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	Dear Mr ….,

I have completed a review of your home loan interest calculations. On

the attachment below are your calculations with my reworking of the

interest to replicate our home loan statements included below on the

same spreadsheet.

The interest charged to your home loan is calculated daily, and charged

monthly in arrears.

In viewing the spreadsheet you will see that the balance is used to

calculate the interest accrued for that day, using the applicable daily

rate. 

The daily rate quoted (e.g. 0.000193425 for July 2006) is the then

applicable rate of 7.060%pa divided by 36500 to provide a daily outcome.

Once a month these daily accruals are charged to your loan, in your case

on the 1st monthly. If you click on the cell in question you will be

able to view the formula I have used.

When you obtained your loan you were provided with the Bank's Usual

Terms and Conditions for Consumer Lending and Clause 6 covers interest

on loans.

This states in part that interest:

*
Begins to accrue from the date we first debit an amount to the

Loan Account

*
Accrues daily; and

*
Is calculated on the unpaid daily balance of the Loan Account at

the daily percentage rate then applying to the loan account. We

calculate the daily percentage rate by dividing the interest rate then

applying to the loan by 365.

I am happy to provide a fresh copy to you should you be unable to locate

your copy.

I trust that this clarifies the basis on which your interest is

calculated.

Regards,

Commonwealth Bank 

 Gary Carter 

 Case Manager 

 Customer Relations

 Retail Banking Services

 Level 19, Colonial Tower

 150, George Street

 Parramatta. NSW 2124

 P:  02 9841 6609

 F:  02 9841 7700 

 E:  carterga@cba.com.au 
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Dear Gary,

 

 

Thank you so much for being patience with me and your excellent workout of the new XL . I have to warn you that my English might not be up to the mark as I have learned it as my 3rd language at school.My reply to your correspondence reads as follows. 

 

I have gone through the XL  and find exactly the same thing that the bank statements projects. It is very difficult for me to understand that you were unable to grasp the concept of my claim. In order to make it clearer it may help if you can work out the total repayment amount to be paid to the bank at the end of the term. Then calculate  a simple interest using a separate sheet and see the difference. Use the same interest rate for both cases. 

 

The story goes like this. I have a seven year old son. One of his front tooth started shaking for a while now.One day the tooth came off and he picked it up in his hand. He wanted to show the tooth to his grand mother who visits him every weekend. This happened on a Wednesday.My mother comes to visit him every Sunday. So he kept the tooth in a Coco cola bottle which had some left over coke in it. When his granny came on Sunday afternoon he rushed to the garage to pickup the Coke bottle. He picked up the bottle and showed it to his granny and said" Graan, did you see my tooth that came off on Wednesday ?" But Granny could not see the tooth in the bottle. They emptied the bottle and searched all over for the missing tooth. Went around asking every one at home to see any one has seen or took the tooth.Any one has neither seen the tooth nor removed it from the bottle. 

 

Then the case came to me. I got curious and thought is n't it strange the tooth missing!!! So I thought what about if the coke ate the tooth. I searched the net and find some answers. I could not be live it. Yes it is true that a human tooth can be disintegrated in coke in 7days. Now , I thought that it is unethical to sell such poisonous consumable to humans . But what can I do ? My employers name is "Coco Cola Ametel Australia P/L". So I kept quite and stop ed drinking Coke. 

 

I hope  you are not  in a similar situation. I believed that you must have worked out this already, unless you are one of the few lucky Australians who doesn't have a home loan.However i will present my case once again .  

 

Your very statement says it all

 

Interest begins to accrue........ accrues daily...........

 

Calculated on unpaid daily balance ........................

 

Now I borrowed from the bank  say              $1000/-   

 

My time starts now that is                          01-01-07

Interest rate of                                           07.3% PA

 

End of day 01my interest calculated on    $1000/-
End of day 02 my interest calculated on   $ 1000-20 
End of day 03 my interest calculated on   $ 1000-40 
End of day 04 my interest calculated on   $ 1000-60
End of day 05 my interest calculated on   $ 1000-80 

End of day 06 my interest calculated on   $ 1001-00 

End of day 30  my interest calculated on  $ 1005-80 

End of day 31 my interest calculated on   $ 1006-00 
 

In 6 days my amount owing to the bank became         $  1001/- 
In 31 days my amount owing to the bank becomes     $   1006/-
  What is the actual amount borrowed ???????
 When is the interest due ??????
 

Let us go to your first statement. 
 

" Interest charged to your home loan is calculated daily and charged monthly in area rs" 

In reality at the end of the month  I owe the bank only $ 1000/- + interest 
not $1006+ interest 

 

Every repayment is calculated in such a way that it will have some residual after paying the interest for the month. When the repayment is made money is taken in this order;  first interest  second set fees third principal . Now the amount for the calculation of next months interest shall be the residual of principal amount after taking off the balance from the repayment above. 
 

Another factor is that when you add (accrues daily...) interest to the principal and then calculate interest the following day it becomes compounding. ( interest on interest) Which you have not made clear to a lay man  at the time of signing the agreement. If you have told a lay man that you will be charging interest on interest then it will definitely effects the decision making of  a lay man. Any information that effects the decision making of any agreement or contract must be disclosed clearly and precisely to the affected parties prior to the engagement of the contract or agreement. When that is not done it amounts to breach of TPA. 
 

It is also Unethical  to charge interest on money not lent That also breach of TPA and criminal and civil laws of the country. 
 

Another aspect of the interest is that it has to make no variation to the calculation for that particular period. When the bank declares an interest rate on a statement bank is en tittled for that rate only for the period nominated . Not more not less. Now if you add interest on principal to calculate further interest on a daily basis, the rate that bank declared on the statement will not tally. Technically and mathematically it is impossible. Another aspect is that whether you calculate interest daily ,weekly or monthly it should not make any variation for the pr scribed period. If it does it amounts to cheating. 
 

All these might look very insignificant from the outset. But we are talking  big bikkies here the variation can run roughly   say 40 000 to every 100 000 lent. 
 

I think i have made my case very clear. Now the ball is in your court. You may contact me on the following means 
Please do not close the files without consulting me for further clarification if you need any. I have been in this country for the past 20 or so years. I be live that Australians are fair minded people and they will not tolerate any form of injustice. I hope i will get a fair go in this matter. 
 

Thank you once again for your time and patience and studying my case. Praying to our Lord Jesus Christ for a good out come for both of us. With warm regards and prayers from 
 



	


