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27 February 2007 
 
 
 
Mr Gavin Jones 
Director, Adjudication Branch,  
ACCC 
GPO Box 520 
MELBOURNE  VIC  3001 
 
 
 
Dear Mr Jones 
 
Notification N92787 lodged by AHL Investments Pty Ltd (Aussie) 
 
The Mortgage & Finance Association of Australia (MFAA) would like to provide a 
submission to the ACCC in relation to the above Notification. 
 
The MFAA is the peak body for the Australian mortgage & finance industry.  
 
All MFAA members are required to belong to an ASIC approved EDR scheme such as 
the Credit Ombudsman Service Limited (COSL) or another relevant EDR Scheme.  Our 
members who actually write loans must attain MFAA Accreditation, titled Accredited 
Mortgage Consultant (AMC) or a higher industry certification, Certified Mortgage 
Consultant (CMC).  Each AMC/CMC must be covered by professional indemnity 
insurance, have taken part in and passed probity checks and met educational and 
experience requirements, thereby indicating a high standard of professionalism. 
 
The MFAA strongly advocates ethical business practices by its members (MFAA Code 
of Practice), while working closely with national and state Governments to ensure its 
membership is equipped to provide honest and fair service to consumers.  The MFAA 
achieves these goals by providing industry specific education, as well as compliance 
and legal information, both to its members and consumers who contact the MFAA. 
 
The MFAA backs up these initiatives by providing a means of enforcing its policies 
through the possibility of sanctions, which was Authorised by the ACCC in 20041. 
 

                                                 
1 The ACCC authorised the Mortgage Industry Association of Australia’s disciplinary rules (now the MFAA). “The rules 
are likely to help member mortgage brokers to act ethically and professionally in the industry, resulting in a net public 
benefit. The rules set out standards of conduct for the industry, and a process for an independent tribunal to hear 
allegations of misconduct against members.” The tribunal has the power to sanction or expel a member found guilty of 
misconduct. MR 015 (19.2.04) 
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As a consequence of complaints to the MFAA a number of members have been 
expelled for ‘misconduct’.  The MFAA subsequently publishes that information on its 
website where consumers can easily access those names, as well as informing the 
ASIC of those expulsions and releasing the information to the media. 
 
The MFAA provides an avenue for consumers to enquire about appropriate behaviour in 
the broker community, as well as also providing assistance to consumers through its 
website - in the form of Guides about:  
 
1. types of home loans 
2. investment loans 
3. interest rates 
4. mortgage insurance 
5. mortgage fees 
6. grants and assistance 
7. the mortgage process 
8. credit references 
9. a checklist for buying a first home 
10. who’s who in the mortgage industry 
11. mortgage terminology 
12. questions to ask a mortgage provider 
13. borrowers’ rights 
14. consumer protection,  and  
15. internal dispute resolution processes. 
 
All of these Guides indicate the depth of the MFAA’s commitment to ensuring that 
consumers are better fitted to tackle the complex world of home loans. 
 
As a further indication of our bona fides in this area, the MFAA won the NSW 2006 Fair 
Trading Award Business/Industry Association Award Metropolitan category “in 
recognition of a valuable contribution to raising awareness of consumer rights among 
the people of New South Wales.” 
 
The MFAA is concerned that it is not only seen to be an advocate for consumer 
protection but that it also tests its own claims to that status.  To this end the MFAA has 
conducted a number of surveys which attempt to measure the ‘quality’ of the 
relationship between its members and consumers and compliance with the MFAA Code 
of Practice and relevant regulation.  Two examples are: 

• a Shadow Shopping survey instituted by the MFAA in 2006 as a three year 
national program of ‘shadow shopping’ of members to measure current industry 
practice as between member brokers and consumers.  That survey (expected to 
be publicly released the week commencing 18 March 2007) identifies those 
areas which may need further work, as well as those areas where the 
relationship is strong and effective; and the 

• consumer opinion survey which has been conducted for the last 3 years and 
uses information collected to lead changes in industry practices that do not meet 
consumer expectations. 

It is our understanding that Aussie had taken into account all of these stringent 
corporate governance processes (unique to the MFAA) and was convinced that its loan 
writers ought to become members of the MFAA rather than of any other, less rigorous 
industry body when seeking genuine consumer protection and professionalism. 
 
For example, before a loan writer is admitted to MFAA membership and accredited they 
must: 
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• have at least 2 years experience in mortgage lending, mortgage broking, finance 
broking OR have successfully completed at least a Certificate IV in Financial 
Services (Finance and Mortgage Broking) OR an equivalent course recognised 
by MFAA.  We believe that the Aussie induction program was mapped by Finsia2 
to FNS40804, Certificate IV in Financial Services (Finance/Mortgage Broking); 

 
• successfully complete the MFAA Initial Compliance Pack with a 90% pass – 

which covers the Uniform Consumer Credit Code (UCCC), the Privacy Act, the 
Trade Practices Act and Standard Operating Guidelines; 

 
• if the applicant has less than 2 years of experience in finance/mortgage broking 

s/he must be nominated for membership by a member and mentored by an 
experienced member until s/he has achieved that 2 years of experience; 

 
• s/he must belong to, or be covered by a membership of, the ASIC approved 

Credit Ombudsman Service (COSL) or another ASIC approved EDR scheme, 
which in turn must be approved by COSL; and 

 
• s/he must have insurance cover for a minimum of $1 million Professional 

Indemnity (PI) cover. 
 
Once admitted to membership the member must abide by the MFAA Constitution, the 
MFAA Code of Practice and the MFAA Disciplinary Rules which were Authorised by the 
ACCC in 2004. 
 
Additionally, members must: 
 
• accumulate 25 Continuing Professional Development (CPD) points each year 

and provide evidence to the MFAA annually on renewal; and 
 
• sign a detailed declaration regarding probity etc and on renewal each year must 

renew that declaration, including providing up to date evidence of current 
Professional Indemnity cover and EDR scheme membership. 

 
The MFAA requires a high level of professionalism from its members, as a professional 
association, and so has in place a set of Disciplinary Rules (the Rules), which were 
authorised by the ACCC in February 2004, under which members may be sanctioned 
for ‘misconduct’ as defined in the MFAA Constitution. 
 
The Rules provide for an investigation of complaints by an Investigation Officer (who is 
external to the MFAA) and a disciplinary process by the MFAA Disciplinary Tribunal, 
comprising either the Chair or Deputy Chair (both legally qualified and external to the 
MFAA) and a panel of two industry members drawn from a large panel of experienced 
MFAA members.  The Chair of a convened panel will verify that each industry member 
of that panel has no conflict of interest with the matter being determined. 
 
Since its inception in 2004 the Disciplinary Process has dealt with over 250 Complaints, 
of which 152 were referred to the Tribunal and six (6) of which resulted in expulsion 
from the MFAA.  There have also been three suspensions from membership for lesser 
misconduct, generally allowing the suspended member to ‘return’ after a specified time.  
In addition, various other sanctions have been ordered against MFAA members where 
the Tribunal has found misconduct. 
 

                                                 
2  Finsia – the Financial Services Institute of Australasia – is the entity formed from the Securities Institute of Australia 
(SIA) and the Australasian Institute of Banking and Finance (AIBF). 
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Under the MFAA Constitution, expulsions are required to be notified to ASIC and are 
advised to other members and the public via media release, MFAA publications and a 
permanent notice on the MFAA website, prominently displayed for anyone who seeks 
such information. 
 
As well as setting high standards for its 13000 members, the MFAA also sets high 
standards for its own operations. 
 
It is governed by a Board of 12 Members, which is elected each year via a process 
involving the election of state councillors in which all members (other than Associate 
Members and those members with less than 2 years experience) are eligible to vote.  
82% of MFAA members are individual loan writers, some 16% are broker businesses 
and the remainder includes aggregator groups, mortgage managers, lenders/funders, 
service providers to the industry and associate members. 
 
These elections are conducted on-line and are managed for the MFAA by a third party 
provider company that specialises in running on-line elections. 
 
The MFAA governance structure, in addition to the Board, comprises five National 
Committees: viz National Originators Committee; National Mortgage Managers 
Committee; National Equipment and General Business Finance Committee; National 
Lenders Committee; and National Legislative and Regulatory Affairs Committee.  The 
chair of each Committee becomes a Board member. 
 
Additionally there are six (6) State/Territory Councils elected annually by the members, 
comprising in total some sixty four (64) members.  The chair of each state/territory 
council becomes a Board member.  Further, in most states there are State Originator 
Committees, State Equipment and General Finance Committees and special 
committees/focus groups for accredited/certified mortgage consultants. 
 
The Board enhances its governance of the organisation by preparing each two years a 
Strategic Plan (also containing a set of KPIs for the Association) and which are then 
displayed on the MFAA website and publicised through MFAA electronic newsletters et 
alia for the information of all members. 
 
The Board meets six times per year on a bi-monthly basis.  Summaries of all Board 
Minutes, as well as those of the various committees of the Board, are displayed on the 
MFAA website for the information of all members. 
 
The Board is subject to the MFAA Board Corporate Governance Code (which applies 
equally to State Councils and each Committee).  That Code deals with issues such as: 
 
• the Role(s) of the Board, State Councils and Committees; 
• Director Independence; 
• access to Independent Advice; 
• Directors’ Conduct; and  
• Conflicts of Interest. 
 
The MFAA’s Annual Accounts are audited and displayed for public information on the 
MFAA website. 
 
Yet another aspect of the MFAA’s strict requirement for professionalism and the raising 
of standards in the industry is the MFAA’s education program. 
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Since the MFAA education program started in 2004 it has received approximately 32300 
student registrations, obviously some of whom undertake more than one course at a 
time.  Many of these students subsequently become members of the MFAA, but not all. 
 
The MFAA’s educational standards are demanding and require more than cursory 
knowledge of a topic or process.  Many of these courses are provided or offered 
simultaneously by third party providers who are themselves expected to maintain high 
standards also. 
 
The MFAA supports the Notification lodged by AHL Investments Pty Ltd (Aussie) in its 
endeavour to ensure that its loan writers are professional, experienced and educated to 
provide an appropriate level of service to the consuming public concomitant with the 
seriousness of the largest financial transaction most consumers will ever make – a 
home loan. 
 
The MFAA does not see any detriments flowing from the Notification.  There is no anti-
competitive effect in the mortgage and finance market, which is the relevant market in 
the view of the MFAA.  
 
Please do not hesitate to contact me should you seek further information or clarification 
on any of the matters raised in this submission. 
 
 
Yours sincerely 

 
PHIL NAYLOR 
CHIEF EXECUTIVE OFFICER 
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