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8 March 07 

The General Manager 
Adjudication Branch 
lsccc 
PO Box 1199 
DICKSON ACT 2602 

Via email to adiudication@accc.qov.au 

Dear SirIMadam 

NOTIFICATION 92787 LODGED BY AHL INVESTMENTS PTY LTD (AUSSIE) 

We are taking the liberty and opportunity to write to the ACCC after reading and 
internally debating numerous articles on the subject of Aussie requesting a 
dispensation from what is colloquially known as ''third line forcing". The upshot of 
the dispensation will be to force all Aussie brokers to become MFAA' and COSL~ 
members despite our industry having no one representative legislated body. 

We are totally against what we see is an attempt by certain industry 
heavyweights to force brokers to adopt one body over another and 
eliminate our choice of representation, especially given the current non 
compulsory environment. 

Our company has been active in the mortgage broking industry since 2002. We 
have been members of the FBAA~ since September 2002 and the MFAA since 
September 2004. We are members of COSL via our aggregator. We have the 
MFAA's recommended PI Insurance cover with their recommended insurer. 

We are a very small group of brokers who are intent on bringing maximum 
professionalism and performance to this industry. 

Mortgage and Finance Association of Australia (formerly MIAA) 
Credit Ombudsman Service Limited 
Finance Brokers Association of Australia 



In our time we have written over 440 home loans and personal loans. 

We believe that we are qualified to make a comment and submission to the 
ACCC regarding the above proposal because of our experience in the industry 
and our track record. In our 4% years of operation our top level performance 
statistics are as follows: 

ONE customer complaint (which was resolved internally with minimal fuss 
and the customer actually acknowledging it was their error). 
ZERO customer disputes. 
ZERO lender disputes. 
ZERO COSL disputes or notifications. 
ZERO professional indemnity claims. 
ZERO complaints to any other body such as ACCC or ASIC, etc. 
Our rate of customer attrition (refinances) currently stands at 8.5% against 
what we understand to be an industry average close to 20%. 
61 % of our business comes from repeat business and referrals. 

In an industry apparently rife with negative criticism against brokers, we consider 
our operational performance to be outstanding. We would not be achieving the 
volume of repeat business and referrals if we were not competent in our 
profession. 

We do not attribute our success to belonging to either the MFAA or the 
FBAA. Our success is through hard work, professionalism, dedication, constant 
communication with our lenders and our customers, and our ability to seek out, 
process and put into action information relevant to our industry. Neither MFAA 
nor FBAA can pride themselves in taking us to this level. 

We choose at this point to belong to both bodies for the sake of opportunity, 
maximisation of industry information and knowledge transfer, risk, lender 
accreditation requirements, depth and breadth of experience and clearly so that 
we can continue to receive a balanced view of the industry and its dynamics. 

We adhere to the professional development points system (CPD) adopted by the 
MFAA and have exceeded their minimum requirements every year. 

We understand anecdotally that FBAA has 9,000 members and MFAA 13,000 
members4 - probably with significant duplication (such as ourselves). So the 
organisations are not materially different from a membership point of view. 

In fact we are not particularly impressed by either organisation. 

The FBAA pronounces regularly that it stands for the broker i.e. the "small guy" 
and is not "in bed" with the banks. However, in the communications that we have 

Lending Central email newsletter dated 6 March 07 - article entitled ACCC probes forced MFAA 
membership. 
http:Nwww.lendingcentral.com.au/SiteContenewsEdionalewsArticle/tabid/l1 Ilannounceidn33/Def 
ault.aspx 



received from the FBAA and the seminars we have attended, we have found 
them to be generally very broad and almost amateurish at times with a naive and 
almost old fashioned idealism with regard to the commercial business realities in 
2007 and beyond. Their attempts at ongoing education programmes are 
considered poor. 

We are unaware as members of any significant success in lobbying activities or 
achievements towards national regulation of our industry as a direct 

R onsequence of FBAA actions or interventions. 

However in saying this, the latest FBAA magazine (Feb 2007 - March 2007) is 
finally carrying articles of significant educational quality e.g. Changes to the 
bankruptcy act, part one of a glossary of industry terms, and a working example 
of a commercial motor vehicle loan submission. These types of articles directly 
educate and benefit their members at the coalface, and should be provided free 
of charge as part of our membership dues. 

Maybe the FBAA has been listening to its members. 

The MFAA on the other hand presents a professional corporate image and is 
clearly populated by experienced professional business players who know how to 
present their organisation to the commercial world. 

Presentation and performance however are two different things when you are at 
the coalface. 

It is well known and publicised that members expelled from the MFAA can either 
become members of the FBAA and/or still retain accreditations with some 
lending institutions. This is an absurd situation which does nothing to ease the 
fears of consumers about regulating or eliminating the rogues from our industry. 

From an education and communication point of view, the MFAA mainly speaks to 
its members through email updates and its bi monthly magazine. To hear the 
CEO speak absurdly costs us money! The emails are largely self promoting and 
of little direct educational benefit. 

The issue just received of the bi monthly MFAA publication "Mortgage and 
Finance Brief" (Mar - Apr 2007): 

Is comprised of 100 pages (cover to cover); 
Contains aggregately 44 pages of advertising; 
Contains 15 pages of pictures, photos, graphics, contents page, letters to 
the editor and a diary - space fillers mainly; 
Leaving 41 pages of actual content of a mixed bag between industry 
specific and general business with headlines such as "Embracing Ethics", 
"Meet and Greet", "Back to Basics" and "Marketing 101 ". The latter is just 
a recycling of generic strategies which have appeared numerous times in 
different guises, and just happen to be written by new players. 



There are no specific case studies relating to home loans, investment loans, 
commercial finance, vehicle leasing, personal loans. 

There are no examples of loan submissions, structured applications, etc. 

There are no case studies of tough and complex financing deals and how they 
were resolved. 

There is no update on progress with electronic submissions or the lenders who 
currently have or are about to have them -the advantages, pitfalls, user 
experiences, etc. 

There is no update on any lobbying activities Federal and State. 

There is no update regarding the progress towards national regulation and 
national finance broking contract consistency. 

The most respectable article is by lawyer Jon Denovan who writes for both the 
MFAA and FBAA publications. 

When MFAA adopted its new rules in mid 2006, we entered into discussions 
because our company was to have experienced an over 80% increase in total 
membership fees. We considered this as a self indulgent opportunity by the 
MFAA to significantly increase fees; and after a discussion with MFAA, a 
compromise was reached which we understand was further promulgated across 
the board. We cannot believe that senior management inadvertently did not 
contemplate the outcome that our company (and many others) were put into. The 
final arrangement was signed off by our PI Insurer. 

Notwithstanding the overall global dollar reduction, the annual fees per member 
have now increased from $1 40 to $300 per annum (an increase of 1 14%), and 
include compulsory CPD elements which were previously voluntary and were 
exceeded by us at all times. 

Based upon the above, we cannot accept that the MFAA is so superior to  
the FBAA that i t  deserves exclusivity and warrants protection from third 
line forcing. They are both inadequate industry representatives. 

Our aggregator insists that it will not accept FBAA membership in lieu of MFAA 
because ANZ and CBA will not accept FBAA'. We believe this also is 
unconscionable in the long run and whilst we do not lay any blame with our 
aggregator (we believe it is being forced into this position), it is a matter we 
intend to take up subject to the outcome of the ACCC decision regarding the 
Aussie situation. 

Anecdotally we believe that both CBA and ANZ will accept FBAA reluctantly if pressured along the lines 
of third line forcing. 



We are of the view that one compulsory national industry body with the 
authority to dismiss and prevent dismissed persons from trading at all, 
must represent our industry. The current arrangement is not adequate 
especially when brokers really do not have a choice in any event. That 
body (which could be a hybrid between MFAA and FBAA) clearly needs to 
be superior to both of the current incumbents. It also needs to be 
appropriately funded which means that a fee increase is probably required 
in order for it to achieve its strategic objectives. I I 
Compared to the professional associations representing the legal 
profession, accountants and financial planners - the fees we pay are 
substantially deficient but sadly, commensurate with the performance we 
receive. 

In our 4% years of operation, we are dismayed that we have not yet seen any 
substantive resolution of the following key issues affecting the industry. We are of 
the view that a competent compulsory body would be required to clearly focus on 
these issues with constant communication to members: 

National regulation of the industry which is so long overdue. 
A national approach to real estate documentation, contracts and 
timeframes. 
A national approach to finance broking contracts. 
A clear and fair delineation across the entire finance origination channel of 
what is to be declared to customers in finance broking contracts especially 
with regard to remuneration (the current playing field is not level). 
One compulsory industry body representative of the entire industry with 
the ability to expel members who cannot then continue to trade under an 
alternate industry association or through direct accreditation with a lender. 
Elimination and outlawing of finance broking and administration fees to 
residential clients to avoid "double dipping" unless exceptional 
circumstances so warrant. 
Resolution of the absurdly unintelligent Comparison Rate Schedule which 
few customers understand. 
Price monitoring (by our industry body or a competent authority) to prevent 
lenders offering commission rates which can vary over 150% across the 
board (e.g. major banks vs. some mortgage managers6). The current 
predominance of advertising to brokers regarding commission rates simply 
preys on the material greed of some in the industry and is not 
commensurate with professional performance and guidance of appropriate 
loans to customers. 
Higher broker remuneration based upon increased borrowings or 
increased LVR' instead of application quality, consistency and relevance 
to the customer. 

Back page advertisement, FBAA FebIMarch 2007 Issue, Mortgage Ezy The Jumbo Non bank Lender. 
LVR is Loan to Value Ratio - the amount of debt expressed as a percentage against the value of the asset. 



Lifting the barriers to entry other than relatively simply being able to sit and 
pass Certificate IV in Mortgage Broking. The formal indenture provisions 
before the MFAA changed its membership structure were at least a good 
beginning. 
Ongoing free education in small modules aimed from beginners through 
intermediate to advanced operators. 
Formalising and redressing the independent dispute resolution scheme 
between a (high) fee for service entity and a relatively inexpensive entity - 
both purporting to meet the objectives of the Commonwealth. It is absurd 
that the FBAA scheme is almost entirely free, and that COSL grants us fee 
waiver vouchers to use in circumstances of "bad behaviour" instead of 
rebates or discounts as a reward for consistently good behaviour. Both of 
these bodies are existing today side by side. 

As neither MFAA nor FBAA have set a benchmark with regard to the above, 
neither deserve dispensation as the-industry's most competent body. 

We trust that the ACCC will consider our views in its deliberations regarding the 
Aussie submission. 

I 
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