
1 
CCLCSA submission - CP 355 

 Level 3, 43 Franklin Street 
Adelaide SA 5000 

 
Postal Address 

PO Box 943  
Adelaide SA 5001 

 
Ph: (08) 8202 5960 

www.consumercreditsa.org 
consumercredit@unitingcommunities.org 

 
 

 

Senior Manager 
Credit & Banking 
Australian Securities and Investments Commission 
Level 7, 120 Collins Street 
Melbourne VIC 3000 
 
By email: product.regulation@asic.gov.au 
 
Submission to the Australian Securities Investment Commission 

CONSULTATION PAPER 355 

Product intervention orders: Short term credit and continuing credit contracts 

 
1. Background to Consumer Credit Law Centre SA (CCLCSA) 

 
This submission is in response to Consultation Paper 355 (CP 355) seeking feedback on the 
use of ASIC’s product intervention power with respect to short term credit and continuing 
credit contracts.  The submission is based on the Consumer Credit Law Centre SA’s (CCLCSA) 
experience advising consumers who entered into short term credit and continuing credit 
contracts with BHF Solutions Pty Ltd (BHFS), Gold Silver Standard Finance Pty Ltd (GSSF) or 
BSF Solutions Pty Ltd (BSF) and service agreements with Cigno Pty Ltd (Cigno) or Cigno 
Australia Pty Ltd (Cigno Australia), which has resulted in them suffering significant 
detriment. 
 
Consumer Credit Law Centre SA  
 
The CCLCSA was established in 2014 to provide free legal advice, representation, legal 
education, advocacy and financial counselling to consumers in South Australia in the areas 
of credit, banking and finance. The CCLCSA is managed by Uniting Communities who also 
provide general and state-wide specialist community legal services specialising in Social 
Security, disability advocacy and elder abuse, as well as a range of services to low income 
and disadvantaged people including mental health, drug and alcohol, and disability services.  
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Uniting Communities 
 
Uniting Communities (UC) is an inclusive not-for-profit organisation that works alongside 
more than 80,000 South Australians every year. We seek to reduce inequality and improve 
wellbeing for those who are striving to overcome disadvantage. Our service delivery, 
advocacy, and community building activities are central to achieving this goal. We offer 
more than 90 services to support the needs of both individuals and our community, across 
a range of areas. These include mental health and counselling, residential aged care and 
support for independent living, housing crisis and emergency support, disability services, 
services for the Aboriginal and Torres Strait Island people, financial and legal, drug and 
alcohol counselling, family relationships, and respite and carer support.  

Uniting Communities, through the CCLCSA, supports ASIC using its product intervention 
power to address the significant detriment for consumers from disadvantaged households 
who have entered contracts with GSSF/BHFS/BSF and Cigno / Cigno Australia. 

Through our financial counselling and consumer credit legal services, the CCLCSA has 
observed significant harm caused by these entities: 

• The issuing of loans using these models that evade compliance with responsible 
lending laws and other consumer protections;  

• Excessively high fees (including establishment, default and ongoing account 
maintenance fees);  

• Loans arranged that appear wholly unsuitable for the borrowers, and require 
unrealistic repayments to be made; 

• Difficulty our clients have reported having when trying to contact Cigno to discuss 
issues with their loans;  

• Not being members of the Australian Financial Complaints Authority (AFCA), leaving 
borrowers with limited access to justice; and 

• Aggressive debt collection tactics. 

The CCLCSA welcomes ASIC making the product intervention orders to prohibit credit 
providers and their associates from issuing short term and continuing credit contracts, 
except in accordance with strict limits on total fees that can be charged.  
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2. Feedback on list of proposals and questions 

The CCLCSA provides the following feedback on selected questions outlined on pages 
19 – 21 of CP 355. 

Short term credit product intervention order 

D1 Q1 Do you consider that short term credit facilities, when issued to retail clients 
in the way described in paragraph 23, have resulted in, or will or are likely to 
result in, significant detriment to retail clients? Please provide any relevant 
case studies and evidence (including qualitative and quantitative data) which 
support your response. 

 
Yes. The CCLCSA have advised numerous retail clients who have experienced significant 
detriment as a result of entering into short term credit facilities with BHFS/GSSF and 
Cigno (and more recently BSF Solutions and Cigno Australia). As identified by ASIC at 
para 15 of CP 355, the detriment to clients includes: 

 absence of rights to hardship; 
 absence of legitimate IDR and EDR processes:  
 absence of any caps on fees and charges; and  
 failing to assess capacity to repay.  

 
Beyond this, the CCLCSA is concerned about the debt collection practices of Cigno and 
their exploitation of vulnerable consumers. Clients are likely to be unfamiliar with 
enforcement processes and intimidated into prioritising their Cigno debts over food, 
other essentials and regulated creditors. CCLCSA clients have received collection letters 
titled (in red) “THIRD AND FINAL NOTICE LEGAL ACTION: INVESTIGATION PENDING” that 
states a failure to contact Cigno to arrange payment will lead to “an internal 
investigation and verification of all the information provided when you entered into the 
recorded contract – discrepancies will be evaluated and if considered fraudulent, will be 
reported to police and possible also to AUSTRAC if deemed necessary”. 

 
Due to intimidating debt collection activity by Cigno, clients frequently report to the 
CCLCSA that they are forced to prioritise unaffordable Cigno repayments over day-to-
day living expenses in order to avoid Cigno’s excessive default and rescheduling fees. 
Clients have reported increased contact from Cigno after the commencement of the 
Covid-19 Centrelink supplement, including predatory marketing after the supplement 
was announced. The marketing appears targeted at accessing COVID-19 supplements by 
encouraging consumers to pay out outstanding accounts and to take out further loans 
using Cigno during COVID-19 pandemic responses. Marketing to Cigno customers at the 
beginning of the pandemic involved suggestions that no other lenders will be able to 
assist them. There was also the indirect suggestion that consumers should have cash at 
home during a pandemic to encourage consumers to enter into further loans through 
Cigno. Please refer to Annexure A for an example of Cigno marketing material and a 
collection notice. 
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Case study  
Nancy* borrowed $150 from Cigno back in 2016 while experiencing a family violence 
crisis. Within two months, Nancy’s account balance had rapidly grown to $861.50. 
Nancy had not heard from Cigno for four years.  Then after the government announced 
income support packages due to the COVID-19 pandemic in March 2020, Nancy 
received debt collection emails from Cigno stating that she owed them $861.50. 

 
More information about Nancy’s* experience and further case studies in support of our 
submission can be found at Annexure B. 
 
 
 

Case study:  
Claire* was a single parent of a pre-schooler and receiving Centrelink benefits. Claire 
needed funds to purchase textbooks for her university studies. Claire entered into 
short term loan with GSSF and Cigno for $300.00. Claire did not realise that Cigno was 
not the lender of the funds advanced. 
 
Claire had already paid $600.00 but Cigno were demanding a further $700.00 (a total 
of $1300). Claire had already defaulted on other bills and entered variations with other 
creditors in order to ensure there were sufficient funds available to repay the Cigno 
loan. Claire had not bought any winter clothing for her daughter and had sought 
emergency relief to obtain food for her daughter. Claire was worried she had reached 
her quota for emergency relief and the stress and lack of food made it hard for Claire 
to focus on her study. 
 

 
D1 Q2   Do you consider that ASIC should make the order, which is in substantially the 

same terms as the 2019 order (i.e. ASIC Corporations (Product Intervention 
Order—Short Term Credit) Instrument 2019/917)? Please give reasons to 
support your response, including whether you consider that there have been 
any significant changes in matters relevant to ASIC’s decision (such as the 
financial circumstances of retail clients) since 14 September 2019. 

 
The CCLCSA supports ASIC's proposal to use the product intervention power under Pt 
7.9A of the Corporations Act 2001 (Cth) to prohibit credit providers and their associates 
from providing short term credit and charging for additional or collateral services where 
the total fees that can be charged exceed the maximum permitted under the short term 
credit exemption. 
 
While Cigno / BHFS did switch to the continuing credit model after the product 
intervention order, it appears to the CCLCSA that Cigno / BHFS has recommenced using 
the short term credit model. The CCLCSA therefore supports ASIC making the order to 
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eliminate the use of the short term model by Cigno and its associated entities or other 
industry participants.  
 
The reasons the CCLCSA support the making of the order are consistent with those 
raised in our previous submissions. There have been significant changes to the financial 
circumstances of retail clients since September 2019; economic stability and social 
conditions have worsened for large numbers of consumers. These changes increase the 
urgency and importance of making the product intervention orders.  
 
In the past, the majority of the clients that we assisted in relation to Cigno loans relied 
on Centrelink as their primary source of income. However, since the 2019/2020 
bushfires and the COVID-19 pandemic, we have been contacted by clients who were 
employed prior to these events and had not experienced financial hardship. For an 
increasing number of clients, these events have led to them losing their employment 
and being in need of cash to meet immediate living expenses, meaning an increased 
demand for short term credit.  
 
With COVID-19 case numbers continuing to escalate around Australia and the 
corresponding disruptions to employment, the financial circumstances of retail clients 
are becoming increasingly strained. This means the need to stamp out exploitative 
practices is greater than ever. Although a Cigno loan may assist an individual in the very 
short term, the CCLCSA’s experience is that Cigno loans exacerbate existing financial 
stress due to the high cost of maintaining Cigno’s extortionate fees. The vulnerabilities 
and desperation that leads clients to apply for this type of short term finance also 
prevents them from being able to make informed decisions and fully comprehend the 
associated fees and costs of the money they are borrowing. 
 
D1 Q3   Are you aware of entities, including BSF Solutions and Cigno Australia, that 

are currently issuing, or likely to issue, short term credit facilities in the way 
described in paragraph 23?  

 
The CCLCSA has seen short term credit contracts / service agreements issued by Cigno 
Australia and BSF Solutions dated July 2021 and August 2021. 
 
D1 Q4  What alternative approaches could ASIC take that would achieve our 

objectives of preventing the significant detriment identified in this paper? 

The CCLCSA believes that the issuing of product intervention orders should only be a 
short term measure and that legislative reform is vital in order to address the significant 
detriment caused to retail clients by the use of these models. 
 
As raised in previous submissions, and highlighted by the 23 June 2021 judgment in 
Australian Securities and Investments Commission v BHF Solutions Pty Ltd [2021] FCA 



6 
CCLCSA submission - CP 355 

684,1 our legislation requires updating to make it clear that “helper” contracts and other 
such models are not intended to be exempt from the National Credit Code.  
   
The CCLCSA calls on ASIC to implore the Australian Parliament to urgently pass the 
National Consumer Credit Protection Amendment (Small Amount Credit Contract and 
Consumer Lease Reforms) Bill 2019 (No. 2).2 This will bring into effect the proposed 
broad anti-avoidance provisions which will prevent credit providers from circumventing 
the rules and protections contained in the National Consumer Credit Protection Act 2009 
(Cth). 

 
The CCLCSA wants to further emphasise the importance of all industry participants being 
required to hold membership of the independent external dispute resolution scheme, 
AFCA. This would provide consumers and their advocates with options for redress and 
ensure visibility over future practices of Cigno (or related entities).   

 

Continuing credit contracts product intervention order 

D2 Q1   Do you consider that continuing credit contracts, when issued to retail clients 
in the way described in paragraph 48, have resulted in, or will or are likely to 
result in, significant detriment to retail clients? Please provide any relevant 
case studies and evidence (including qualitative and quantitative data) which 
support your response. 
 

The continuing credit model has resulted in significant detriment to retail clients and will 
continue to result in such detriment. Regardless of the model used (short term or 
continuing credit) the underlying exorbitant cost of the credit remains. Vulnerable retail 
clients, who could never afford to make the contracted repayments, are pushed further 
into financial despair by these models. 
 
The CCLCSA were deeply concerned that COVID-19 supplements paid to Centrelink 
recipients were being directly targeted as a revenue stream by predatory third party 
service providers, such as Cigno.  This defeated the principle behind COVID-19 
supplements, to stimulate the economy to ensure Australians are able to purchase food 
and essential services during the economic downturn. At a time when other credit 
providers were supporting consumers with increased hardship assistance and support, 
Cigno was marketing to further exploit vulnerable Australians. The CCLCSA is also highly 
concerned at the use of data scraping as a marketing tool to contact consumers when 
funds in their bank account are low. 
 
 
 
 
 

                                                             
1 Decision on appeal, awaiting judgment from 23 November 2021 hearing. 
2 Introduced 2 December 2019, second reading debate 15 March 2021 
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=s1234 
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Case study: Continuing credit contract  
 
Jane*, a mother of two children, was experiencing financial hardship due to numerous 
debts, while living in a private rental. Jane borrowed $340 by entering into a continuing 
credit contract with BHFS and a Cigno services agreement. Under the agreement, Jane 
was required to make a single repayment of $538.85 in four weeks time; a payment 
she could have never afforded. In May 2021, Jane* presented to a local homelessness 
service and sought assistance from a financial counsellor. By this time, Jane had made 
payments of $380 towards her debt but the exorbitant fees charged meant her 
outstanding account was $565.00. Following some challenging discussions and 
negotiations, the financial counsellor was able to get the outstanding amount waived.  

 
Further case studies in support of our submission can be found at Annexure B. 
 

Case Study and Documentation: Continuing credit contract  
Refer to Annexure C for an example of a continuing credit contract / services 
agreement dated 22 May 2020.  
Client borrows $230 on 22 May 2020 and is required to pay $373.40 on 9 June 2020 
(two weeks later). 

 
 

D2 Q2 Are you aware of entities, including Cigno and BHFS, that are issuing, or likely 
to issue, continuing credit contracts in the way described in paragraph 48? If 
so, please provide any relevant evidence to support your response. 
 

The CCLCSA cannot conclude whether continuing credit contracts are currently being 
issued by Cigno / Cigno Australia and BHFS / BFS, or whether they are solely issuing short 
term loan agreements (agreements dated July 2021 and August 2021). Nor can we 
identify when the continuing credit contracts commenced, as we have seen a continuing 
credit contract dated 2016 (noting that the client requested and received this document 
in 2020 after Cigno recommenced collection activity).  

 
D2Q3  Are you aware of any changes in the continuing credit contracts market—

including changes to the continuing credit contracts that were issued in the 
way described in paragraph 48—since the publication of CP 330 (July 2020) 
and the Addendum to CP 330 (November 2020), which may be relevant to 
ASIC’s proposal to make a continuing credit contracts production intervention 
order? If so, please provide any relevant evidence to support your response. 

 
The CCLCSA are not aware of any changes in the continuing credit contracts market since 
the publication of CP 330 and Addendum to CP 330, relevant to the issuing of a product 
intervention order. 
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Based on the CCLCSA’s identified case studies (Annexure B), continuing credit contracts 
(as issued per paragraph 48) have continued perpetrating significant consumer harm. It 
appears that when shifting to the continuing credit contract model, the default fee has 
risen to $79. During COVID-19 consumers have reported to us that they were not able 
to contact Cigno via phone, nor was Cigno responding to emails or texts / other contact, 
thereby restricting consumers ability to reschedule payment dates (resulting in more 
default fees being charged on their accounts). This demonstrates the ongoing disregard 
for fair practices by Cigno and their unconscionable conduct directed at vulnerable 
Australians. 

 

In a 2021 correspondence with a CCLCSA financial counsellor who was negotiating for 
a vulnerable consumer who was experiencing homelessness, a Cigno staff member 
responded, “We are doing what we can to help in any way possible but please try to 
conceive that there are also certain limitations because we must consider CIGNO’s 
welfare as a corporation in terms of getting a reasonable revenue.” 

 
 

D2Q4  Do you agree with our proposal to make a continuing credit contracts product 
intervention order by legislative instrument as set out in the draft product 
intervention order in Attachment 2 to this paper? 

 
The CCLCSA agrees with ASIC’s proposal to make a continuing credit contracts product 
intervention order. 

 
D2Q5  What alternative approaches could ASIC take that would achieve our 

objectives of preventing the significant detriment identified in this paper? 
 

As detailed in D1Q4 above, the CCLCSA believes that the issuing of product intervention 
orders should only be a short term measure and that legislative reform is vital in order 
to address the significant detriment caused to retail clients by the use of these models. 
 
As raised in previous submissions, and highlighted by the 23 June 2021 judgment in 
Australian Securities and Investments Commission v BHF Solutions Pty Ltd [2021] FCA 
684,3 our legislation requires updating to make it clear that “helper” contracts and other 
such models are not intended to be exempt from the National Credit Code.  
   
The CCLCSA calls on ASIC to implore the Australian Parliament to urgently pass the 
National Consumer Credit Protection Amendment (Small Amount Credit Contract and 
Consumer Lease Reforms) Bill 2019 (No. 2).4 This will bring into effect the proposed 
broad anti-avoidance protections which will prevent credit providers from 
circumventing the rules and protections contained in the National Consumer Credit 
Protection Act 2009 (Cth). 

                                                             
3 Decision on appeal, awaiting judgment from 23 November 2021 hearing. 
4 Introduced 2 December 2019, second reading debate 15 March 2021 
https://www.aph.gov.au/Parliamentary_Business/Bills_Legislation/Bills_Search_Results/Result?bId=s1234 
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The CCLCSA wants to further emphasise the importance of all industry participants being 
required to hold membership of the independent external dispute resolution scheme, 
AFCA. This would provide consumers and their advocates with options for redress and 
ensure visibility over future practices of Cigno (or other entities).   

 

Thank you for your consideration. 

The Consumer Credit Law Centre SA 

 

 

 

 

 

 

Annexures: 

Annexure A – Cigno marketing and collection notice (p10 -13) 

Annexure B – Case Studies (p14-21) 

Annexure C - Continuing credit contract loan agreement / services agreement – May 2020 
(p22-26)  
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Annexure A – Cigno marketing and collection notice 
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Annexure B – Case Studies 
*Names have been changed 

 
The CCLCSA has worked in conjunction with the South Australian Financial Counselling 
Association (SAFCA) to provide ASIC with case studies of vulnerable people who were provided 
with short term credit and continuing credit contracts in South Australian and the Northern 
Territory. 
 

1. Lauren* 
 
Lauren resides in a remote community in the Northern Territory. In November 2021, Lauren 
approached a financial counselling service because she was confused about why Cigno Australia 
were continuing to use direct debit to take money from her bank account when she had already 
paid by the loan. On 15 September 2021 Cigno Australia facilitated the provision of a short term 
loan of $70.00 to Lauren. According to a statement of account received by the financial 
counselling service, by 5 November 2021 Cigno Australia were claiming an outstanding balance 
of $490.00 (seven times the original amount borrowed).  
 

2. Bill* 
 
Bill is a single father of one child with severe disabilities. He is unable to work due because he is 
his child’s full-time carer. Bill only receives income from Centrelink. He had been homeless and 
was residing at a shelter at the time he obtained a short term loan of $250.00 through Cigno 
Australia on 28 June 2021.  
 
Bill sought the assistance of a financial counselling service in relation to his debts. An assessment 
by the service showed that Bill’s bank account was overdrawn 42 per cent of the time and that 
there were frequent dishonour charges and failed direct debits.  The financial counselling service 
also found that Bill he had a range of existing payday loans, buy now pay later debts, wage 
advances and debt collection payments at the time Cigno Australia advanced the loan to him. 
 
Despite never being able to afford the Cigno Australia loan repayments, throughout the course 
of the loan contract Cigno Australia direct debited $375.00 from Bill’s account. With the help of 
the financial counselling service the outstanding balance of $390.45 owed to Cigno Australia 
under the short term credit contract was waived.  
 

3. Lily* 
 
Lily resides in the Tiwi Islands, Northern Territory and was in significant financial hardship, living 
off Jobseeker and borrowed money to survive. In 2021 she applied for a short term loan of 
$175.00 through Cigno Australia to pay for food. When Lily applied for the loan she was unaware 
of the fees and charges that would be added to her account. Cigno Australia administered a 
$145.22 fee to Lily to borrow the requested $175.00 (nearly 80 per cent of the borrowed amount 
in one fee alone). Lily could not afford to make loan repayments and continued to incur further 
fees including $79.00 default fees and $22.00 change of payment schedule fees.  
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Lily sought the assistance of a financial counselling service who contacted Cigno Australia and 
requested that they waive Lily’s debt. Cigno Australia refused to waive the debt, citing that they 
had a right to sell credit and raise fees.  
 

4.  Monica* 
 
Monica is a carer and supports a child living with disability. Monica had been affected by the 
Adelaide Hills bushfires in 2019. Monica worked minimal part-time hours and was unable to 
work after the bushfires. Monica needed cash to meet her living expenses. Monica applied for a 
$175.00 loan online through Cigno.  
 
Monica paid $54.00 each week for a total of ten weeks totaling a sum of $540.00.  In early 2020, 
around the time that the COVID-19 pandemic started, Monica then became suspicious that she 
had not paid off the ‘loan’. Monica called her bank and told them to cease the direct debits so 
that she could review her agreement.  
 
When Monica called her bank, they were familiar with Cigno and issues with clients experiencing 
hardship and direct debits paid to Cigno. Monica tried to access Cigno’s members’ portal but it 
did not work. Monica tried calling Cigno but there was a voice message advising that nobody 
was in the office due to the COVID-19 pandemic. Monica tried calling a multitude of times over 
many weeks, however she was unable to speak to Cigno and kept hearing the same voice 
message. Monica then tried emailing Cigno and did not receive any response.  Throughout this 
time Monica kept receiving marketing messages from Cigno encouraging her to pay off her 
account and to borrow more money during COVID-19.  
 
Monica tried using Facebook Messenger and SMS to contact Cigno. Monica used every contact 
source listed on Cigno’s website, to no avail. Monica then began receiving weekly dishonor 
letters from Cigno. In some weeks, Monica received the same letter twice but with different 
repayment amounts. Monica was confused and again tried to contact Cigno and was still unable 
to get through to them. She then received a letter from Cigno stating that she owed a further 
amount of around $500.00. This would mean she would pay back over $800.00 in fees alone, 
excluding the principal sum borrowed.  Each week, further default charges of $79.00 had been 
charged despite Monica not being able to access the members’ portal to change scheduled 
payment dates or view her agreement.  The default letters implied that if she did not resume 
the direct debit payments or enter into another loan with the lender, that she would get into 
trouble with the police or AUSTRAC; that the debt was being referred to a debt collector; and 
that Cigno would garnish her income or bank account. 

  
After the third week of missed payments, a default letter emailed to Monica threatened 
investigation action: 

  
“If you do not make contact with us, we have no alternative but to commence an 
investigation to determine whether the information you provided, including your 
financial situation, was correct and accurate at the time of taking the loan. Our decision 
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was based on that information and misrepresentation will be regarded as extremely 
serious. 
  
If you do make contact and your situation is such that you are experiencing hardship, we 
are happy to accommodate you and make an arrangement that is suitable. 
  
If you have multiple little debts and a consolidation loan would help you, then through 
our finance associate company BHF Solutions Pty Ltd or another lender we can apply for 
a consolidation loan of up to $5000.00 to cover all your debts. This will however be reliant 
on your conduct and ability to settle your debts…This is your last opportunity to remedy 
the default and prevent further action against you. You need to comply with your 
contract, and contact us within 14 days to confirm the above payment or to make an 
arrangement that is suitable to you. Failure to do so will lead to: 

  
 an internal investigation and verification of all the information provided when 

you entered into the recorded contract 
 discrepancies will be evaluated and if considered fraudulent, will be reported to 

the police and possibly also to AUSTRAC if deemed necessary. 
 the possibility of you being sued for the total amount outstanding under your 

contract. 
 seeking of a judgement against you in the Courts and pursuing you for the 

amount of judgement either by way of an examination of your means in Court 
or a garnishee of income or bank account.” 

  
One week later, Monica received a Notification of Referral to External Collections: 

  
“Despite our collection efforts regarding your small loan, we have not been able to settle 
the matter. Your account is to be forwarded through to an external collections agency 
Milton Graham within three business days. Milton Graham can be contacted on 13 23 
33 or via email clientservices@dnb.com.au to accommodate a new affordable 
arrangement that is suitable. 
  
As at the date of this letter, your total outstanding balance is [approximate amount of 
$500.00] 
  
Please find attached a copy of your up to date Account Statement for your own personal 
records” 

  
Monica contacted the CCLCSA and sent a dispute to Cigno. Cigno offered to waive the 
outstanding balance that Cigno were claiming. At no time was Monica able to speak to anyone 
from Cigno (even though Cigno asked Monica to get in touch with them each time she received 
a letter). Monica was too fatigued and overwhelmed to pursue recovering the balance she felt 
she overpaid to Cigno through court action.  Monica was unable to access AFCA to file a dispute 
about the service agreement as Cigno and BHFS are not members. 

 
5. Melissa* 

Melissa is a person living with a disability and has a gambling addiction. Whilst she was at the 
Adelaide Casino at the end of May 2020, she applied online for a $230.00 Cigno loan. Earlier that 
same day, Melissa had made several withdrawals using her debit card and had exhausted all of 
her funds. At the time, Melissa already had two other payday loans and was receiving the 
Disability Support Pension. 
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Melissa had previously borrowed $300.00 from Cigno and believed that she had ‘paid off’ the 
loan. Melissa did not understand that she had entered into a continuing credit contract. Melissa 
entered into another drawdown through Cigno under the continuing credit exemption model 
but did not understand what this meant or that it was different to her other regulated small 
amount credit contracts. Melissa gambled and lost the $230.00. 

The repayment schedule was to repay approximately $373.40 the following fortnight which was 
an amount that Melissa was never able to afford. Fees and charges were added to her account.  

Melissa sought the assistance of the CCLCSA and reported that when she was trying to repay the 
$300.00 loan, she was going without food and seeking emergency relief in order to repay Cigno. 
Melissa had previously renegotiated her payments but that each time she did, she was charged 
a $22.00 fee.  Melissa was worried that she would never be able to ‘pay off’ the drawdown or 
have enough money to buy food as Cigno were seeking repayments that she could not afford or 
would add further fees and charges. Melissa was also worried about how she would seek 
emergency food relief during COVID-19 pandemic.  Cigno claimed approximately $700.00 and 
had referred the amount to a debt collector, Milton Graham. 

Had Melissa sought to borrow money from a regulated small amount credit provider: 

 The lender would have been required to have regard to the fact that she already had 
two other payday loans; 

 The lender would have been required to obtain a copy of her bank statements for the 
preceding 90 days which would have shown she was at the Adelaide Casino and that she 
had withdrawn all of her funds; and 

 The cost of credit would have been capped (i.e. the lender could only recover 200% of 
the adjusted credit amount in the event of default); 

 If the lender advanced the loan, Melissa would have been able to raise a dispute that 
the loan was unsuitable and had recourse to AFCA. 
 

6. Nancy* 

Nancy is a single mother who left a situation of family violence in March 2016. After she left, 
Nancy needed immediate cash and entered into a contract online that she believed was with an 
online payday loan company for the sum of $150.00. The proposed payments were to repay an 
initial amount $129.00 and then $127.30 one fortnight later, which Nancy was never able to 
afford. Nancy was unable to make the scheduled payments due to her family violence crisis. She 
was also unable to afford the further default and collection fees and charges Cigno had charged 
to her account. Within two months in May 2016, Nancy’s account had rapidly grown to $861.50.  
 
Nancy had not heard from Cigno for four years.  Then after the government announced income 
support packages due to the COVID-19 pandemic in March 2020, Nancy received debt collection 
emails from Cigno stating that she owed them $861.50. 
 
Nancy sent a message to Cigno seeking copies of her contract. The copies of the contracts 
forwarded by Cigno for the BHFS ‘loan’ stated that it was a ‘continuing credit contract’. 
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Nancy contacted the CCLCSA and advised that she would have to use all of the COVID-19 
supplement and increased amounts from JobSeeker to repay Cigno the outstanding amount 
claimed. 
  

7. Kym* 

Kym suffered chronic health issues and had been injured in a workplace accident in February 
2019. Kym had joint custody of raising his child with his ex-wife. Towards the end of March 2019, 
Kym had exhausted his savings and was struggling to meet his basic living expenses. Kym 
borrowed $350.00 through Cigno Loans believing that it would operate like any other regulated 
payday lender. By the first week of May 2019, Cigno were claiming that he owed them $1171.70. 
No responsible lending assessment was undertaken by Cigno and Kym was never in a position 
to be able to afford to repay the loan. The loan was granted using the short term credit 
exemption model which notably had lower dishonour fees of $49.00. 
 
Kym attempted to resolve the dispute with Cigno but reported that it seemed that “one arm of 
the business was not communicating with the other arm”. When Kym raised a dispute with 
Cigno, he was sent inconsistent letters by them and it seemed there was no effective internal 
dispute resolution system with effective oversight. In the end Kym gave up dealing with Cigno. 
 
On the 22 March 2020, Scott Morrison announced JobSeeker and the COVID-19 supplement 
payment to support Australians receiving Centrelink benefits during the pandemic. Kym was 
relieved to learn that he would be able to pay his basic living expenses and keep himself and his 
child safe throughout the pandemic. 
 
Three days later on 25 March 2020, Kym received the following message from Cigno: 

 
Subject: FINAL NOTICE - Referral to Milton Graham 

Dear [Kym] 
 
IMPORTANT: YOUR LAST PAYMENT HAS FAILED 
Due to failure to repay your loan, your file is at risk of being forwarded through to our 
external collections agency, Milton Graham, in 3 business days time. 
 
To resolve your debt to Cigno internally, please make payment today via Member 
Portal or to details below: 
 
https://members.cignoloans.com.au/ 
Username: [redacted] 

 
That same day, Kym received an SMS text message from Milton Graham, debt collectors acting 
for Cigno. Kym sought assistance from the CCLCSA. Kym believed that the messages were 
intentionally timed to be sent after the Centrelink income support measures were announced 
by the federal government and targeted at Centrelink recipients who might agree to use the 
COVID-19 supplements and Jobseeker payments to pay amounts claimed by Cigno. 
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That same day, Kym received an email in his junk email box suggesting that he needed a reserve 
of emergency cash for the pandemic, as well as the following: 

 
As a result, many lenders may adjust credit assessment policies and as a result will be 
more reluctant to lend to those in need. This will happen as they see a bigger risk in terms 
of being repaid. 
We offer a service whereby we focus on the emergency needs of clients that often cannot 
get credit elsewhere. Please be assured that Cigno will stand by you, our clients, and do 
our very best to assist in the same manner as we always have. 
What we ask of you now is that you review your file and start a new affordable 
repayment plan to settle your account with us. So that if a time comes when you are in 
need of assistance, we can be here for you. In fact, if possible, settle your account in full 
and put money aside for an emergency - that way you have two emergency options. 
 

After reading this email Kym called the Cigno phone number but there was a voicemail message, 
and he was unable to speak to anyone from Cigno. Six days later, Kym received the following: 
 

Hi [Kym]! 
Need a Cash Boost? Great news! You're already APPROVED! 
Simply verify your bank details for deposit to receive funds TODAY! 
Visit: https://cignoloans.com.au/[redacted] 
Once received, your contracts will be sent to you in MINUTES! Too Easy right? 
Get started today! 

Two weeks later, Kym received emails marketing the services of Debt Management Plans 
through Cigno. CCLCSA is concerned that consumers were contacted immediately after the 
COVID-19 supplements were announced and they were unable to speak with anyone from 
Cigno.  
 

8. Tom* 
 
Tom resides in a remote community in the Northern Territory. He has limited comprehension of 
English language. Tom’s sole income is from Centrelink. Tom sought assistance from a financial 
counselling service who assessed his financial position. The service found that Tom’s bank 
account was overdrawn 32 per cent of the time and that Cigno loans direct debits were the 
primary cause of this.  The financial counselling service also found that Tom had been advanced 
four Cigno loans in 2020, with amounts advanced by Cigno ranging from $75.00 to $100.00 and 
that his repayments to Cigno totalled $1,011.00. Tom had never been in a position to afford the 
credit provided by Cigno.  
 

9. James* 
 
James lives in a remote community in the Northern Territory. James approached a financial 
counselling service to apply for a No Interest Loans Scheme (NILS) loan to pay outstanding debt. 
The financial counselling service assessed James’s financial position and advised him that he was 
not eligible for a NILS loan because he couldn’t afford to NILS loan repayments due to several 
existing direct debits he did not remember signing up for. While assessing James’s financial 
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position, the financial counselling service reviewed his bank statements which showed frequent 
overdrawing of his account by Cigno.  
 
The financial counselling service contacted Cigno and obtained a copy of James’s statement of 
account which showed that on 3 December 2018 he was advanced a $350.00 loan. By 9 January 
2019, just over one month later, James’s account had rapidly grown to $862.75.  
 
Upon emailing authority Cigno advised the financial counselling service account was finalised 
and final balance of $432.65 was waived. Despite this waiver, a total of $1,650.00 (nearly five 
times the original amount borrowed) had been direct debited by Cigno from James’s account 
prior to the loan account being closed.  
 

10. Dylan*  
 
Dylan had recently separated from his wife and son, was made redundant and was receiving 
Newstart Allowance. He entered two small amount credit contracts as he was desperate to see 
his son and wanted to keep making Child Support payments to appease his former wife in order 
so that he could still have contact with his child. Dylan then applied for a third pay day loan but 
was declined by the pay day lenders that he had previously borrowed money from. 
Unbeknownst to Dylan, the small amount credit providers most likely declined Dylan’s 
application on the basis of the rebuttable presumption that, as he already had two payday loans 
in the preceding ninety days, he could not meet repayments without substantial hardship.  
 
Dylan ended up getting a loan believing that he was applying for an ordinary pay day loan, but 
the lender was in fact GSSF facilitated by Cigno. Dylan received a sum of $350.00 in short term 
credit from Cigno and GSSF. Within 49 days, the balance had more than tripled to $1171.00.  
 
Dylan was not able to afford the first repayment. He asked for hardship assistance and was 
charged $20.00 to change the payment date. After he failed to make two repayments, Dylan 
noticed that Cigno had changed the date of processing the direct debit; the third repayment 
date had been brought forward one day without notice to him. Dylan did not have adequate 
funds and was charged $30.00 Payment Reschedule Fee and a $49.00 Dishonour Fee. Dylan also 
incurred direct debit dishonour payments from his bank.  
 
Concerned at how rapidly the debt was growing and the changing payment dates, Dylan 
contacted Internal Dispute Resolution (IDR) for Cigno and outlined his complaint. Dylan felt 
stressed when he realised he would never have capacity to make the repayments. He was unable 
to meet the demands of Cigno without not paying rent and risking eviction.  
 
However, while Dylan was awaiting a response from IDR, he continued to be contacted by the 
collections section of Cigno, who continued to demand that Dylan make payments and to 
process direct debits from his account. 
 
The response from IDR was that a full review for affordability had been undertaken and that he 
was only approved for an amount that was deemed to be repayable based on his income and 
expenditure. Cigno then referred Dylan to the terms of the contract that stated he agreed he 
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was of sound mind and judgement to make decisions regarding his finances. Cigno presented 
Dylan an offer to settle the dispute for $512.00 but Dylan made a counter-offer to settle the 
dispute for the sum of money borrowed. Dylan did not hear back from IDR regarding his counter 
offer.  
 
Cigno collections continued to contact Dylan threatening to forward the debt to an external 
collections agency if he did not make payment within three days. Cigno then contacted him and 
said they would either accept payment for the full outstanding amount of $1171.00 in lowered 
repayment amounts or alternatively accept a reduced amount of $820.00 if he made four weekly 
payments of $205.00. Dylan asked whether the response from collections was a response to his 
earlier counter-offer email to IDR. Later that same day, IDR sent an email offering to settle the 
dispute for $512.00.  
 
Two days later, Cigno sent an email advising that his account had been forwarded to an external 
collection agency, Ilion and Milton Graham. Dylan reported that the contact from Cigno was 
confusing, unprofessional and that he felt harassed. Dylan also felt he had been tricked as he 
did not realise that Cigno were different to a regulated small amount credit contract provider 
and was shocked at the very high-cost of credit.  
 
Dylan then received weekly emails from other online lenders. When he applied for other loans, 
he was declined. However, the decline emails directed him to an online business that he believed 
used the same phone number as Cigno. 
 

11. Amy*  
 

Amy* is a single mother with complex mental health issues. In December 2019 Amy needed 
immediate cash and applied for a $300.00 loan through Cigno.  Amy’s sole income was 
Centrelink. Amy had also previously obtained a loan through Cigno and that she was unable to 
pay back because it was unaffordable. Despite all of these factors, Cigno facilitated the provision 
of the $300.00 loan to Amy on 21 December 2019. Amy was unable to make the scheduled 
payments because they were never affordable.  She was also unable to afford the further default 
and collection fees and charges Cigno had charged to her account. By 30 January 2020, just over 
one month later, Amy’s account had rapidly grown to $863.75. 
 
By December 2021, Cigno claimed that Amy’s total debt owed for the $300.00 loan was 
$2,100.00 (seven times the original amount borrowed). Throughout the life of the loan Amy paid 
Cigno $1,273.61 (more than four times the original amount borrowed). Amy obtained the 
support of a financial counsellor who undertook an assessment of her bank statements and 
found that Amy’s account was overdrawn 61 per cent of the time. Through the advocacy of the 
financial counsellor, Amy was able to obtain a refund of 50 per cent of fees she had paid to 
Cigno.  
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Annexure C – Continuing credit contract loan agreement / services 
agreement – May 2020 
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