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Preface

Since 1991, when I first approached State Bank of Victoria for a loan of $ 4000 for 5 years to buy a car, the answers given by the staff at Leeds Street, Footscray, Victoria Branch and the answers given by the manager of Commonwealth Bank of Australia at Swanston Street, Victoria branch, didn’t appeal to my mental calculations. I wanted to take a loan to buy the car, with the ‘hypothecation’ (‘hypothecation’ refers to giving a signed letter of authority to the financial institution, when they finance for an item on which the financer will not be able to register a claim or will not be able to possess the item as security for the money lent. The lender affixes a placard in an easily visible part of the item financed, so that if the borrower tries to sell the item prior to repaying the loan the placard will warn/ alert the intending buyer that the item has finance owing), so that the bank has the security of the car in case of my default in repayment. This term was not known to any of those bank staff; as such practice was not in existence. I enquired about this, as the lenders normally charge a low interest rate on a loan where they have ‘security’ of the item financed. i.e. the lender is sure of getting back a percentage of money lent by repossessing the item financed, in case of default. The risk factor is a very low percentage; hence the lenders reduce the interest rate.

Since they were not aware of this concept, with an intention of reducing the total interest payable on the borrowing, I requested the banks to lend me $ 4000 for 2 years (I was confident to repay in 2 years). They replied, they would not lend for less than 5 years. It was funny for me, when they told me that the reason why they will not lend for less than 5 years is because the banks don’t want their customers to ‘kill/die’ themselves in an attempt to repay sooner, a wonderful care by lender on borrower. So I wanted them to let me know the monthly repayments on the $ 4000. On the interest rate and monthly repayments they quoted, I found the repayment was exorbitant and was not even close to my mental calculations of repayments. So I asked them if they are charging me ‘compound interest’ (a term that they claim as never heard). On further questions, they said they calculate only by multiplying the principal, rate of interest and the period of loan at an annual percentage. Somehow, since they showed all their calculations projected from the computers (I never used a computer, until then), I couldn’t identify the area of difference between my calculation and theirs. But I knew, there is something definitely wrong in their calculations. The result, I didn’t borrow the money for the car, decided to wait to earn and save the money enough to buy the car. This meant that I spent 2 years without a car.

Learnt Lotus 123, a spreadsheet program, as the first thing I learnt in computer operations, in 1992, interestingly the first topic I learnt was to prepare a spreadsheet for loan repayments using @pmt function. When I completed the assignment on this topic, I told a lecturer, there is something wrong in the answer I have provided, in terms of the total interest this program has calculated, it uses compound interest. He replied, your answer is correct and your calculations are correct. It is silly what you say; the ‘formula’ you have used is only the simple interest formula, when you showed the interest for each period. So I left it at that, as I didn’t know anything in computing and to discuss more than this on the first topic I learnt in computer, with the senior lecturer in computer, in my view, was inappropriate. 

In 1999, I decided to buy a home and hence take a loan. The builders were not sure if I would get a loan approved, but we liked the house. So kept fingers crossed. When loan was approved, we were glad to sign the documents, take the loan and move into the house. A state of mental condition filled with joy, that you don’t see what is below your own nose, unless someone explains or shows some calculations as to how they calculate interest on your loan or explain the significance (to the borrower) of the order in which they would apply your repayments.

After a few years of very hard struggle to meet the minimum repayment requirements, I started the ‘inquiry’ mind again on what I thought was wrong in 1991. This article is the outcome of my flash back thoughts. A similar enquiry by my friends and associates based on an email they received also instigated me to write this article and share it with fellow human beings who are on a salary income and having home loans and personal loans. The main intention is to benefit all readers and understand their loan payments better. 

As in my own case, I would not leave any stone unturned before I get justice in this matter. But this knowledge I decided to share with you all before it is too late.

Hari Iyer 

Table of Contents:

1. Introduction

2. Review of Literature

3. Methods of Procedure

4. Analysis and Interpretation

5. Conclusion

6. Recommendations

1. Introduction:

Whenever you borrow any money, you are aware that you have to pay the following to the lender:

(a) The government charges applicable in your country

(b) The account maintenance and administration fee for the lender

(c) The Principal sum borrowed (your ultimate aim as borrower)

(d) The interest on the money ‘lent’ (Lender’s ultimate motive in the transaction)

The Financial institutions, in the loan offer document, do not even mention as to the order in which they would apply your repayments.

When you get the final loan agreement, (this happens around the time you are ready to drawdown.i.e. as soon as you sign this document you can demand to withdraw the amount approved, in a very short notice), you are in a happy mind of about to possess what you dreamt till that day (as you would have been unsure of finance being approval to you to buy that item). When you are in that frame of mind, the financer simply spends 15 minutes showing you the pages you have to initial and the pages you have to sign. To me, at least, the financer has not drawn my attention to the ‘order of applying repayments’ as a ‘term’ existing in the agreement (as this is usually somewhere in the last few pages of the document). Even if this is pointed out to you as the English sentences, it could hardly explain to you how this impacts your interest payments to the lender. Alternatively, unless the lender points out to you the total interest you would end up paying by ‘swapping’ the order of repayment of (c )  and (d) above (as (a) and (b) have to be in that order by law in every country. So the lenders were ‘let loose’ by all governments all over the world to swap the items ‘c’ and ‘d’, either by knowing the impact of swap on you or merely by total lack of care). 

Again, I am not sure, whether spreadsheet programmers were given at the first instance, the instruction regarding the order in which the lender wants to apply the repayments, that as a result of such instruction the spreadsheet programmers ‘invented’ the cruel ‘@PMT’ function as an ‘easy method’ for the bank to calculate your repayment (as I don’t believe the function is invented for working out the interest calculations), or the Programmers ‘invented’ this ‘@PMT’ function as part of the spreadsheet and the lenders later on ‘changed’ the order of applying repayment, as the lenders understood that unless they change this order of applying the repayment, the @PMT function will not be meaningful or that they cannot explain their calculations to the customers.

In the end, the borrowers sign the binding contract, without knowing what they sign. This is because, myself as Accountant cannot project the impact in a matter of few days of signing the agreement, people with qualifications in different discipline of specializations like doctors, lawyers, engineers or computer programmers and people that don’t have much educational background, cannot be expected to know or understand that the swap over of ‘d’ for ‘c’ above means 40% of the loan borrowing is paid in ‘additional interest’ on the simple interest of about 50% of the loan, leading to total interest payments of about 90% of the loan borrowed.

2. Review of Literature:

Since this paper deals specifically only with the impact of a simple swap over of two sub parts of a subsection of a commonly used agreement in our daily life, not much of literature available to research.

Under Trade Practices Act in Australia (or its equivalent in various countries) all supplier of goods and services are required to adhere to certain standards imposed. In relation to finance market, this legislation requires the lender to disclose a comparative impact of interest as applied by the lender compared with other lenders, when the lender wants to compete with other lenders. The lender is required not to provide ‘misleading’ information to the borrower.

The Uniform Consumer Credit code requires that the lender must take into account the following, in calculating the interest on loan: 

(a) The principal sum lent

(b) The rate of interest

(c) The period of loan

(d) The frequency of repayment

Unfortunately, even such requirements does show the sound mind on the legislators, in having worked out examples of impact of the ‘order of applying repayment’, else they would have added the ‘order of applying the repayment’ as at least a ‘code of conduct’.

Under the common law, the timing of signing the loan agreement, your frame of mind at that time of signing, the fact that the borrower DOES NOT possess a ‘specialist’ knowledge or skill to ‘realise’ the impact of order of applying repayment and the fact that the lender has both specialist skills (or at least in a position to hire such skills), knowledge of the total interest payable over the term of loan and still has not got the borrower’s signature on the specific disclosure of this ‘significant term’ of the contract (the term that could have influenced the borrower, at least to think of other alternatives, if not refusing to take loan with such term or the borrower to ‘bargain’ the possible swap over of the term in the lender’s contract), and the fact that this ‘term of the agreement’ is spelt out (not worked out) in the immediate first few pages of the contract, lead us to the conclusion that the lender either (a) is not aware of the impact (this is unacceptable, as the licensed lenders always use specialists in various fields) or (b) deliberately defrauded the borrower.

Since this would fall under ‘undue influence’ and/or ‘fraud’ the person suffered financial loss due to this would be entitled to get a refund, without any time limit on appealing for the refund.

So one can say that the information provided in the loan agreement or loan offer document is definitely ‘misleading’ to the borrower. A ‘term’ in an agreement is said to be significantly misleading, if that ‘term’ had the potential for one of the two parties to the agreement to influence their decision in opposite direction.

Since the loan agreements are ‘misleading’, the Lenders are punishable under Trade Practices Act, with penalty to the Crown and reinstatement of the borrowers for the loss suffered due to such misleading contract.

When such significant term is not clearly explained to and/or understood by the party whose liability on the contract is significantly increased due to such term, then in Contract Law, the contract lacks ‘consensus ad idem’ (that the parties to the contract are not talking about the same subject matter of the contract).

This makes the entire contract invalid and unenforceable. But generally in contracts, there would be a ‘clause’ that would suggest that at any point in future if a ‘term’ of agreement is made invalid, then it is only that part of the agreement that is invalid but rest are still enforceable. 

In either case, the correct behaviour from these lenders would be return the surplus so unduly collected back to borrower with the same rate of interest as they applied when they demanded the repayments.

A comparative analysis of ‘Bonded labourer’ concept that existed more than 20 years back may be relevant here:

More than 20 years back all governments (all over the world, wherever bonded labourer system existed) passed a single Act to abolish the bonded labourer to make it ‘illegal’. The governments didn’t pay any compensation to the (rich individuals) Lenders who kept the borrowers as bonded. The small farmers were ‘freed’ from the ‘debt’ at one go.

Bonded Labourers:

As you know in agriculture, small land holdings will not yield the economies of scale of operation. (Few acres of agricultural land, is still considered smallholdings in agriculture). The small farmers, had difficulties to manage finance in the time gap between sowing and harvesting, harvesting and marketing. For this short financial discomfort, they couldn’t approach regulated financials institutions. They borrowed from indigenous lenders, usually the richest family in each township. This lender usually, made use of these small farmers ‘to work’ in their family farm after looking after the small farmers’ own farm. The borrowers worked for free on Lenders land, until borrowings were repaid. At the start, the duration of lending used to be a few weeks. 

The borrowers didn’t feel fleeced or exploited, contrarily the Lenders were ‘worshipped’ for their gesture of ‘timely’ help. Gradually this practice increased both in amount borrowed and the time taken to repay. This resulted in lenders requiring a ‘charge/mortgage’ on the land holdings of the borrowers. Besides, the lenders used ‘undue influence’ and misused the ‘trust’ of the borrowers. Lenders got the borrowers to sign on blank papers and inserted the terms and conditions of lending with significance to ‘compound interest’ or ‘interest on interest’ or ‘interest on money not lent’ and with significance to the borrower and their heirs bound by the agreement to ‘work for free’ until the principal sum and interest debt are fully repaid.

As ‘compound interest’ accumulates in geometrical progression but the borrowers’ income didn’t even increase in arithmetical progression, the borrower could in no way clear the debt in their lifetime. Since the debt level increased due to the compounding effect’, the borrower, at some point had to repay the ‘accumulated debt’ by giving up the rights on their own landholdings to the lender as ‘partial settlement’ (comparable to modern Licensed lenders’ right to repossession and auction to recover the principal + interest). Since the borrower couldn’t repay in their life, their heirs became bonded to the lender. 

When the revolution took place about 25 years back, the revolutionists firstly approached the lenders ‘pleading’ them to ‘forgive’ the debt and ‘redeem’ the labourers (comparable, at a macro level, to under developed countries request for ‘debt forgiveness’ from developed countries). On this the lenders drew ‘cold feet’, but to divert attention, put more pressure on the revolutionist and got them out and put more pressure to borrowers so that they don’t give a ‘hearing’ to the revolutionists. So, the revolutionists approached the governments to pass legislations to protect the ‘exploited’ group. But, since the governments were ‘democratic??’ the answer was ‘as long as you don’t have majority representation, in a democratic set up we can’t do anything. You get some support of voters that have similar thoughts. Come back to us when you have some reasonable number of borrowers that support you’. 

Now, the revolutionists approached the borrower / bonded labourers. To their greatest shock, the revolutionists found that bonded labourers, unlike the lenders and government, didn’t even want to ‘hear’ what the revolutions wanted to explain to them, while the intention and action was to get these people ‘freed’ from exploitation. This is because the ‘borrowers’ viewed the lenders as ‘God’ as they lent the money at the time of need. So they never could ‘tolerate’ anyone ‘poisoning’ them about the lenders. At the same time the bonded labourers did not want to do anything that would anger the lender. It took long for these uneducated bonded labourers to understand the intention of the revolutionists and to lend them their support. At the end the revolutionists succeeded, but I am not sure if they even claimed any credit for the release of bonded labourers.

Differences (between bonded labourers and modern day borrowers):

(1) In bonded labourers’ situation, only individuals lent money they earned/inherited, but still the government legislated making them lose their recoverable debt. Modern day Lenders are big financial institutions; they have not lent you money from their earning or inheritance, but from the deposits collected giving them a low rate simple interest (from other groups in society). Modern lenders still have your money in building their assets. They make one equal property for each property that loaned to individual borrowers.

(2) Bonded labourers were not able to repay in their lifetime. So the revolutionists could realise the injustice. Modern borrowers work day and night, sometimes the spouses not even seeing each other during the weekdays, just to repay in their lifetime, that they succeed in doing. So no one realizes the injustice. 

(3) Bonded labourers were mostly uneducated (affixed thumb impression on blank papers and the terms and conditions were filled in later on) didn’t know what they were signing for. Modern borrowers are educated (they sign on agreement with terms preprinted not altered) (but since the lenders have a very clever way of writing the condition in the loan document and fail to adequately explain and get the consent from the borrower), even modern borrowers don’t know what they are signing for. 

Common points:

(1) The borrowers’ gratitude and borrowers’ regard for the lender, as ‘God’ and that they may not like to ‘hear’ anyone that has views against the lenders. 

(2) The borrowers were/are not explained the impact of the terms and conditions of the agreement and that way borrowers were/are befooled. 

3. Methods of Procedure:

The author took a sample excel working, on the assumptions of $ 100, 000, $ 200, 000 and $ 300,000 borrowed at 6% p.a interest for 25 years duration, with monthly repayments made assuming (c) applying repayment by swapping the order of ‘c’ and ‘d’ suggested in the introduction of this paper (a social injustice, and fleecing the un-alert borrower, just by swapping the order of application) and  (b) applying repayment in the order suggested in the introduction (justifiable application). For this analysis and for this discussion, let us ignore the government fee and account maintenance charges charged by these lenders (as we have no difference of opinion, at least, to the extent of the order of their application).

For a Loan amount of $ 100, 000 assumption (a):

	
	

	Principal Borrowed
	
	$100,000.00 
	

	Interest Rate P.a
	
	6.00%
	

	Number of Years
	
	25
	

	No of repayments in a year
	
	12
	

	Monthly Repayment as per current system
	$644.30 
	

	
	
	
	

	Total repayment 
	
	
	$193,290.42 

	Total Interest payment 
	
	
	$93,290.42 

	 Number of payments taken to repay fully 
	
	300

	
	
	
	

	
	Principal Repayment
	Balance Owing
	Current Interest 

	Jan-06
	$144.30 
	$99,855.70 
	$500.00 

	Feb-06
	$145.02 
	$99,710.68 
	$499.28 

	Mar-06
	$145.75 
	$99,564.93 
	$498.55 

	Apr-06
	$146.48 
	$99,418.45 
	$497.82 

	May-06
	$147.21 
	$99,271.24 
	$497.09 

	Jun-06
	$147.95 
	$99,123.30 
	$496.36 

	Jul-06
	$148.68 
	$98,974.61 
	$495.62 

	Aug-06
	$149.43 
	$98,825.18 
	$494.87 

	Sep-06
	$150.18 
	$98,675.01 
	$494.13 

	Oct-06
	$150.93 
	$98,524.08 
	$493.38 

	Nov-06
	$151.68 
	$98,372.40 
	$492.62 

	Dec-06
	$152.44 
	$98,219.96 
	$491.86 

	Jan-07
	$153.20 
	$98,066.76 
	$491.10 

	Feb-07
	$153.97 
	$97,912.79 
	$490.33 

	Mar-07
	$154.74 
	$97,758.05 
	$489.56 

	Apr-07
	$155.51 
	$97,602.54 
	$488.79 

	May-07
	$156.29 
	$97,446.25 
	$488.01 

	Jun-07
	$157.07 
	$97,289.18 
	$487.23 

	Jul-07
	$157.86 
	$97,131.33 
	$486.45 

	Aug-07
	$158.64 
	$96,972.68 
	$485.66 

	Sep-07
	$159.44 
	$96,813.25 
	$484.86 

	Oct-07
	$160.24 
	$96,653.01 
	$484.07 

	Nov-07
	$161.04 
	$96,491.97 
	$483.27 

	Dec-07
	$161.84 
	$96,330.13 
	$482.46 

	Jan-08
	$162.65 
	$96,167.48 
	$481.65 

	Feb-08
	$163.46 
	$96,004.02 
	$480.84 

	Mar-08
	$164.28 
	$95,839.74 
	$480.02 

	Apr-08
	$165.10 
	$95,674.63 
	$479.20 

	May-08
	$165.93 
	$95,508.71 
	$478.37 

	Jun-08
	$166.76 
	$95,341.95 
	$477.54 

	Jul-08
	$167.59 
	$95,174.36 
	$476.71 

	Aug-08
	$168.43 
	$95,005.93 
	$475.87 

	Sep-08
	$169.27 
	$94,836.66 
	$475.03 

	Oct-08
	$170.12 
	$94,666.54 
	$474.18 

	Nov-08
	$170.97 
	$94,495.57 
	$473.33 

	Dec-08
	$171.82 
	$94,323.74 
	$472.48 

	Jan-09
	$172.68 
	$94,151.06 
	$471.62 

	Feb-09
	$173.55 
	$93,977.52 
	$470.76 

	Mar-09
	$174.41 
	$93,803.10 
	$469.89 

	Apr-09
	$175.29 
	$93,627.82 
	$469.02 

	May-09
	$176.16 
	$93,451.65 
	$468.14 

	Jun-09
	$177.04 
	$93,274.61 
	$467.26 

	Jul-09
	$177.93 
	$93,096.68 
	$466.37 

	Aug-09
	$178.82 
	$92,917.86 
	$465.48 

	Sep-09
	$179.71 
	$92,738.15 
	$464.59 

	Oct-09
	$180.61 
	$92,557.54 
	$463.69 

	Nov-09
	$181.51 
	$92,376.03 
	$462.79 

	Dec-09
	$182.42 
	$92,193.61 
	$461.88 

	Jan-10
	$183.33 
	$92,010.27 
	$460.97 

	Feb-10
	$184.25 
	$91,826.02 
	$460.05 

	Mar-10
	$185.17 
	$91,640.85 
	$459.13 

	Apr-10
	$186.10 
	$91,454.76 
	$458.20 

	May-10
	$187.03 
	$91,267.73 
	$457.27 

	Jun-10
	$187.96 
	$91,079.76 
	$456.34 

	Jul-10
	$188.90 
	$90,890.86 
	$455.40 

	Aug-10
	$189.85 
	$90,701.02 
	$454.45 

	Sep-10
	$190.80 
	$90,510.22 
	$453.51 

	Oct-10
	$191.75 
	$90,318.47 
	$452.55 

	Nov-10
	$192.71 
	$90,125.76 
	$451.59 

	Dec-10
	$193.67 
	$89,932.09 
	$450.63 

	Jan-11
	$194.64 
	$89,737.45 
	$449.66 

	Feb-11
	$195.61 
	$89,541.83 
	$448.69 

	Mar-11
	$196.59 
	$89,345.24 
	$447.71 

	Apr-11
	$197.58 
	$89,147.66 
	$446.73 

	May-11
	$198.56 
	$88,949.10 
	$445.74 

	Jun-11
	$199.56 
	$88,749.55 
	$444.75 

	Jul-11
	$200.55 
	$88,548.99 
	$443.75 

	Aug-11
	$201.56 
	$88,347.44 
	$442.74 

	Sep-11
	$202.56 
	$88,144.87 
	$441.74 

	Oct-11
	$203.58 
	$87,941.29 
	$440.72 

	Nov-11
	$204.59 
	$87,736.70 
	$439.71 

	Dec-11
	$205.62 
	$87,531.08 
	$438.68 

	Jan-12
	$206.65 
	$87,324.44 
	$437.66 

	Feb-12
	$207.68 
	$87,116.76 
	$436.62 

	Mar-12
	$208.72 
	$86,908.04 
	$435.58 

	Apr-12
	$209.76 
	$86,698.28 
	$434.54 

	May-12
	$210.81 
	$86,487.47 
	$433.49 

	Jun-12
	$211.86 
	$86,275.60 
	$432.44 

	Jul-12
	$212.92 
	$86,062.68 
	$431.38 

	Aug-12
	$213.99 
	$85,848.69 
	$430.31 

	Sep-12
	$215.06 
	$85,633.63 
	$429.24 

	Oct-12
	$216.13 
	$85,417.50 
	$428.17 

	Nov-12
	$217.21 
	$85,200.29 
	$427.09 

	Dec-12
	$218.30 
	$84,981.99 
	$426.00 

	Jan-13
	$219.39 
	$84,762.59 
	$424.91 

	Feb-13
	$220.49 
	$84,542.11 
	$423.81 

	Mar-13
	$221.59 
	$84,320.52 
	$422.71 

	Apr-13
	$222.70 
	$84,097.82 
	$421.60 

	May-13
	$223.81 
	$83,874.00 
	$420.49 

	Jun-13
	$224.93 
	$83,649.07 
	$419.37 

	Jul-13
	$226.06 
	$83,423.02 
	$418.25 

	Aug-13
	$227.19 
	$83,195.83 
	$417.12 

	Sep-13
	$228.32 
	$82,967.51 
	$415.98 

	Oct-13
	$229.46 
	$82,738.04 
	$414.84 

	Nov-13
	$230.61 
	$82,507.43 
	$413.69 

	Dec-13
	$231.76 
	$82,275.67 
	$412.54 

	Jan-14
	$232.92 
	$82,042.75 
	$411.38 

	Feb-14
	$234.09 
	$81,808.66 
	$410.21 

	Mar-14
	$235.26 
	$81,573.40 
	$409.04 

	Apr-14
	$236.43 
	$81,336.97 
	$407.87 

	May-14
	$237.62 
	$81,099.35 
	$406.68 

	Jun-14
	$238.80 
	$80,860.54 
	$405.50 

	Jul-14
	$240.00 
	$80,620.55 
	$404.30 

	Aug-14
	$241.20 
	$80,379.35 
	$403.10 

	Sep-14
	$242.40 
	$80,136.94 
	$401.90 

	Oct-14
	$243.62 
	$79,893.33 
	$400.68 

	Nov-14
	$244.83 
	$79,648.49 
	$399.47 

	Dec-14
	$246.06 
	$79,402.43 
	$398.24 

	Jan-15
	$247.29 
	$79,155.14 
	$397.01 

	Feb-15
	$248.53 
	$78,906.62 
	$395.78 

	Mar-15
	$249.77 
	$78,656.85 
	$394.53 

	Apr-15
	$251.02 
	$78,405.83 
	$393.28 

	May-15
	$252.27 
	$78,153.56 
	$392.03 

	Jun-15
	$253.53 
	$77,900.03 
	$390.77 

	Jul-15
	$254.80 
	$77,645.22 
	$389.50 

	Aug-15
	$256.08 
	$77,389.15 
	$388.23 

	Sep-15
	$257.36 
	$77,131.79 
	$386.95 

	Oct-15
	$258.64 
	$76,873.15 
	$385.66 

	Nov-15
	$259.94 
	$76,613.22 
	$384.37 

	Dec-15
	$261.24 
	$76,351.98 
	$383.07 

	Jan-16
	$262.54 
	$76,089.44 
	$381.76 

	Feb-16
	$263.85 
	$75,825.58 
	$380.45 

	Mar-16
	$265.17 
	$75,560.41 
	$379.13 

	Apr-16
	$266.50 
	$75,293.91 
	$377.80 

	May-16
	$267.83 
	$75,026.08 
	$376.47 

	Jun-16
	$269.17 
	$74,756.91 
	$375.13 

	Jul-16
	$270.52 
	$74,486.39 
	$373.78 

	Aug-16
	$271.87 
	$74,214.52 
	$372.43 

	Sep-16
	$273.23 
	$73,941.29 
	$371.07 

	Oct-16
	$274.59 
	$73,666.70 
	$369.71 

	Nov-16
	$275.97 
	$73,390.73 
	$368.33 

	Dec-16
	$277.35 
	$73,113.38 
	$366.95 

	Jan-17
	$278.73 
	$72,834.65 
	$365.57 

	Feb-17
	$280.13 
	$72,554.52 
	$364.17 

	Mar-17
	$281.53 
	$72,272.99 
	$362.77 

	Apr-17
	$282.94 
	$71,990.06 
	$361.36 

	May-17
	$284.35 
	$71,705.70 
	$359.95 

	Jun-17
	$285.77 
	$71,419.93 
	$358.53 

	Jul-17
	$287.20 
	$71,132.73 
	$357.10 

	Aug-17
	$288.64 
	$70,844.09 
	$355.66 

	Sep-17
	$290.08 
	$70,554.01 
	$354.22 

	Oct-17
	$291.53 
	$70,262.48 
	$352.77 

	Nov-17
	$292.99 
	$69,969.49 
	$351.31 

	Dec-17
	$294.45 
	$69,675.04 
	$349.85 

	Jan-18
	$295.93 
	$69,379.11 
	$348.38 

	Feb-18
	$297.41 
	$69,081.70 
	$346.90 

	Mar-18
	$298.89 
	$68,782.81 
	$345.41 

	Apr-18
	$300.39 
	$68,482.42 
	$343.91 

	May-18
	$301.89 
	$68,180.54 
	$342.41 

	Jun-18
	$303.40 
	$67,877.14 
	$340.90 

	Jul-18
	$304.92 
	$67,572.22 
	$339.39 

	Aug-18
	$306.44 
	$67,265.78 
	$337.86 

	Sep-18
	$307.97 
	$66,957.81 
	$336.33 

	Oct-18
	$309.51 
	$66,648.30 
	$334.79 

	Nov-18
	$311.06 
	$66,337.24 
	$333.24 

	Dec-18
	$312.62 
	$66,024.62 
	$331.69 

	Jan-19
	$314.18 
	$65,710.44 
	$330.12 

	Feb-19
	$315.75 
	$65,394.69 
	$328.55 

	Mar-19
	$317.33 
	$65,077.37 
	$326.97 

	Apr-19
	$318.91 
	$64,758.45 
	$325.39 

	May-19
	$320.51 
	$64,437.94 
	$323.79 

	Jun-19
	$322.11 
	$64,115.83 
	$322.19 

	Jul-19
	$323.72 
	$63,792.11 
	$320.58 

	Aug-19
	$325.34 
	$63,466.77 
	$318.96 

	Sep-19
	$326.97 
	$63,139.80 
	$317.33 

	Oct-19
	$328.60 
	$62,811.20 
	$315.70 

	Nov-19
	$330.25 
	$62,480.95 
	$314.06 

	Dec-19
	$331.90 
	$62,149.05 
	$312.40 

	Jan-20
	$333.56 
	$61,815.50 
	$310.75 

	Feb-20
	$335.22 
	$61,480.27 
	$309.08 

	Mar-20
	$336.90 
	$61,143.37 
	$307.40 

	Apr-20
	$338.58 
	$60,804.79 
	$305.72 

	May-20
	$340.28 
	$60,464.51 
	$304.02 

	Jun-20
	$341.98 
	$60,122.53 
	$302.32 

	Jul-20
	$343.69 
	$59,778.85 
	$300.61 

	Aug-20
	$345.41 
	$59,433.44 
	$298.89 

	Sep-20
	$347.13 
	$59,086.30 
	$297.17 

	Oct-20
	$348.87 
	$58,737.43 
	$295.43 

	Nov-20
	$350.61 
	$58,386.82 
	$293.69 

	Dec-20
	$352.37 
	$58,034.45 
	$291.93 

	Jan-21
	$354.13 
	$57,680.32 
	$290.17 

	Feb-21
	$355.90 
	$57,324.42 
	$288.40 

	Mar-21
	$357.68 
	$56,966.74 
	$286.62 

	Apr-21
	$359.47 
	$56,607.28 
	$284.83 

	May-21
	$361.27 
	$56,246.01 
	$283.04 

	Jun-21
	$363.07 
	$55,882.94 
	$281.23 

	Jul-21
	$364.89 
	$55,518.05 
	$279.41 

	Aug-21
	$366.71 
	$55,151.34 
	$277.59 

	Sep-21
	$368.54 
	$54,782.80 
	$275.76 

	Oct-21
	$370.39 
	$54,412.41 
	$273.91 

	Nov-21
	$372.24 
	$54,040.17 
	$272.06 

	Dec-21
	$374.10 
	$53,666.07 
	$270.20 

	Jan-22
	$375.97 
	$53,290.10 
	$268.33 

	Feb-22
	$377.85 
	$52,912.25 
	$266.45 

	Mar-22
	$379.74 
	$52,532.51 
	$264.56 

	Apr-22
	$381.64 
	$52,150.87 
	$262.66 

	May-22
	$383.55 
	$51,767.32 
	$260.75 

	Jun-22
	$385.46 
	$51,381.86 
	$258.84 

	Jul-22
	$387.39 
	$50,994.47 
	$256.91 

	Aug-22
	$389.33 
	$50,605.14 
	$254.97 

	Sep-22
	$391.28 
	$50,213.86 
	$253.03 

	Oct-22
	$393.23 
	$49,820.63 
	$251.07 

	Nov-22
	$395.20 
	$49,425.43 
	$249.10 

	Dec-22
	$397.17 
	$49,028.26 
	$247.13 

	Jan-23
	$399.16 
	$48,629.10 
	$245.14 

	Feb-23
	$401.16 
	$48,227.94 
	$243.15 

	Mar-23
	$403.16 
	$47,824.78 
	$241.14 

	Apr-23
	$405.18 
	$47,419.60 
	$239.12 

	May-23
	$407.20 
	$47,012.40 
	$237.10 

	Jun-23
	$409.24 
	$46,603.16 
	$235.06 

	Jul-23
	$411.29 
	$46,191.87 
	$233.02 

	Aug-23
	$413.34 
	$45,778.53 
	$230.96 

	Sep-23
	$415.41 
	$45,363.12 
	$228.89 

	Oct-23
	$417.49 
	$44,945.64 
	$226.82 

	Nov-23
	$419.57 
	$44,526.06 
	$224.73 

	Dec-23
	$421.67 
	$44,104.39 
	$222.63 

	Jan-24
	$423.78 
	$43,680.61 
	$220.52 

	Feb-24
	$425.90 
	$43,254.71 
	$218.40 

	Mar-24
	$428.03 
	$42,826.69 
	$216.27 

	Apr-24
	$430.17 
	$42,396.52 
	$214.13 

	May-24
	$432.32 
	$41,964.20 
	$211.98 

	Jun-24
	$434.48 
	$41,529.72 
	$209.82 

	Jul-24
	$436.65 
	$41,093.07 
	$207.65 

	Aug-24
	$438.84 
	$40,654.23 
	$205.47 

	Sep-24
	$441.03 
	$40,213.20 
	$203.27 

	Oct-24
	$443.24 
	$39,769.96 
	$201.07 

	Nov-24
	$445.45 
	$39,324.51 
	$198.85 

	Dec-24
	$447.68 
	$38,876.83 
	$196.62 

	Jan-25
	$449.92 
	$38,426.92 
	$194.38 

	Feb-25
	$452.17 
	$37,974.75 
	$192.13 

	Mar-25
	$454.43 
	$37,520.32 
	$189.87 

	Apr-25
	$456.70 
	$37,063.62 
	$187.60 

	May-25
	$458.98 
	$36,604.64 
	$185.32 

	Jun-25
	$461.28 
	$36,143.36 
	$183.02 

	Jul-25
	$463.58 
	$35,679.78 
	$180.72 

	Aug-25
	$465.90 
	$35,213.87 
	$178.40 

	Sep-25
	$468.23 
	$34,745.64 
	$176.07 

	Oct-25
	$470.57 
	$34,275.07 
	$173.73 

	Nov-25
	$472.93 
	$33,802.14 
	$171.38 

	Dec-25
	$475.29 
	$33,326.85 
	$169.01 

	Jan-26
	$477.67 
	$32,849.18 
	$166.63 

	Feb-26
	$480.06 
	$32,369.13 
	$164.25 

	Mar-26
	$482.46 
	$31,886.67 
	$161.85 

	Apr-26
	$484.87 
	$31,401.80 
	$159.43 

	May-26
	$487.29 
	$30,914.51 
	$157.01 

	Jun-26
	$489.73 
	$30,424.78 
	$154.57 

	Jul-26
	$492.18 
	$29,932.61 
	$152.12 

	Aug-26
	$494.64 
	$29,437.97 
	$149.66 

	Sep-26
	$497.11 
	$28,940.86 
	$147.19 

	Oct-26
	$499.60 
	$28,441.26 
	$144.70 

	Nov-26
	$502.10 
	$27,939.16 
	$142.21 

	Dec-26
	$504.61 
	$27,434.56 
	$139.70 

	Jan-27
	$507.13 
	$26,927.43 
	$137.17 

	Feb-27
	$509.66 
	$26,417.77 
	$134.64 

	Mar-27
	$512.21 
	$25,905.55 
	$132.09 

	Apr-27
	$514.77 
	$25,390.78 
	$129.53 

	May-27
	$517.35 
	$24,873.43 
	$126.95 

	Jun-27
	$519.93 
	$24,353.50 
	$124.37 

	Jul-27
	$522.53 
	$23,830.96 
	$121.77 

	Aug-27
	$525.15 
	$23,305.82 
	$119.15 

	Sep-27
	$527.77 
	$22,778.04 
	$116.53 

	Oct-27
	$530.41 
	$22,247.63 
	$113.89 

	Nov-27
	$533.06 
	$21,714.57 
	$111.24 

	Dec-27
	$535.73 
	$21,178.84 
	$108.57 

	Jan-28
	$538.41 
	$20,640.43 
	$105.89 

	Feb-28
	$541.10 
	$20,099.34 
	$103.20 

	Mar-28
	$543.80 
	$19,555.53 
	$100.50 

	Apr-28
	$546.52 
	$19,009.01 
	$97.78 

	May-28
	$549.26 
	$18,459.75 
	$95.05 

	Jun-28
	$552.00 
	$17,907.75 
	$92.30 

	Jul-28
	$554.76 
	$17,352.99 
	$89.54 

	Aug-28
	$557.54 
	$16,795.45 
	$86.76 

	Sep-28
	$560.32 
	$16,235.12 
	$83.98 

	Oct-28
	$563.13 
	$15,672.00 
	$81.18 

	Nov-28
	$565.94 
	$15,106.06 
	$78.36 

	Dec-28
	$568.77 
	$14,537.29 
	$75.53 

	Jan-29
	$571.61 
	$13,965.67 
	$72.69 

	Feb-29
	$574.47 
	$13,391.20 
	$69.83 

	Mar-29
	$577.35 
	$12,813.85 
	$66.96 

	Apr-29
	$580.23 
	$12,233.62 
	$64.07 

	May-29
	$583.13 
	$11,650.49 
	$61.17 

	Jun-29
	$586.05 
	$11,064.44 
	$58.25 

	Jul-29
	$588.98 
	$10,475.46 
	$55.32 

	Aug-29
	$591.92 
	$9,883.54 
	$52.38 

	Sep-29
	$594.88 
	$9,288.65 
	$49.42 

	Oct-29
	$597.86 
	$8,690.79 
	$46.44 

	Nov-29
	$600.85 
	$8,089.95 
	$43.45 

	Dec-29
	$603.85 
	$7,486.09 
	$40.45 

	Jan-30
	$606.87 
	$6,879.22 
	$37.43 

	Feb-30
	$609.91 
	$6,269.32 
	$34.40 

	Mar-30
	$612.95 
	$5,656.36 
	$31.35 

	Apr-30
	$616.02 
	$5,040.34 
	$28.28 

	May-30
	$619.10 
	$4,421.24 
	$25.20 

	Jun-30
	$622.20 
	$3,799.05 
	$22.11 

	Jul-30
	$625.31 
	$3,173.74 
	$19.00 

	Aug-30
	$628.43 
	$2,545.31 
	$15.87 

	Sep-30
	$631.57 
	$1,913.74 
	$12.73 

	Oct-30
	$634.73 
	$1,279.00 
	$9.57 

	Nov-30
	$637.91 
	$641.10 
	$6.40 

	Dec-30
	$641.10 
	($0.00)
	$3.21 

	
	($92,646.12)
	
	$93,290.42 


For a Loan amount of $ 100, 000 assumption (b):

	
	

	Principal Borrowed
	
	$100,000.00 
	

	Interest Rate P.a
	
	6.00%
	

	Number of Years
	
	25
	

	No of repayments in a year
	
	12
	

	Monthly Repayment as per current system
	$644.30 
	

	
	
	
	

	Total repayment 
	
	$145,612.12 
	

	Total Interest payment 
	
	$45,612.12 
	

	 Number of payments taken to repay fully 
	278
	

	 Savings in Interest 
	
	$47,678.30 
	

	
	
	
	

	 Correct Method 
	 (Assuming principal paid first) 
	

	
	
	
	

	
	Actual Repayment
	 Balance Owing 
	 Interest owing 

	Jan-06
	$644.30 
	$99,355.70 
	                  500.00 

	Feb-06
	$644.30 
	                                       98,711.40 
	                  496.78 

	Mar-06
	$644.30 
	                                       98,067.10 
	                  493.56 

	Apr-06
	$644.30 
	                                       97,422.79 
	                  490.34 

	May-06
	$644.30 
	                                       96,778.49 
	                  487.11 

	Jun-06
	$644.30 
	                                       96,134.19 
	                  483.89 

	Jul-06
	$644.30 
	                                       95,489.89 
	                  480.67 

	Aug-06
	$644.30 
	                                       94,845.59 
	                  477.45 

	Sep-06
	$644.30 
	                                       94,201.29 
	                  474.23 

	Oct-06
	$644.30 
	                                       93,556.99 
	                  471.01 

	Nov-06
	$644.30 
	                                       92,912.68 
	                  467.78 

	Dec-06
	$644.30 
	                                       92,268.38 
	                  464.56 

	Jan-07
	$644.30 
	                                       91,624.08 
	                  461.34 

	Feb-07
	$644.30 
	                                       90,979.78 
	                  458.12 

	Mar-07
	$644.30 
	                                       90,335.48 
	                  454.90 

	Apr-07
	$644.30 
	                                       89,691.18 
	                  451.68 

	May-07
	$644.30 
	                                       89,046.88 
	                  448.46 

	Jun-07
	$644.30 
	                                       88,402.57 
	                  445.23 

	Jul-07
	$644.30 
	                                       87,758.27 
	                  442.01 

	Aug-07
	$644.30 
	                                       87,113.97 
	                  438.79 

	Sep-07
	$644.30 
	                                       86,469.67 
	                  435.57 

	Oct-07
	$644.30 
	                                       85,825.37 
	                  432.35 

	Nov-07
	$644.30 
	                                       85,181.07 
	                  429.13 

	Dec-07
	$644.30 
	                                       84,536.77 
	                  425.91 

	Jan-08
	$644.30 
	                                       83,892.46 
	                  422.68 

	Feb-08
	$644.30 
	                                       83,248.16 
	                  419.46 

	Mar-08
	$644.30 
	                                       82,603.86 
	                  416.24 

	Apr-08
	$644.30 
	                                       81,959.56 
	                  413.02 

	May-08
	$644.30 
	                                       81,315.26 
	                  409.80 

	Jun-08
	$644.30 
	                                       80,670.96 
	                  406.58 

	Jul-08
	$644.30 
	                                       80,026.66 
	                  403.35 

	Aug-08
	$644.30 
	                                       79,382.36 
	                  400.13 

	Sep-08
	$644.30 
	                                       78,738.05 
	                  396.91 

	Oct-08
	$644.30 
	                                       78,093.75 
	                  393.69 

	Nov-08
	$644.30 
	                                       77,449.45 
	                  390.47 

	Dec-08
	$644.30 
	                                       76,805.15 
	                  387.25 

	Jan-09
	$644.30 
	                                       76,160.85 
	                  384.03 

	Feb-09
	$644.30 
	                                       75,516.55 
	                  380.80 

	Mar-09
	$644.30 
	                                       74,872.25 
	                  377.58 

	Apr-09
	$644.30 
	                                       74,227.94 
	                  374.36 

	May-09
	$644.30 
	                                       73,583.64 
	                  371.14 

	Jun-09
	$644.30 
	                                       72,939.34 
	                  367.92 

	Jul-09
	$644.30 
	                                       72,295.04 
	                  364.70 

	Aug-09
	$644.30 
	                                       71,650.74 
	                  361.48 

	Sep-09
	$644.30 
	                                       71,006.44 
	                  358.25 

	Oct-09
	$644.30 
	                                       70,362.14 
	                  355.03 

	Nov-09
	$644.30 
	                                       69,717.83 
	                  351.81 

	Dec-09
	$644.30 
	                                       69,073.53 
	                  348.59 

	Jan-10
	$644.30 
	                                       68,429.23 
	                  345.37 

	Feb-10
	$644.30 
	                                       67,784.93 
	                  342.15 

	Mar-10
	$644.30 
	                                       67,140.63 
	                  338.92 

	Apr-10
	$644.30 
	                                       66,496.33 
	                  335.70 

	May-10
	$644.30 
	                                       65,852.03 
	                  332.48 

	Jun-10
	$644.30 
	                                       65,207.72 
	                  329.26 

	Jul-10
	$644.30 
	                                       64,563.42 
	                  326.04 

	Aug-10
	$644.30 
	                                       63,919.12 
	                  322.82 

	Sep-10
	$644.30 
	                                       63,274.82 
	                  319.60 

	Oct-10
	$644.30 
	                                       62,630.52 
	                  316.37 

	Nov-10
	$644.30 
	                                       61,986.22 
	                  313.15 

	Dec-10
	$644.30 
	                                       61,341.92 
	                  309.93 

	Jan-11
	$644.30 
	                                       60,697.61 
	                  306.71 

	Feb-11
	$644.30 
	                                       60,053.31 
	                  303.49 

	Mar-11
	$644.30 
	                                       59,409.01 
	                  300.27 

	Apr-11
	$644.30 
	                                       58,764.71 
	                  297.05 

	May-11
	$644.30 
	                                       58,120.41 
	                  293.82 

	Jun-11
	$644.30 
	                                       57,476.11 
	                  290.60 

	Jul-11
	$644.30 
	                                       56,831.81 
	                  287.38 

	Aug-11
	$644.30 
	                                       56,187.50 
	                  284.16 

	Sep-11
	$644.30 
	                                       55,543.20 
	                  280.94 

	Oct-11
	$644.30 
	                                       54,898.90 
	                  277.72 

	Nov-11
	$644.30 
	                                       54,254.60 
	                  274.49 

	Dec-11
	$644.30 
	                                       53,610.30 
	                  271.27 

	Jan-12
	$644.30 
	                                       52,966.00 
	                  268.05 

	Feb-12
	$644.30 
	                                       52,321.70 
	                  264.83 

	Mar-12
	$644.30 
	                                       51,677.39 
	                  261.61 

	Apr-12
	$644.30 
	                                       51,033.09 
	                  258.39 

	May-12
	$644.30 
	                                       50,388.79 
	                  255.17 

	Jun-12
	$644.30 
	                                       49,744.49 
	                  251.94 

	Jul-12
	$644.30 
	                                       49,100.19 
	                  248.72 

	Aug-12
	$644.30 
	                                       48,455.89 
	                  245.50 

	Sep-12
	$644.30 
	                                       47,811.59 
	                  242.28 

	Oct-12
	$644.30 
	                                       47,167.29 
	                  239.06 

	Nov-12
	$644.30 
	                                       46,522.98 
	                  235.84 

	Dec-12
	$644.30 
	                                       45,878.68 
	                  232.61 

	Jan-13
	$644.30 
	                                       45,234.38 
	                  229.39 

	Feb-13
	$644.30 
	                                       44,590.08 
	                  226.17 

	Mar-13
	$644.30 
	                                       43,945.78 
	                  222.95 

	Apr-13
	$644.30 
	                                       43,301.48 
	                  219.73 

	May-13
	$644.30 
	                                       42,657.18 
	                  216.51 

	Jun-13
	$644.30 
	                                       42,012.87 
	                  213.29 

	Jul-13
	$644.30 
	                                       41,368.57 
	                  210.06 

	Aug-13
	$644.30 
	                                       40,724.27 
	                  206.84 

	Sep-13
	$644.30 
	                                       40,079.97 
	                  203.62 

	Oct-13
	$644.30 
	                                       39,435.67 
	                  200.40 

	Nov-13
	$644.30 
	                                       38,791.37 
	                  197.18 

	Dec-13
	$644.30 
	                                       38,147.07 
	                  193.96 

	Jan-14
	$644.30 
	                                       37,502.76 
	                  190.74 

	Feb-14
	$644.30 
	                                       36,858.46 
	                  187.51 

	Mar-14
	$644.30 
	                                       36,214.16 
	                  184.29 

	Apr-14
	$644.30 
	                                       35,569.86 
	                  181.07 

	May-14
	$644.30 
	                                       34,925.56 
	                  177.85 

	Jun-14
	$644.30 
	                                       34,281.26 
	                  174.63 

	Jul-14
	$644.30 
	                                       33,636.96 
	                  171.41 

	Aug-14
	$644.30 
	                                       32,992.65 
	                  168.18 

	Sep-14
	$644.30 
	                                       32,348.35 
	                  164.96 

	Oct-14
	$644.30 
	                                       31,704.05 
	                  161.74 

	Nov-14
	$644.30 
	                                       31,059.75 
	                  158.52 

	Dec-14
	$644.30 
	                                       30,415.45 
	                  155.30 

	Jan-15
	$644.30 
	                                       29,771.15 
	                  152.08 

	Feb-15
	$644.30 
	                                       29,126.85 
	                  148.86 

	Mar-15
	$644.30 
	                                       28,482.54 
	                  145.63 

	Apr-15
	$644.30 
	                                       27,838.24 
	                  142.41 

	May-15
	$644.30 
	                                       27,193.94 
	                  139.19 

	Jun-15
	$644.30 
	                                       26,549.64 
	                  135.97 

	Jul-15
	$644.30 
	                                       25,905.34 
	                  132.75 

	Aug-15
	$644.30 
	                                       25,261.04 
	                  129.53 

	Sep-15
	$644.30 
	                                       24,616.74 
	                  126.31 

	Oct-15
	$644.30 
	                                       23,972.43 
	                  123.08 

	Nov-15
	$644.30 
	                                       23,328.13 
	                  119.86 

	Dec-15
	$644.30 
	                                       22,683.83 
	                  116.64 

	Jan-16
	$644.30 
	                                       22,039.53 
	                  113.42 

	Feb-16
	$644.30 
	                                       21,395.23 
	                  110.20 

	Mar-16
	$644.30 
	                                       20,750.93 
	                  106.98 

	Apr-16
	$644.30 
	                                       20,106.63 
	                  103.75 

	May-16
	$644.30 
	                                       19,462.32 
	                  100.53 

	Jun-16
	$644.30 
	                                       18,818.02 
	                    97.31 

	Jul-16
	$644.30 
	                                       18,173.72 
	                    94.09 

	Aug-16
	$644.30 
	                                       17,529.42 
	                    90.87 

	Sep-16
	$644.30 
	                                       16,885.12 
	                    87.65 

	Oct-16
	$644.30 
	                                       16,240.82 
	                    84.43 

	Nov-16
	$644.30 
	                                       15,596.52 
	                    81.20 

	Dec-16
	$644.30 
	                                       14,952.22 
	                    77.98 

	Jan-17
	$644.30 
	                                       14,307.91 
	                    74.76 

	Feb-17
	$644.30 
	                                       13,663.61 
	                    71.54 

	Mar-17
	$644.30 
	                                       13,019.31 
	                    68.32 

	Apr-17
	$644.30 
	                                       12,375.01 
	                    65.10 

	May-17
	$644.30 
	                                       11,730.71 
	                    61.88 

	Jun-17
	$644.30 
	                                       11,086.41 
	                    58.65 

	Jul-17
	$644.30 
	                                       10,442.11 
	                    55.43 

	Aug-17
	$644.30 
	                                         9,797.80 
	                    52.21 

	Sep-17
	$644.30 
	                                         9,153.50 
	                    48.99 

	Oct-17
	$644.30 
	                                         8,509.20 
	                    45.77 

	Nov-17
	$644.30 
	                                         7,864.90 
	                    42.55 

	Dec-17
	$644.30 
	                                         7,220.60 
	                    39.32 

	Jan-18
	$644.30 
	                                         6,576.30 
	                    36.10 

	Feb-18
	$644.30 
	                                         5,932.00 
	                    32.88 

	Mar-18
	$644.30 
	                                         5,287.69 
	                    29.66 

	Apr-18
	$644.30 
	                                         4,643.39 
	                    26.44 

	May-18
	$644.30 
	                                         3,999.09 
	                    23.22 

	Jun-18
	$644.30 
	                                         3,354.79 
	                    20.00 

	Jul-18
	$644.30 
	                                         2,710.49 
	                    16.77 

	Aug-18
	$644.30 
	                                         2,066.19 
	                    13.55 

	Sep-18
	$644.30 
	                                         1,421.89 
	                    10.33 

	Oct-18
	$644.30 
	                                            777.58 
	                     7.11 

	Nov-18
	$644.30 
	                                            133.28 
	                     3.89 

	
	Consolidated Interest into principal
	             39,051.31 

	Dec-18
	$644.30 
	                                       38,540.30 
	                  192.70 

	Jan-19
	$644.30 
	                                       37,895.99 
	                  189.48 

	Feb-19
	$644.30 
	                                       37,251.69 
	                  186.26 

	Mar-19
	$644.30 
	                                       36,607.39 
	                  183.04 

	Apr-19
	$644.30 
	                                       35,963.09 
	                  179.82 

	May-19
	$644.30 
	                                       35,318.79 
	                  176.59 

	Jun-19
	$644.30 
	                                       34,674.49 
	                  173.37 

	Jul-19
	$644.30 
	                                       34,030.19 
	                  170.15 

	Aug-19
	$644.30 
	                                       33,385.88 
	                  166.93 

	Sep-19
	$644.30 
	                                       32,741.58 
	                  163.71 

	Oct-19
	$644.30 
	                                       32,097.28 
	                  160.49 

	Nov-19
	$644.30 
	                                       31,452.98 
	                  157.26 

	Dec-19
	$644.30 
	                                       30,808.68 
	                  154.04 

	Jan-20
	$644.30 
	                                       30,164.38 
	                  150.82 

	Feb-20
	$644.30 
	                                       29,520.08 
	                  147.60 

	Mar-20
	$644.30 
	                                       28,875.77 
	                  144.38 

	Apr-20
	$644.30 
	                                       28,231.47 
	                  141.16 

	May-20
	$644.30 
	                                       27,587.17 
	                  137.94 

	Jun-20
	$644.30 
	                                       26,942.87 
	                  134.71 

	Jul-20
	$644.30 
	                                       26,298.57 
	                  131.49 

	Aug-20
	$644.30 
	                                       25,654.27 
	                  128.27 

	Sep-20
	$644.30 
	                                       25,009.97 
	                  125.05 

	Oct-20
	$644.30 
	                                       24,365.66 
	                  121.83 

	Nov-20
	$644.30 
	                                       23,721.36 
	                  118.61 

	Dec-20
	$644.30 
	                                       23,077.06 
	                  115.39 

	Jan-21
	$644.30 
	                                       22,432.76 
	                  112.16 

	Feb-21
	$644.30 
	                                       21,788.46 
	                  108.94 

	Mar-21
	$644.30 
	                                       21,144.16 
	                  105.72 

	Apr-21
	$644.30 
	                                       20,499.86 
	                  102.50 

	May-21
	$644.30 
	                                       19,855.55 
	                    99.28 

	Jun-21
	$644.30 
	                                       19,211.25 
	                    96.06 

	Jul-21
	$644.30 
	                                       18,566.95 
	                    92.83 

	Aug-21
	$644.30 
	                                       17,922.65 
	                    89.61 

	Sep-21
	$644.30 
	                                       17,278.35 
	                    86.39 

	Oct-21
	$644.30 
	                                       16,634.05 
	                    83.17 

	Nov-21
	$644.30 
	                                       15,989.75 
	                    79.95 

	Dec-21
	$644.30 
	                                       15,345.44 
	                    76.73 

	Jan-22
	$644.30 
	                                       14,701.14 
	                    73.51 

	Feb-22
	$644.30 
	                                       14,056.84 
	                    70.28 

	Mar-22
	$644.30 
	                                       13,412.54 
	                    67.06 

	Apr-22
	$644.30 
	                                       12,768.24 
	                    63.84 

	May-22
	$644.30 
	                                       12,123.94 
	                    60.62 

	Jun-22
	$644.30 
	                                       11,479.64 
	                    57.40 

	Jul-22
	$644.30 
	                                       10,835.33 
	                    54.18 

	Aug-22
	$644.30 
	                                       10,191.03 
	                    50.96 

	Sep-22
	$644.30 
	                                         9,546.73 
	                    47.73 

	Oct-22
	$644.30 
	                                         8,902.43 
	                    44.51 

	Nov-22
	$644.30 
	                                         8,258.13 
	                    41.29 

	Dec-22
	$644.30 
	                                         7,613.83 
	                    38.07 

	Jan-23
	$644.30 
	                                         6,969.53 
	                    34.85 

	Feb-23
	$644.30 
	                                         6,325.23 
	                    31.63 

	Mar-23
	$644.30 
	                                         5,680.92 
	                    28.40 

	Apr-23
	$644.30 
	                                         5,036.62 
	                    25.18 

	May-23
	$644.30 
	                                         4,392.32 
	                    21.96 

	Jun-23
	$644.30 
	                                         3,748.02 
	                    18.74 

	Jul-23
	$644.30 
	                                         3,103.72 
	                    15.52 

	Aug-23
	$644.30 
	                                         2,459.42 
	                    12.30 

	Sep-23
	$644.30 
	                                         1,815.12 
	                     9.08 

	Oct-23
	$644.30 
	                                         1,170.81 
	                     5.85 

	Nov-23
	$644.30 
	                                            526.51 
	                     2.63 

	Dec-23
	
	Consolidated into principal
	               5,860.02 

	Jan-24
	$644.30 
	                                         6,386.53 
	                    31.93 

	Feb-24
	$644.30 
	                                         5,742.23 
	                    28.71 

	Mar-24
	$644.30 
	                                         5,097.93 
	                    25.49 

	Apr-24
	$644.30 
	                                         4,453.63 
	                    22.27 

	May-24
	$644.30 
	                                         3,809.33 
	                    19.05 

	Jun-24
	$644.30 
	                                         3,165.03 
	                    15.83 

	Jul-24
	$644.30 
	                                         2,520.73 
	                    12.60 

	Aug-24
	$644.30 
	                                         1,876.42 
	                     9.38 

	Sep-24
	$644.30 
	                                         1,232.12 
	                     6.16 

	Oct-24
	$644.30 
	                                            587.82 
	                     2.94 

	Nov-24
	$644.30 
	                                            (56.48)
	

	Dec-24
	
	
	                  174.36 


Substituting the Loan borrowing with $ 100,000 with $ 200,000 or $ 300,000 or substituting the currency of different countries, we can prove that approximately about 40% of the loan money is paid by the borrower as interest on interest or compounding interest. That is, on a $ 100,000 loan,  you pay interest $ 93, 290.42 under current system and repay over 300 repayments, whereas by applying your repayments correctly as suggested here, you pay interest of $ 45,612.12 and repay in 278 instalments.(i.e you are paying additional $ 47, 678.30 just for the Lenders ‘swapping’ the order of applying your own repayments!)

4. Analysis and Interpretation:

Comparison of Motives: (at the time of borrowing (1) and about repayment (2):
Personal Loan/ Home loan Borrower

Business borrower

1. Motive:
To provide for necessities and comforts
To earn profit

 2. Motive 
To pay off the principal borrowed first



To pay only the interest on borrowing due to either (a) the rate of profit earned is much more than rate of interest paid and/or (b) Risk hedging by financing with borrowing, as in case of failure, they can go bankrupt and /or (c) tax deductibility of interest paid.

One can apply the ‘Australian Accounting Standards’ that is applicable for ‘Lease’ related presentation and disclosure in a business balance sheet and the logical explanation given there as to why the ‘total repayment owing’ and ‘Unexpired interest charges’ (the interest that would become due on interest and principal owed) to be shown as ‘current liability’ and ‘non current liability’ while the standard makes compulsory either (a) as an entry in the balance sheet or (b) as a disclosure to the financial reports of the entity.

When we apply the logic in the above standards, we realize that Lease is ‘recognised’ differently in balance sheet as against the Loan or overdraft that appears in the balance sheet. When a ‘Loan’ appears in balance sheet, the ‘unexpired interest charges’ doesn’t appear in the balance sheet. Simply because a loan is a term loan and there is no ‘commitment’ to pay such amount of interest. Alternatively, the interest will change if the loan is repaid early.

What should the lenders do, if one has taken the loan initially for say 25 years, repaid the monthly repayment for 5 years and won a lottery or inherited some money and wants to pay off the loan fully at the end of 5 years. Is it not right the Lender re-work the calculation of interest, based on the duration to which the borrower effectively used the borrowed sum? Well, to some extent, this is not an issue at all for this paper, as the method of presentation of loan statement automatically eliminates this problem as much as it is not a problem in the current situation.

What about the people that refinanced their loans or fully repaid their loans? This paper is still relevant for such group, as they are definitely affected by the issue raised in this paper unless their loan statement provided by the lenders strictly showed only the ‘type’ of entries suggested in the ‘recommendation’ part of this paper.

What if any of the borrowers has not got the copies of statements? Well, the lender is required by law to keep the details in ‘archives’ or ‘micro fish’, so they can trace.

Custom and Practice:

The accepted custom and practices of charging interest on overdue payments at a penalty interest rate, normally inserted as a term of agreement in business contracts, do appear even in these ‘term loan’ agreements by the financial institutions. 

Interest on credit card charges are normally added to the balance owing by the credit card provider and interest on that total owing will be charged as interest for the following period. This gives the ‘compounding effect’ for the interest due and payable in the first period of the credit card (usually a maximum of 55 days of interest free period allowed by the provider).  This is acceptable and justifiable because, and only because, both the ‘card issuer’ and ‘card holder’ enter into a ‘short term’ arrangement in terms of number of days and the amount of credit allowed is determined by the cardholder’s ability to pay within such period (55 days or less).

Interest on Overdraft is added to the overdraft balance remaining at the beginning of each interest calculation period. This gives the same compounding effect explained the preceding paragraph for the same reasons that are in that paragraph.

My point of difference to the ‘term loan’ is that both borrower and lender are more than sure that the amount lent is NOT repayable in the short period of time. Hence the interest calculated for each month SHOULD NOT be ADDED to the loan amount owing, but should be maintained separately as a ‘memorandum record’ until all the principal is paid. Once the principal is fully paid, if the ‘accumulated interest’ is not paid fully within a reasonable time, say 3 months (calculation shown above, does not reflect this grace period of 3 months suggested here), then the ‘accumulated interest’ can be consolidated and interest charged on that consolidated sum, deeming the accumulated interest as principal. So applying the custom and practice situation to the above ‘fraudulent’ or ‘unsound’ principle in charging interest on these term loans over the past 20 or more years by financial institutions all over the world has resulted in a ‘harsh’ ‘cruel’ ‘uncalled for’ punishment on the average income earners throughout the world. In many cases it had resulted in the inability of the borrower to repay and subsequent repossession by the lender and auctioning the same to settle their ‘inappropriately’ determined dues.

5. Conclusion:

From the above discussion it is clear that definitely that (a) PMT function in the spreadsheet does not have the universal application as used by the lenders and (b) all lenders throughout the world were wrong in the way they presented the loan statements and applied the repayments towards (i) interest as priority over (ii) repayment of principal. Just one little swap over of the method of operation of the lenders (that can not be understood by a ‘lay individual’ even after reading this paper) resulted in all borrowers (whether repaid fully or not or refinanced or not) having paid at least 40% of the loan amount, in error, more than that is justifiably due.

Leave alone, the amount of mental torture and family breakdowns and other personal, physical mental torture that this middle class families throughout the world (whose only ambition and achievement in life is to own a home), has suffered, the actual money overpaid by these individuals, certainly needs to be repaid.

Unless, there is some other ‘unprofessional’ reasons, there is no requirement for the reader to realize that a grave blunder has taken place in the world many years back, so the right individual and institutions should immediately try to rework and pay back (if not compensate further and apologise) all individuals concerned.

7. Recommendation:

Recommended course of action:

The government of each country could immediately proceed to resolve this ‘injustice’ to the community by enacting the legislation that would appropriately set right and pay back the amounts due to individuals within a reasonable time. This amount should not attract income tax in those countries, as this is NOT an income for the individuals, as they would only get back the money overpaid in error.

Each individual that reads this material should, discuss this with friends and relatives and their own professional advisors as to what course of action they should take.

Suggested generic action:

Your first right is to lodge a written complaint with the lender, advising that when you signed the agreement you intended and honestly believed that your repayments would be applied towards the 4 items stated in the introduction of this paper, in the same order as found in the introduction. Since you realize now that the swap of the order has caused undue hardship on you, you demand that they re-calculate and refund your excess payment

If there is no satisfactory response, you may take it to (Australian Competition and Credit Commission (ACCC) or its equivalent body in your own country, contacting them in writing with details in this paper) and/ or Human rights commission complaining that the Lender applied a ‘communist principle’ in the application of your repayment that makes no justifiable sense.

If the answer is not satisfactory, you may apply to the Administrative Tribunal or the Court that has the jurisdiction to hear this case (based on the amount of claim). Please note, I have not suggested any claim for ‘damages’. I honestly believe you have a right to get repaid, if a lender charged you any interest in error. If it is deliberate by the Lender, it definitely means that there will be resistance from the Lender and that may amount to ‘fraud’ on the lenders part that would warrant a penalty payable to the government in addition to repaying your dues.

Your time in reading this definitely worth the possible benefits, at least to the extent that you realise you were deceived.

To confirm the fraud, you can simply ask your lender to issue you with 2 statements for your loan account, one with the loan borrowed and the full repayment credits only and another statement with only the debit entries for interest etc. Agree to pay additional fee for issuing 2 statements in the place of one. If they don’t agree to your demand, there is fraud.

SUGGESGTED TEXT FOR QUERY/COMPLAINT

(Please consult your advisors to alter the text to suit you)

Dear Sir/Madam

 

In (mm/yyyy) I took a 'loan' to buy …….. 

My loan account number is …….. 

I live in ………………………... 

My contact details here are: 
  Ph (61) (3) 9500 0121 and you can email to this email ID.  

I signed up the loan document. I have been making a regular repayments to my loan account. But I see a problem in the loan statement that this branch has sent. They are showing my repayments, bank charges and interest all in one statement only. I have difficulties to understand these. I would require a first statment, showing the actual sum lent by that branch and the total money i paid them back each month ($$$$). A second statement showing the interest charged on the balance owing at the begining of each month (at the applicable interest rate, calculated for that month, based on balance owing shown on First statement). I believe there is a 'fraud' in the banking practice, due to the manner in which you show all in one statement only. 

I wanted to contact the ombudsman for this, but I thought the first step is to write to you and get your response in writing. In relation to the above complaint, it may be relevant for you to read the following background:

 This branch is applying my repayments as follows:

1. towards govenment fee and charges

2. towards account keeping/ bank fee and charges

3. towards the interest unpaid

4. towards the principal due

 This type of order of applying my repayments has 'resulted' in me paying the interest on the money THEY NEVER LENT to me. It lead to interest on interest. I have not used their money to make 'profit or income' in any business to return their interest as a 'priority over my principal sum borrowed'. 

When I borrowed, my understanding was that I was repaying my principal sum first (that was my motive), I didnt have any motive to keep using their principal sum lent, into any business activity and make profit out of money borrowed from that branch. If that was so, I wont mind paying their interest first (as I would be making much profit out of their capital). I have been only 'working' to earn my living and built a home, so wanted to pay off the 'sum borrowed, as first'. No doubt I agreed to pay their interest at agreed rate, until I paid off all the borrowing. 

I am prepared to pay the interest on their interest (if I cannot settle the total interest payable as a lumpsum) on or after the day on which I pay off fully, the principal sum borrowed.

This 'swap over of step 4 to step 3 above' impacted me in paying about 50% of the loan sum as interest on the money not lent to me at all and the money that I have NOT used for (a) either my enjoyment (but for basic essential of living) or (b) to make some (profit) productive use.

So I seek my human right that this bank should not apply the same methodology of charging the interest on my home loan, as they do to a business entity that has plenty of 'advantages' in borrowing and using them in their business, leave alone the situation that such businesses borrow, claim to have used in business and then go bankrupt paying nothing back to the bank and/or claiming the interest paid as a tax deduction. Here I am honest, harworking and endeavouring to pay and still paying, sacrificing a lot of my needs, but still been treated unfairly. 

Kindly help in advising the bank (a) to start issuing me with  2 parts of loan statements as requested on top of this email (I am prepared to pay the additional adminstrative charges for doing this additional service) and (b) to correct their methodology of applying my repayments and if this means that I paid more, please credit my first statment (loan borrowing and repayments).

I am sure, you can understand only and only if you or one of your close relatives has taken the 'home loan' from that branch and felt this problem and explained to you the problem (in the way I explained above). But just because I have NO relationship with you, I dont know how much you can understand.

If you understand my point, but since it is your 'banking rules' that you have to follow, it can mean that you have NO heart. Otherwise, surely you will take it up to any level in your bank and get this problem corrected and will give me only the corrected message.

In the meantime, awaiting your response...

Yours Sincerely
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