
11/2/2015 Print Article: Dodgy financial firms refusing to pay $17 million owed to their victims

http://www.smh.com.au/action/printArticle?id=1001998561 1/2

 
  Print this article |   Close this window

Dodgy financial firms refusing to pay $17 million owed to their
victims
Esther Han 
Published: October 29, 2015 - 1:03AM

For the past week, Rowena Lagana has struggled with the pain from her back injury because she couldn't afford to
buy painkillers.

She was relying on payments from a debt management firm, which last year the Financial Ombudsman Service
found had drawn up an "unconscionable" contract. The firm, Clickthru, was ordered to pay Ms Lagana $12,880 plus
interest.

But payments stopped three weeks ago. Clickthru went to ground.

"They still owe me nearly $2000. I rely a great deal on those payments. I've lost jobs because of my back injury and
I've been living a bit off my super," the 59-year-old from Middleton Grange said.

She is among 188 people who are waiting to receive a total of $16.6 million from 33 dodgy financial service
providers, after the Ombudsman ruled in their favour.

Some of the victims of poor financial products and advice have waited for more than five years to see even a dollar.

Shane Tregillis, chief ombudsman of the FOS, said about a third of the 33 businesses had gone into administration or
liquidation. The rest were ignoring correspondence or claiming the ombudsman had gone beyond its jurisdiction.

He said the solution to the "structural problem" was a compensation scheme of last resort that would be funded by
FOS members – the finance industry – through a levy.

"What is frustrating is there's a general acceptance there is a gap in the consumer protection framework," Mr
Tregillis said.

"In the scale of the finance sector, it's a relatively small problem that affects a small number of financial service
providers. It's a problem that obviously has a large impact on each of the individual consumers."

The compensation scheme was first proposed in 2009 and again raised in the Financial Systems Inquiry and, more
recently, the Scrutiny of Financial Advice Inquiry.

The big banks – tipped to chalk up combined earnings of $30 billion this financial year – expressed sympathy to
victims at the latest inquiry, but downplayed the situation as a non-urgent issue. They said they didn't want to "write
a blank cheque".

About a quarter of all compensation awarded by FOS to consumers in relation to investments, life insurance and
superannuation is unpaid.

Ms Lagana won her dispute against Clickthru in October last year. In its effort to avoid paying compensation,
Clickthru claimed she should have sold her car to pay her debts that it had failed to manage, despite the fact it was
aware she was living in the car.

Her solicitor, Alexandra Kelly from the Financial Rights Legal Centre, said although FOS was an effective dispute
mechanism, its "weakness and powerlessness" were exposed where financial businesses avoided the liability.

"The FOS Compensation scheme is a measured approach to plug existing gaps, and I am hopeful it garners the
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support by industry and government as there is a distinct need that needs to be addressed," she said.

Sophie Gerber, director of financial consultancy firm Sophie Grace, said there was a definite trend in businesses
cancelling their licence simply to avoid paying compensation to victims.

"[The issue of avoidance] is most concerning for small Australian financial services licence holders who do not have
much to lose by cancelling their licence and moving on to operate under a different structure, or simply exiting the
industry," she said.

But she does not fully support the proposed compensation scheme.

"Setting up such a scheme is just penalising [licence] holders who do the right thing and have funds available to
meet their liabilities for the actions of disreputable [licence] holders. It will just encourage this problem to get
worse," she said.

Gerard Brody, chief executive of the Consumer Action Law Centre, said a last-resort compensation scheme would
help restore the trust between Australians and the finance industry.

"It's appropriate that a scheme be industry funded through a levy imposed by government," he said.
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