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CAPE YORK COMMUNITY FINANCIAL PROJECT LTD

(ACN 100 422 099)

“a credit union to be formed”
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6 September 2002

Dr Kathleen Dermody

The Secretary

Parliamentary Joint Committee on Corporations and Financial Service

Room SG.64

Parliament House

CANBERRA  ACT  2600


By e-mail:  corporations.joint@aph.gov.au 

Dear Dr Dermody

Re:
INQUIRY INTO BANKING AND FINANCIAL SERVICES IN RURAL, REGIONAL AND REMOTE AREAS. 

Introduction 

Aurukun Shire Council has commissioned a feasibility study on the formation of a credit union for the community of Aurukun.  This feasibility has lead towards progressing the formation of the Cape York Community Credit Union subject to a grant from ATSIC, and an agreement from ATSIC to subscribe for some of the required capital for the credit union.  A precedent exists for their granting of funds and subscribing to capital.

We have made a formal application on behalf of the company, Cape York Community Financial Project Ltd, for funding by ATSIC in order to establish a credit union for Aboriginal people in Cape York to be known as the Cape York Community Credit Union Ltd.  We are awaiting their approval in order to progress with the application for registration of the credit union. 

The above company is the corporate vehicle selected to be used for the purposes of the establishment of a credit union for Aboriginal people in Cape York, in and for Cape York and Cape York communities.  Cape York Community Financial Project Ltd (ACN 100 422 099) is wholly owned by the Aurukun Shire Council.

Two general meetings of persons interested in the formation of the credit union have been held in Aurukun and twenty-six persons made application to become founding members of the proposed credit union.

The present board were elected by that general meeting as a steering committee to arrange the incorporation of an appropriate entity to carry the project forward.

It is intended that the proposed credit union will provide financial services to the isolated Aboriginal communities in Cape York with Aurukun being the pilot community - interest has been expressed from Kowanyama, Pormpuraaw, Coen, Mossman Gorge and Yarrabah in terms of the provision of the credit union services upon its establishment.

The board of the project company (to be renamed a credit union upon formal registration) are “qualified persons” within the meaning of the Corporations Act and are selected for both their technical skill together with their experience both in their particular fields of expertise and with Aboriginal people and institutions generally.

The directors are:

· Mr Cosmo James Petrich, Chairman

· Mr Noel Donald Pearson – Cape York Partnership Plan

· Mr Gary John Kleidon – Chief Executive Officer, Aurukun Shire Council

· Dr Christopher Robert White – Chartered Accountant, KPMG Chartered Accountant

· Mr John Raymond Reis Bottoms – Solicitor, Bottoms English

· Mr David Michael Hickie – Corporate Adviser, Mercator Funds Management Ltd.

The Credit Union Structure

Before the entity can change its name to “credit union” it requires permission from the Australian Securities and Investment Commission (ASIC).  This permission will be dependent upon ASIC granting the appropriate financial service providers licence under the Corporations Act.  It will also be dependent upon the Australian Prudential Regulatory Authority (APRA) granting an authorised deposit taking institution licence under Section 55 of the Banking Act.  Until the ATSIC grant applied for is approved the process to date cannot proceed any further.  

The credit union’s constitution which will replace the present corporate entity constitution is drafted in accordance with the principles of mutuality and also in accordance with the relevant requirements of capital structure.

The constitution has been prepared in draft and is presently the subject of review together with the applications for the two relevant licences with each of the appropriate regulatory authorities.

Licence requirements for Registration of the Credit Union 

The company has established contact with senior officers of both ASIC and APRA in Brisbane and they have allocated respective tasks under the licensing process to relevant officers and are actively assisting the company in relation to preparation of the licence applications.

By this pre-examination process the company can be assured that when the application is lodged, it will be approved.  Mr David Hickie of Mercator Funds Management Ltd is providing the corporate advisory services in relation to the application and business plan, and KPMG Chartered Accountants will settle and sign off on the budgets and business plan prepared by Mercator Funds Management Ltd for the credit union.

Why are we establishing a Credit Union for Cape York?

The whole concept behind the Cape York Community Credit Union will be to facilitate the development of a real indigenous community economy for the benefit of all the local communities.  The communities are already on their way to financial independence and an economy.  The credit union will facilitate this financial growth and independence of the region.

The Cape York Community Credit Union will be tailored to the needs and requirements of the region and its communities.

There are a number of reasons for the establishment of a stand-alone credit union.  The reasons range from the philosophical and cultural to the practical. 

Cultural and Philosophical Reasons

There is a need for an efficient and cost effective delivery of financial services to the communities that addresses the cultural needs and priorities of the communities.  When providing financial services to the communities of Cape York, the need to understand the cultural rules is paramount and is, unfortunately, currently lacking.  

The cultural rules of the Cape York communities include an underpinning reciprocity and demand sharing amongst the community members and the kinship, ties and social alliances which extend beyond families and households.  We have had a number of discussions with the Cape York communities who have voiced their support for the credit union, which will understand and utilise the communities’ cultural rules, and will not just impose western world banking rules unilaterally. 

 A number of communities have said that they do not want their community’s funds mixed up with other communities - they want their savings to benefit their own community.  Whilst it is not practical to set up a number of credit unions on the Cape for individual communities, it is practical (and has been agreed) that each community that banks with the credit union would have their own profit centre.  Each profit centre will have its community’s funds pooled into it.  It is understood, and the credit union will endeavour to ensure, that the savings of one community would not be for the benefit of another community.  However, obvious situations that would not adhere to this requirement would be when the savings pattern of a community outstripped the demand for loans in that community.   To provide the best value for money and returns to investors, community money may be best utilised by loaning to another community after its community needs are met.  At all times, the stability of the credit union will maintained and the banking laws adhered to.  

The banks are seen as cash outlets not as saving facilities and there is a low cultural emphasis on savings. Ownership and involvement in the local credit union will influence the community members to save for the benefit of the whole community.  Ownership and control will be a big factor in gaining support for the credit union from the community members. 

 A regional and community credit union can be tailored to the needs and requirements of the region and community.  We believe that the principal reason for a community or industrial credit union to exist has returned.   It is for the benefit of its immediate membership base, the provision of ownership and sense of belonging to its members as a co-operative and, more importantly, for the provision of a range of appropriate services to the community in which it operates.  

The change in tax status of credit unions has forced credit unions to compete against the banks to retain deposits.  Community boundaries were lifted to enable a community credit union to trade outside their boundary doing away with the image of being a real community credit union to become nothing but another financial institution. 

We believe that society is desirous of, and is, returning to the need to have a stronger sense of community, belonging and ownership. The success of the Bendigo Bank and Heritage Building Society are evident of the change back to the old style of banking. We believe from our discussions with various communities that a regional financial institution would not be used in an effective way unless ownership and control was with the communities for the benefit of the community members.  

Practical  Reasons

The whole concept behind the Cape York Community Credit Union is to facilitate the development of a real Aboriginal community economy for the benefit of all the local communities.

In order to achieve this, it is necessary to have a credit union that is specifically responsive to local community conditions and needs. The Board of the Community Credit Union will make decisions on policy and procedures, interest rates and benefits it will provide to the local communities.

For the very reason that you have a local community council responsible to a local community rather than to a department in Brisbane, so it is important to have a financial institution which both understands and is responsive to local community needs and providing appropriate services to the community. 

An institution which was State-wide would, of necessity, have to take into account State-wide interests of a greater client base with, perhaps, different needs which would influence the following:

· Investment policies

· Deposit rates and provision of other related services

· Loan rates

· Lending policies

· Profit distributions

The policies of any external credit union may be completely irrelevant to Aurukun and the Cape York communities.

Family loans to a fifteen family household are much more appropriate in the region than they would be in the culturally different environment of southern Queensland.  This type of lending policy is also not appropriate to western style banking, but is appropriate to the region and communities.  Lending policies could specifically take into account local knowledge of the local credit union in relation to people’s standing and their credit worthiness.  

It is a specific plank of the proposed lending policy that family loans to groups be contemplated.  To a fair extent people grow up, live and die within their community – they do not like to move away from it.  The credit union and the Family Income Management Scheme will introduce to the communities multi-family lending.

The Banks Desertion of the  Remote Areas

The banks have deserted the remote and rural areas of Cape York due primarily to the cost and viability of providing banking services.

The Cape York region is home to approximately 15,000 people of which fifty percent are indigenous.  This population is generally spread over seventeen separate communities, most of which are sited on or close to the coastal fringes of the Peninsula.

The Cape York region covers 137,000 square kilometres.  The region is vast and diverse with three local government areas and the mining township of Weipa.  The Cape has seventeen Aboriginal Community Councils administering lands held in trust under Deeds of Grant in Trust. 

Most indigenous people live in areas under the jurisdiction of Aboriginal Community Councils.  Although similar in nature, Aurukun is a Shire Council administered under the Local Government (Aboriginal Lands) Act 1978.  These communities play a broad and crucial role in a range of areas.

Over the past decade we have seen a major shift to deregulation, growing competition between financial institutions, and the introduction of improved technology and the method of delivery of services to communities and the public in general.

The banks, in dealing with the high cost of overheads, have reduced their branch networks and have relied upon technology for delivery of their services thereby decreasing overheads and increasing profits to record levels.

This has resulted in loss of services especially for remote and regional areas and has also led to across-the-board increased costs for account holders.  Some local communities and organisations in remote and regional areas are initiating action to establish alternative services to satisfy community needs.

The complex changes occurring in the banking industry mean that indigenous people’s access to banking services has further diminished and in many remote areas, is non-existent.

The banks perceive that indigenous people have limited credit records and no collateral, are high risk, and add no value to the bank’s financial bottom line.

Indigenous people lack familiarity with, and access to, technology and do not have the availability of financial counselling, education and training that is available to the greater population of Australia.

The Establishment Of the Cape York Partnership Plan and Family Income 

Management

The Cape York Partnership Plan has developed twelve principals for strategic directions for Cape York education.  Aurukun Shire Council has addressed the issue of attendance at school, distance education and vocational education with the goal of proper education leading to employment in a range of industries.  Aurukun has established an Advisory Committee consisting of Aurukun community and Council representation, together with representation from Comalco, Cape York Partnership Plan and Education Queensland.  Aurukun has also addressed the need for proper adult education.

The development of economic independence for Cape York has been stifled by distance and extremes of climate.  Cape York people have limited access to education, commercial enterprise, health, justice and financial institutions.  The establishment of the Cape York Partnership Plan to bring the communities of the Cape together as one community to achieve an economy on the Cape, which is not based upon passive welfare, is the first step in advancing the improvement in the standard of living for the indigenous people of the Cape.  The introduction of a credit union to the communities of Cape York, along with the Family Income Management Plan, will go a long way towards assisting the communities in building their own economy and assisting the indigenous people to move beyond passive welfare and towards financial and economic independence.

As a Committee of the Parliament, we would greatly appreciate your support in recommending to government that they encourage and assist our endeavours, in any way they are able, and in particular through the Aboriginal and Torres Strait Islander Commission.

Should you have any questions concerning our progress to date and the steps required to complete registration and formal establishment of the Cape York Community Credit Union please do not hesitate to contact ??? David Hickie at Mercator Funds Management Limited on 07 55742255 or e-mail to  david@mercatorfunds.com.au.  

Yours faithfully

JIM PETRICH

Chairman

JOHN BOTTOMS

Secretary
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