance and
banking) and they do not necessarily
protect consumers, nor promote good
competition.

The authorities that make the regula-
tions for the banking industry under-
stand that if a bank competes as vigor-
ously as, for instance, a peanut seller at
Suva Bus Station, it would be very risky
and could cause an unstable financial
system and undermine people’s confi-
dence in banks and the currency. While
a peanut seller can go bankrupt with-
out much loss to the public, if a bank
goes bankrupt it affects the depositors,
taxpayers, and the whole financial sys-
tem and economy. So prudential regu-
lations that prevent this kind of prob-
lem happening are also responsible for
limiting the sort of competition that
would be beneficial to consumers.

Government is responsible for protect-

COMPETITION AND THE BANKING INDUSTRY

ing consumers. It is government policy
to promote financial stability and to
use the RBF to do this through its pru-
dential regulations, it has the responsi-
bility of making sure the rights of bank
consumers, who are affected by those
regulations through lack of bank com-
petition, are also protected.

Lack of competition has allowed banks
to make high profits and thus they
should have the ability to fund con-
sumer education and protection.

The RBF has commented that it doesn’t
think prudential regulations or their
cost to banks are an immediate cause
of banks making high profits and pro-
viding low quality service. The ABIF
argued that the cost of following the
regulations is part of the reason why
Fiji banks were charging a higher inter-
est rate.

In Fiji and overseas there are various
regulations and organisations to pro-
tect consumers, including bank cus-
tomers. There are also policy guidelines
and practices on complaints.

Look out for the fine print in bank brochures

+ o e

=y e ar cr— g T
e Bl T T

=

Watch your

e e |

== While the RBF’s

monay grow|

s e ey ot ey, s e

e me—
Fommara g e nanag

a1 L g S ey e e B
| e
b e gy s—

o

i S e e B
CTarms Vo T e W A g e B g
i Erem

= b g o

pm—
e

e

disclosure guide-
lines help be-
cause they re-
quire banks to
give all informa-
tion, some of it
is in

and in some
circumstances
banks do not
N have to show all
fees and charges.

e e v

o




BANKING SERVICES IN FlJI: FROM CONSUMERS’ PERSPECTIVE

Complaints Management

Complaints and dispute
resolution

There is no international standard for
handling financial sector complaints
but a 2010 World Bank working paper
made recommendations that included:
“financial consumers should have ac-
cess to a redress mechanism that is
fast, inexpensive and effective”. This
report examined at the World Bank
recommendations and the RBF’s Policy
Guideline on Complaints Management
for banks and credit institutions.

Fiji’'s Consumer Credit Act 1999 has
provision for a Consumer Credit Office
that could handle complaints about
credit services, but it is yet to be set up.

However, the RBF has taken on com-
plaints related to banks in general,
which includes credit services. A Finan-
cial Systems Development and Com-
pliance Unit set up by the RBF in 2009
handles complaints made by customers
about banks. If banks know that com-
plaints will be treated seriously by the
RBF’s system they are more likely to
be careful about being fair to custom-
ers. Also, if the complaints are analysed
and publicised, problems within bank
systems can be revealed and fixed for
everyone’s advantage.

The RBF Policy Guideline on Com-
plaints Management fills a huge gap
that existed in protecting bank con-
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sumers and deals with most of their
concerns. However, it lacks some ba-
sic measures such as providing finan-
cial compensation for consumers with
successful complaints. It is also only a
minimum guideline for customer com-
plaints management.

The complaints policy doesn’t mention
the Consumer Council, but nothing
stops the Council from acting to help
address consumer complaints against
banks.

Recommendations for the policy are
that:

Recommendation 1: Financial insti-
tutions should resolve complaints re-
ceived no later than 21 days from the
receipt of the complaint unless legal
proceedings are required.

to
21

Currently banks are only required
‘try’ to resolve complaints within
working days.

Recommendation 2: The Reserve
Bank of Fiji's Policy Guideline on Com-
plaints Management should include
a provision for the payment of a just
and fair compensation to complain-
ants whose complaints are successful.

If a customer is treated wrongly by a
bank, there are costs, financial and psy-
chological, that the customer suffers in
relation to that wrong and in relation
to fixing the complaint. In all fairness
to the consumer, all such costs need to
reimbursed.




Recommendation 3: Both new
and existing customers must be in-
formed in writing about the com-
plaints handling policy of banks and
about where to submit enquiries,
complaints and disputes.

Banks need to have an established way
of resolving complaints with particular
staff members to handle them that has
to be checked and changed if necessary.
Banks also have to inform their custom-
ers about the complaints system, but
they can do it in any way they choose,
such as on their website or through
brochures. The ABIF agrees with the
suggestion that customers should be
informed in writing, although the
RBF says that because banks have to
publicise their complaints system this
should be enough.

Recommendation 4: The RBF
should collate complaints filed with
the banks, Consumer Council and
Reserve Bank, diagnostically ana-
lyse the complaints, and publish the
analysis.

The Consumer Council should also
submit a quarterly complaints report
to the RBF. It is up to the RBF to act on
these complaints. There is no guideline
to oblige the RBF to publish a report
on complaints received by banks. How-
ever the RBF publishes a quarterly E-
Guardian electronic magazine which is
a good attempt to educate people, but
is available only through the internet.
Information from complaints could be
very useful to banks and consumers
and help increase confidence in the
banking systems.

COMPLAINTS MANAGEMENT

Recommendation 5: The composi-
tion of membership of the advisory
group established by the RBF should
be more certain and also include
expertise in financial services. The
advisory group should elect its own
Chair who should not be a staff
member of the RBF.

While there is an advisory group to be
established by the RBF to inform peo-
ple on issues of concern, there needs to
be clear guidelines about which groups
will be represented on the advisory
group and there should be some with
experience in consumer and financial
issues. In actual fact, the advisory group
established at the end of 2010 is called
the Complaints Management Forum
and includes licensed financial institu-
tions, Consumer Council, regulatory
bodies such as the Commerce Commis-
sion, and an independent chairperson.

Recommendation 6: The RBF
should consider placing the con-
sumer complaints unit under a dif-
ferent reporting structure from that
of prudential supervisors, under
the headship of a separate senior/
chief manager. This unit should also
take responsibility for the Consumer
Credit Act. The Unit should be called
the Financial Ombudsman’s Office.

The RBF’s Policy Guideline on Com-
plaints Management does not create
a Financial Ombudsman’s Service, but
the Consumer Council has the opin-
ion that the guideline isn’t working as
it should and that it should be made a
regulation. The Consumer Credit Act
1999 that comes under the Ministry
of Industry and Trade, requires a Con-
sumer Credit Office to be set up. This
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could be best done as part of a Finan-
cial Ombudsman Service within the
RBF, which could enforce the Consum-
er Credit Act.

Other suggestions on complaints man-
agement not in the RBF policy guide-
line include banks establishing toll-free

Bank procedures

Talei Burness
Suva

It was interesting to read com-
ments by the Association chairman
Rakesh Sharma, of the Association of
Banks in Fiji in response to the
Consumer Council of Fiji regarding
customer complaints and how to
ensure their services were up to par.

Perhaps they might like to bring
the human aspect back into some of
their services, rather than having
automatic generating programmed-
computers, mindlessly doing it. It
would not only create jobs but give
rise to good customer relations.

agine my surprise last month,
when I was charged a $20 late pay-
ment fee becaunse I had inadvertently
shortpaid my visa account by $2 -
automatically generated of course!
Now how ridiculous and unreasonable
is that? If the shoe were on the other
foot and I had overpaid instead of
underpaid by $2, would a $20 bonus
payment have been generated per-
haps?

I don’t think so0 ... sounds like a
win, win situation for the banks - Just
watching the series “Addicted to

Money” by the Irish economist,

phone numbers for complaints as high
cost of phone calls can discourage con-
sumers from complaining. A toll free
phone line will increase the number of
enquiries and complaints and provide
banks and the RBF with information to

improve business practices.

have noted ‘that the one of
l_1e AT!M (automated te'lter-mg-
chines) machines at the main

branch in ANZ bank  Lautoka.

does not work, especially on

Thursdays and Fridays after

2pm. It seems that this is a
foolish tactic to control the
amount of money withdrawn
by hardworking people. | went
to withdraw from the main
branch (24/2/11), there was
line of 44 people since one
ATM - was not working. So |

Street, there was a queue
of about 35 _people, My mes-
sage to this bank is competition
is high. Fix those ATMs or the
same customers will be in front
of other ATMs with a different
logo on it. -

KAMLESH KUMAR

Lautoka

David MeWilliams on ABC, is enongh Fiji Times - 26/02/2011

tio scare the pants off one!

He says “millions of your dollars
are pumped into the system to keep
failed banks breathing” - others
make billions of dollars profit!

Fiji Sun-11/12/2010

Bank fees
Gurdial Singh
Savusavu

Could the commerce commission op
consumer council find out if any ac-
count maintenance is actnally done by
the banks and a fee of $2 charged every
month.

When we had passbooks no account
maintenance was done or any withdraw-

al fees chAF-ed.

It would be a good idea if the banks
can explain what they actually do and
how much it costs them.

Could they explain why they charge
electronic transfer fees when sending
emails from point A to point B is free.

Are we being ripped off?

Fiji Sun-13/05/2010

Transaction
charge

IN response to Rebecca
Singh’s letter (28/07/10) on
the EFPTOS charges, I had
a similar experience. I went,
to a supermarket to pay my
FEA bill and as I did not
have any cash at that time,
Iresorted to paying the bill
via EFPTOS.

To my utter surprise, I
was told that a fee of $1 will
be applied for this transac-
tion. I hope the relevant au-
thorities can look into this.
AINUL NISHA
Suva

Fiji Times - 29/07/2010

Dissatisfied
consumers
raising their
concerns
against
banking
services in
the media.



COMPLAINTS MANAGEMENT

The following are analysis of complaints lodged with the
Consumer Council of Fiji

CASE STUDY 1 B\ [Jg ¢ ET EEREIES

Mr K’s 3 properties were mortgaged by Bank X through the bank’s lawyers. Mr K owns a con-
struction company but the company is not doing well due to a downturn in the construc-
tion business. He owed $59,763.21 as default payments. His three properties were valued at
$285,000, $240,000, $67,000 by the bank’s recommended valuer. The bank received tenders for
$140,000, $120,000 (Bank Officer of another bank)and $43,000 (a law firm who initially acted
for Mr. K) respectively.

The questions that arise are:

Why did the bank not sell one property to recover the debt owed by Mr K? Selling one
property would have paid off the arrears amount owed and the rest of the money could
have been used to reduce the principal sum.

Why was Mr. K not called when tenders were opened, for his peace of mind. This indicates
lack of transparency.

«  Why didn't real estate agents conduct the mortgagee sale as they are professionals who
likely could have got better market rate?

CASE STUDY 2 BTy o] Y 01T e I T1¢]

Ms C had been talking with her bank for some time about a car loan. She was assured that a
20 per cent deposit will be required. When she eventually applied for the loan, the head office
of the bank rejected the loan application saying that she had to pay a 50% deposit. Ms C re-
lodged her application willing to pay the 50 percent deposit. The head office then replied that
she had to pay $650 in legal fees and a $250 loan application fee.

Ms C filed a complaint with the CCoF expressing disappointment about the way her bank was
treating customers. The response from the bank was for cars over five years old from first reg-
istration in Fiji, a 50 per cent deposit was required and solicitors fees and the loan application
fee are standard. The bank added that their advertisements state “subject to conditions and
requirements”.

The issues that arise from this complaint are:

1. Bank officers at the branch did not know fully the terms and conditions of car loans to be
able to provide complete and correct information to the customer in the first instance so
that what could have been approved within a couple of days took considerably longer.

2. The fee charged for the use of a solicitor is high. Banks presumably have an in-house solici-
tor and the documents prepared are standard, that allow clerical officers to fill in for the
solicitor to check and sign. This should not cost as much as $650.

3. The conditions and requirements, especially financial ones, should be clearly stated. It is
not sufficient or ethical to hide these under a “subject to conditions and requirements”
footnote; and that too in fine print. The bank’s parent company in Australia does not charge
any legal fees.
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Major Problem Areas

Fees, charges and profits

An examination of bank profits for
this report indicate that ANZ is up to
15 times more profitable in Fiji than in
Australia. The same goes for Westpac
which is 20 times more profitable in
Fiji . Even though the RBF calculations
produce different figures, they still
show that the banks’ returns on assets
are definitely higher in Fiji.

The ABIF did not question the report’s
figures but said the higher rates were
justified because of ‘perception of
credit risk’. But since the major banks
have operated in Fiji for more than 100
years, there should no longer be any
risks.

Bank profits are mostly from interest
charged, fees and commissions. For
the ANZ and Westpac banks in Fiji,
the amount of income from interest
(as a percentage of total assets) during
2004-2008 was on average about
11 times higher than what
. Australia’s top four banks
. earn. On average over a
“\ five year period the
% net fee and com-
. Iission earn-
. ings for ANZ
~ Fiji  were
more than
10 times

higher than for the four major banks in
Australia, and for Westpac it was more
than eight times higher.

Examination of banks’ bad and doubt-
ful debts (such as loans that are not
being repaid) shows clearly that the
risk of doing banking business in Fiji
is lower compared to Australia. This is
most likely because of the more strict
conditions for approving loans in Fiji
and because the more risky lending
business goes to institutions such as
the Fiji Development Bank and Hous-
ing Authority. Whatever the case, the
figures show that banks in Fiji would
be able to lend to what they apparently
consider risky enterprises and to still
substantially reduce interest rates, fees
and commissions. There is also a defi-
nite need for a review of the way bad
and doubtful debts are identified.

The suggestion that the costs of follow-
ing the RBF prudential regulations are
higher in Fiji compared to Australia is
absurd. If banks in Fiji see business
here as riskier, they need to change
this attitude because the risks of people
failing to repay loans is lower in Fiji;
and despite political upheaval banks
have not been subject to stress, nor did
the recent global financial crisis affect
banks in Fiji.

ce Study of bank profits for this report in
profitable in Fiji than in Australia and

On average over a five year period the
ANZ Fiji were more than 10 times hig
Australia, and for Westpac it was




Interest rate spread

The interest rate spread - the differ-
ence between bank lending rates (the
interest people pay on loans) and de-
posit rates (the interest people get on
the money they put into their accounts)
depends on a variety of reasons. Finan-
cial conditions in Fiji should have en-
couraged competition for deposits that
would increase the interest rate (from
which consumers would benefit) and
reduce the interest spread. There was
no reason for the interest rate spread
to be as high as it was, and in 2009 the
banks were directed to gradually re-
duce the spread to four per cent, which
has now happened.

The RBF monitors changes in the inter-
est spread, deposit and lending rates,
bank fees and charges and banks have
to justify any changes. However, given
the excessive profits earned by banks
through interest, fees and charges the
RBF should monitor the levels of de-
posit rates, lending rates and fees and
commissions.

As an indication of the higher charges
in Fiji, the example of a one-day $200
overdraft excess fee is taken. For Fiji,
the whole fee is levied on the day the
overdraft facility is exceeded. For ANZ
Australia, there is a daily penalty with a
monthly limit while Westpac Australia
charges $9 per occurance.

MAJOR PROBLEM AREAS

Table 3: Fee on $200 Overdraft Excess for
One Day (relevant $)

LUREE] Fiji

ANZ Westpac ANZ Westpac
6 9 25 100

The ABIF is of the view that “The charg-
ing of such fees by above banks in Fiji is
intended to be a disincentive to delin-
quent customers.”

The table below shows the responses
from the four major banks in Fiji on
how different fees, charges and com-
missions are set by them.

Table 4: Bank Responses on Fees and Charges
Baroda Westpac BSP ANZ

The fees, charges Fees are set We have different  ANZ's fees,
and commissions according to cost products that charges and
aresettocover oftransactions attract different ~ commissions
operational costs and market fees, chargesand  are outlined in

and are market  pricing commission. We  ANZ's Brochure

driven have aninternal  on International
committee that ~ Feesand
reviews and Charges,
recommends Customer Fees

the appropriate  and Charges,

fees, chargesand  Lending and

commissions. Credit Card Fees
and Charges.

dicate that ANZ is up to 15 times more
Westpac is 20 times more profitable.

net fee and commission earnings for
her than for the four major banks in
more than eight times higher. ¢4
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Recommendation 7: The Consumer
Council should write formally to the
Commerce Commission requesting
an investigation into the fairness of
the levels of interest rates charged
and paid and the fees and commis-
sions levied by banks.

The RBF responded to this recommen-
dation by saying that there was no need
for it because it was best left to mar-
ket forces to fix bank prices and fees.
This is of concern because the banking
industry is not ‘perfectly competitive’
and the RBF does not acknowledge that
the fees and charges are too high. It
seems to be uncomfortable about an
independent body examining the ser-
vices that the RBF should be checking.
But the Reserve Bank of Fiji is first and
foremost a public institution answer-
able to the public, and while main-
taining financial stability is vitally im-
portant, the bank should try not to be
seen as mostly supporting the financial
sector. Because it is highly likely that

higher fees, charges and commissions
are being set in Fiji’s ‘highly imperfect’
banking market, it needs to be con-
trolled with regulations.

Disclosure of Information

While RBF disclosure guidelines on re-
vealing of information goes a long way,
it does not ensure that full information
is provided to consumers of banking
services. Even if a consumer goes to all
banks and collects all the brochures to
compare them, it really isn’t possible,
because of the different ways banks
show their fees and conditions. Nor do
banks seem to take seriously that they
should make the information available.

Recommendation 8: The Reserve
Bank should check compliance with
disclosure of fees, commissions,
charges and interest rates more
often and without notice. No 30
day grace period should be given.
The penalty under Section 15 of
the Banking Act 1995 should be in-
creased.

Information could also be shown on
the website of the Association of Banks
in Fiji.

Recommendation 9: The form and
content of disclosure in the Reserve
Bank’s directive on disclosure should
be included in disclosure on individ-
ual bank websites and the website
of ABIF.

Consumers should also know what
information it is that banks must tell
them about.



Recommendation 10: The Reserve
Bank’s directive on disclosure should
be displayed at all bank branches
and on the websites of the RBF, ABIF
and all banks.

Savings Accounts

If a consumer has a savings account
used only for savings, they can suppos-
edly earn a little bit from interest, but
if inflation (the real value of money)
is taken into account, they are really
worse off by leaving their money in the
bank. Meanwhile, the bank can make
real profits from lending the money for
a much higher rate of interest.

When a consumer uses a savings ac-
count for transactions, taking money
out (for which fees are often charged),
even if the savings grow it will actually
cost money to keep the account. This
discourages people from saving.

Recommendations 11: To incentiv-
ise savings, banks should consider
combining features of transactions
accounts with savings accounts
publish all terms and conditions of
accounts, and not publish any con-
ditions in small print.

Money Transfers

There are different charges for trans-
ferring money and the least expensive
used by banks in Fiji is a system called
FijiClear, but many consumers don’t
know about the different systems and
charges. The responsibility for edu-
cating consumers about these things
should not fall only on the banks, but
the RBF and the Consumer Council
should also be involved. But banks
should not shy away from contribut-

MAJOR PROBLEM AREAS

ing to paying for this kind of consumer
education. The RBF could also produce
a regular newsletter to inform people.

Recommendation 12: The Reserve
Bank of Fiji should publish a periodi-
cal magazine to educate consumers
about financial products and ser-
vices.

Access to Credit

The Consumer Credit Act 1999 pro-
vides for a Consumer Credit Office to
look after the interests of consumers
and investigate complaints, but it has
not yet been set up. Nor are many peo-
ple aware of the Act and how it can
protect consumers.

Loans

Although the way loans are approved
by different banks is generally simi-
lar, the fees and the way these fees are
charged are different and makes it im-
possible for an ordinary consumer to
compare the different loan deals from
the information brochures of these
banks because of the different terms
and conditions they offer. This defeats
the reason for making it compulsory
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for banks to give information on their
fees and charges so consumers can
compare them, which will make the
banks more competitive.

Recommendation 13:The Reserve
Bank should review its Policy No 8
on disclosure guidelines to ensure
that the disclosures by banks is com-
plete, unambiguous, and enables
consumers of banking services to
effectively compare all banking ser-
vices.

Burden on Borrowers

Borrowers have to pay certain other
fees apart from bank fees. In regards to
other non-bank services, the arrange-
ment used by banks stops customers
from using their own valuers or so-
licitors. Customers can’t negotiate the
charges, unlike in places such as Aus-
tralia where banks also pay some of the
fees.

Recommendation 14: The Reserve
Bank should make it mandatory
for banks to disclose the terms and
conditions of all loans in the same
manner as disclosure of fees and
charges.

It is difficult and costly for consumers
to switch from one bank to another. If
they could more easily switch banks it
would make banks more competitive
because they would want to offer a bet-
ter deal to keep existing customers and
attract new ones.

Recommendation 15: The Reserve
Bank should investigate the admin-
istrative and financial barriers to
switching banks to enable smoother
and cheaper switching of products
and services between banks.

Time taken for loan approval

The usual amount of time taken for
loan approvals for home and farm-
ing loans is too long. Some borrow-

Penalty fees for late payment on credit cards, dishonoured cheques and overdrawn
accounts are far too high and unreasonable, especially compared to Australian banks,
that had to drop these sorts of fees in 2009.

WESTPAC AMERICAN EXPRESS® CREDIT
CARDS
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ers have to wait longer than others,
showing that the bank could approve
the loans more quickly if it wanted to.
Also, women seem to get their loans
approved faster than men. All borrow-
ers should have the same loan approval
or rejection times.

Recommendation 16: Banks should
ensure their benchmarks in loan ap-
provals are adhered to. The bench-
marks should be included in the
ABIF Code of Conduct.

Fees and charges for loan

approvals

The charges appear to be random, not
based on anything in particular, and
should have proper reasons for how
they are set. This also shows a lack of
competition between banks.

Recommendation 17: Banks should
be required by the regulator to jus-
tify the amounts of all the fees and
charges they levy.

Penalty Fees

Fees charged by banks as penalties
for late payment on credit cards, dis-
honoured cheques and overdrawn ac-
counts are far too high and unreason-
able, especially compared to Australian
banks, which had to drop these fees in
2009. Yet the ABIF maintains that the
types of fees charged in Fiji are normal
throughout the world. Consumers are
also questioning fees charged for using
ATMs with a different bank’s card.

Mortgagee Sales

Banks are too harsh with borrowers
who have difficulty paying their mort-

MAJOR PROBLEM AREAS

gage (loan for which the customer uses
property as a guarantee to repay). The
system of banks selling customers’
properties to get the money owed to
them needs correcting to protect con-
sumers from unfair sales and methods
used by banks. In one case a consum-
er, who was unable to keep his repay-
ments when his business faced difficul-
ties, had all his three properties sold
for much less than they were worth.
The buyers included an employee from
another bank and a law firm that had
first represented the man. The debt
owed by the consumer could have been
easily recovered through the sale of
just one of the three properties.

€ The system of banks
selling their properties
to get the money owed

to them needs correcting
to protect consumers. 99
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Consumer Complaints

Consumers can complain to their own
banks and if they are not satisfied they
can complain to the RBF or Consumer
Council. The number of complaints
received by the Consumer Council
against banks is just ‘the tip of the ice-
berg’, because many consumers either
do not lodge complaints or may have
complained directly to the banks. The
RBF has set up the Financial Systems
Development and Compliance Group
in 2009 to handle complaints. The
type of complaints received are mostly
about consumer worries for the securi-
ty of their deposits, their private details
given out to others (Data Bureau), and
not being notified about terms and con-
ditions of the bank products and ser-
vices. For example banks do not always
notify customers of changes to terms
and conditions of fees and charges.

Recommendation 18: Banks should
always notify all their customers of
changes to terms and conditions,
fees and charges and interest rates.

Recommendation 19: Banks should
be required to fully and properly
explain he terms and conditions to
the customer before any contract is
signed and to ensure that all terms
and conditions are unambiguous.

Recommendation 20: Banks and
other licensed credit institutions
should be required by the regula-
tor to adequately warn customers
if they are in default. This warning
should also inform the customer of
the possibility of the default being
reported to the Data Bureau if the
default is not addressed within a
specified period of time. When the
default is actually reported to the
Data Bureau, the customer must be
promptly informed.

€€ Banks should be required to fully and pr
to the customer before any contract is

conditions are

€€ Some customers have complained about
being told enough about what sort




Bank Statements

All customers have the right to receive
a statement about their account regu-
larly, but about a quarter of people
asked about this say they don’t. Others
have complained of errors in the state-
ments.

Easy access to bank facilites

Customers pay for bank services at
prices set by the banks, but they also
have other costs, including time wast-
ed waiting at banks, discomfort in long
queues, travelling long distances to get
to banks or to find an ATM, and the
lack of EFTPOS facilities that allow cus-
tomers to pay in shops with their bank
cards. Those who use ATMs should be
able to find one that works properly
without any hassle.

Customer Mobility

Some customers have complained
about difficulty opening an account,
and not being advised properly about
what kind of account would be best for
them. Others had difficulty closing an
account.

CONSUMER COMPLAINTS

Borrowing

Complaints about loans involved main-
ly unnecessary delays in approving and
settling loans, which cost the consum-
ers money in various ways.

Recommendation 21: Banks should
be required by the regulator to set
timelines for the execution and fi-
nalisation of significant transac-
tions and to ensure that the time-
lines are honoured.

Both the RBF and Association of Banks
in Fiji find it important for complaints
to be sorted out quickly and prop-
erly and have got policies to do this.
Equally important is that by studying
complaints, banks can improve their
systems. Publishing information about
customer complaints would keep
banks on their toes. If banks have to
deal quickly with complaints, and give
compensation to customers in some
cases, banks will try to give people bet-
ter and fairer service.

operly explain the terms and conditions
signed and to ensure that all terms and
unambiguous. ¢

difficulty opening an account, and not
of account would be best for them ¢4
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Summary of Findings
and Recommendations

Findings

Banks in Fiji have given their share to
the country’s economic growth and
have introduced modern services and
products. Recently they have worked
with the RBF on microfinance (usu-
ally small loans) and ways of making
banking services available to every-
one. The RBF has shown itself willing
to deal with consumers’ concerns,
and the government has also played
its part through new laws, such as the
Consumer Credit Act 1999. But some
aspects of the banking business need
major improvements.

This study and report done for the Con-
sumer Council finds that:

1. Almost all of the findings of
the 1999 Committee of In-
quiry into Financial Services
in Fiji about the banks are
still true today, and more
needs to be done to apply
the recommendations of the
Committee

2. The banking sector is highly
uncompetitive

3. Profits (as a percentage of
total assets) are between 15
to 20 times more in Fiji than
what the major banks in
Australia make, while the in-
come from the interest they
charge is 11 times more. In-
come generated from fees

and commissions is up to
10 times more, but bad and
doubtful debts (which could
be losses to banks) are less in
Fiji.

The interest rate spread is
higher than in Australia,
New Zealand and immediate
island neighbours.

The penalty fees on drawing
more than the allowed over-
draft and for dishonoured
cheques is exorbitantly high.

The RBF has a set of guide-
lines on what banks have to
tell customers about fees and
charges, but most consumers
don’t know about it. Some
bank branches do not pro-
vide or display their informa-
tion brochures on fees and
charges as required.

The ABIF has made an at-
tempt to compare informa-
tion on fees and charges but
gaps in the way the infor-
mation is given by different
banks make it impossible for
ordinary consumers to make
meaningful comparisons.

An average customer who
wants to have a single ac-
count to both save and make
transactions (put money in




10.

11.

12.

13.

14.

and out), has difficulties. No
bank provides an account
where the customer could
earn an interest on the ac-
count even if there are posi-
tive savings every month. In
fact, the customer will lose
money.

Consumers who want to
transfer money within Fiji
using banks have to pay high
costs if they use facilities oth-
er than FijiClear.

Many consumers don’t know
about the Consumer Credit
Act of 1999 and the Consum-
er Credit Office proposed in
the Act has not yet been es-
tablished.

The fees charged for loan ap-
proval and establishment is
high and not logical and var-
ies between banks.

Using the fee information
brochures, it is difficult to
compare such products as
home loans from different
banks.

The time taken for loan ap-
provals varies between and
within banks. Where time
guides exist, they are seldom
followed.

Customers wishing to switch
banks to take advantage of
better products from other
banks face costs and organis-
ing difficulties.

SUMMARY OF FINDINGS AND RECOMMENDATIONS

15.

16.

17.

18.

19.

20.

Complaints from customers
about banking services are
about customer service, fees
and charges, lending con-
tracts and other miscellane-
ous items.

Thirteen percent of the cus-
tomers surveyed had com-
plaints with their banks.
Most of these complaints
were concerned with poor
service, high fees and charg-
es, long waiting times, and
not getting bank statements.
Most approached their bank
to resolve the complaint.

Many customers are not in-
formed about the terms and
conditions when they open
an account or take a loan,
and many existing custom-
ers are not always notified of
changes to terms and condi-
tions, fees and charges, and
interest rates.

A large percentage of those
who look for information
about products and services
from their bank are dissatis-
fied with the sort of informa-
tion they get and how long it
takes to get it.

A large percentage of cus-
tomers do not receive bank
statements regularly and
many have had errors on
their statements.

The cost of visiting a bank
branch, especially for people
in rural areas, is high.
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21.

22.

23.

24.

25.

26.

Waiting times and queues
are long, it takes bank offic-
ers too long at times to serve
customers at the counter,
and waiting facilities at some
branches are poor.

Customers have difficulties
finding an ATM at times,
many find waiting times
long, and a significant num-
ber of people find ATMs
aren’t working many times.

Some customers are not ad-
vised about the best account
to suit their needs when they
open one.

Many customers have dif-
ficulties when they wish to
open an account.

Banks make it difficult to
close an account.

The Reserve Bank of Fiji’s pol-
icy guideline on complaints
management is a good first
attempt at improving bank-
ing services for the benefit
of consumers but needs im-
provements and additions.

Recommendations
1.

Section 5.2.1 of the Policy
Guideline on Complaints
Management should read:

LFIs should resolve complaints
received no later than 21 days
from the receipt of the complaint
unless legal proceedings are
required.

The RBF’s Policy Guideline
on Complaints Management
should include a provision
for the payment of a just and
fair compensation to com-
plainants whose complaints
are successful.

Both new and existing cus-
tomers must be informed in
writing about the complaints
handling policy of banks and
about where to submit en-
quiries, complaints and dis-
putes.

The RBF should collate com-
plaints filed with the banks,
CCoF, and RBF, diagnosti-
cally analyse the complaints,
and publish the analysis.

The membership composi-
tion of the advisory group es-
tablished by the RBF should
be more certain and also in-
clude expertise in financial
services. The advisory group
should elect its own Chair
who should not be a staff of
the RBF.




10.

The RBF should consider
placing the consumer com-
plaints unit under a different
reporting structure from that
of prudential supervisors un-
der the headship of a sepa-
rate senior/chief manager.
This unit should also take
responsibility for the Con-
sumer Credit Act 1999. The
Unit should be called the Fi-
nancial Ombudsman Office

The CCoF should write for-
mally to the Commerce Com-
mission requesting an inves-
tigation into the fairness of
the levels of interest rates
charged and paid and the
fees and commissions levied
by banks.

The RBF should check com-
pliance with disclosure of
fees, commissions, charges
and interest rates more of-
ten and without notice. No
30 day grace period should
be given. The penalty under
Section 15 of the Banking Act
1995 should be increased.

The form and content of dis-
closure in the RBF’s directive
on disclosure should include
disclosure on individual bank
websites and the website of
ABIF.

The RBF’s directive on dis-
closure should be displayed
at all bank branches, on all
bank websites, on the RBF
website and on the ABIF web-
site.

SUMMARY OF FINDINGS AND RECOMMENDATIONS

11.

12.

13.

14.

15.

16.

To incentivise savings, banks
should consider combin-
ing features of transactions
accounts with savings ac-
counts, publish all terms and
conditions of accounts, and
not publish any conditions in
small print.

The RBF should publish a pe-
riodical magazine to educate
consumers about financial
products and services.

The RBF should review its
BSP No 8 on disclosure guide-
lines to ensure that the dis-
closure by banks is complete,
unambiguous, and enables
consumers of banking ser-
vices to effectively compare
all banking services.

The RBF should make it man-
datory for banks to disclose
the terms and conditions of
all loans in the same manner
as the disclosure of fees and
charges.

The RBF should investigate
the administrative and fi-
nancial barriers to switching
banks to enable smoother
and cheaper switching of
products and services be-
tween banks.

Banks should ensure that
their benchmarks for loan
approvals are adhered to.
The benchmarks should be
included in the ABIF Code of
Conduct.
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17.

18.

19.

Banks should be required by
the RBF to justify the amount
of all the fees and charges
they levy.

Banks should always notify
all their customers of chang-
es to terms and conditions,
fees and charges, and inter-
est rates.

Banks should be required to
fully and properly explain
the terms and conditions to
the customer before any con-
tract is signed and to ensure
that all terms and conditions
are unambiguous.

20.

21.

Banks and other Licensed
Credit Institutions should be
required by the regulator to
adequately warn customers
if they are in default. This
warning should also inform
the customer of the possibil-
ity of the default being re-
ported to the Data Bureau if
the default is not addressed
within a specified period of
time. When the default is
actually reported to the Data
Bureau, the customer must
be promptly informed.

Banks should be required by
the RBF to set timelines for
the execution and finalisa-
tion of significant transac-
tions and to ensure that the
timelines are honoured.




