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11 April 2007 

Australian Competition and Consumer Commission 
GPO Box 520 
MELBOURNE VIC 3001 

Attention: Ms Tina Pigliordo 

Dear Madam 

Third line forcing notification N92787 lodged by AHL Investments Pty Ltd ("Aussie") 

I note that you are still accepting submissions in relation to the above notification, the latest dated 30Ih 
March 2007 from Greg Tanzer, the Regional Commissioner of the ASIC in Queensland. Accordingly, it 
would be greatly appreciated if you would allow the FBAA to comment on issues raised in this 
submission, particularly as it is in favour of the notification to the potential detriment of the FBAA. 

Whilst the FBAA accepts that the ASIC may have a preference for an external dispute resolution body to 
be a requirement of an association's membership, we request that you consider the following 
circumstances: 

For many years third line forcing has been endemic within the fmance broking industry with 
many lenders insisting on MFAA membership for their introducers, at the expense of the FBAA. 
Whilst this position has improved in recent months, as evidenced by notifications from both the 
Commonwealth Bank of Australia ("CBA") and Westpac, there are still several lenders and/or 
their staff insisting on MFAA membership; 
Third line forcing has severely impacted on the revenue that has been available to the FBAA, 
unlike the MFAA who has enjoyed immense financial benefit fiom third line forced membership; 
Many finance brokers see little benefit in being a member of both the FBAA and the MFAA with 
similar, although differently focused objectives and benefits. As a result of the FBAA's 
membership growth in more recent times, it intends hrther enhancing its services for the greater 
benefit of its members and, ultimately the public; 
The FBAA acknowledges the ASIC's preference for an external dispute resolution provider. 
However, there are high costs associated with this service and the FBAA's preference has been to 
provide a facility at the lowest cost possible for our members. This is not believed to be to the 
public's detriment (but rather, to the contrary). The FBAA's current internal dispute resolution is 
free for our members and the public, and it hlly complies with Australian Standards; 
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The FBAA's Constitution and Code of Conduct was drafted with legal advice and after 
consultation with the ASIC, to ensure compliance with Australian and industry standards. ASIC's 
submission does not accurately reflect the lengths the FBAA took to ensure it had support and 
approval; 

a The FBAA's members are certainly able to join the external dispute resolution system which I 
note was initially established by the MFAA (previously known as the MIOS and which is now 
known as COSL or Credit Ombudsman Service Limited). Some lenders request this, as articulated 
by the ASIC in its submission. To date, the FBAA has not made this a compulsory requirement 
for its members for the following important reasons: 

1. FBAA membership has always been more focused on the wider finance broking industry 
rather than purely mortgage brokers. MIOS (now known as COSL) was originally 
established for the mortgage industry covering loans by the UCCC. Therefore, it made no 
sense to make COSL membership mandatory for FBAA members, some of whom are 
purely involved in commercial finance broking. It is only recent that constitutional 
changes have been made to COSL (and the MFAA) which allow more than UCCC loans; 

2. We consider the cost of belonging to COSL for our members as being exorbitant, both in 
relation to the membership fees and dispute mediation; 

3. We do not consider that COSL is truly impartial, although it claims to be independent, 
because the MFAA occupies Board positions on COSL, at the exclusion of the FBAA; 

4. Voting rights of COSL members are restricted only to MFAA and "other" members. 
FBAA members do not, for example, have voting rights on COSL as a part of their 
membership, despite the fact that the FBAA is the other industry association and should be 
equally represented. The FBAA considers this to be clearly anti-competitive and to the 
public's detriment; 

5. The MFAA's insistence on their members joining COSL to the exclusion of other external 
dispute resolution providers can also be considered to be third line forcing. The FBAA 
does not wish to engage in third line forcing at the expense of competition. I note that 
other external dispute resolution providers available to brokers, regardless of which 
association they belong to are, for example, referred to in Westpac's notification to you 
dated 29th March 2007 (N92872); 

6. The FBAA has considered making it compulsory for our members to belong to an external 
dispute resolution provider. However, we do not currently consider this to be financially 
viable for the majority of our membership base. Many of our members are small business 
operators, with many consisting of only one or two principals of the business, and the 
current cost of an external dispute resolution provider is simply unaffordable; 

7. Notwithstanding, the FBAA is currently investigating the possibility of establishing a truly 
independent external dispute resolution system, in competition with COSL, which will be 
available for all finance broking industry members, and be cost effective. This will 
obviously create more competition and can only result in better facilities being available to 
the public; 

8. The FBAA questions the validity of the ASIC's claim that MFAA members are required 
to join COSL. One need only look at the disparity between the MFAA membership 
numbers and COSL membership numbers, with the latter being substantially less. By way 
of contrast, the FBAA members are automatically members of our internal dispute 
resolution system. Therefore, the public can be assured of immediate access to mediation. 
By way of contrast, what would happen to a complaint made by a member of the public if 
an MFAA member is not a COSL member? How is the requirement that there be COSL 
membership policed? How can the difference in member numbers be explained? 

Consideration should be taken of the fact that the MFAA enjoys substantial sponsorship support 
from lenders in comparison to the FBAA. This is indicative of the fact that there has been a 
tendency in the past towards third line forcing excluding the FBAA, to its detriment. However, 
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the FBAA is hopeful that this tendency will be eradicated in light of the recent notifications made 
by two of the main lenders, namely Westpac and the CBA (which recognise and include dealing 
with the FBAA, as the other main competitive industry association). 

Summary 

It should be noted that the FBAA has already invested considerable time and money developing and 
sponsoring a certification programme that will make it easier for members of the public to identify 
experienced and qualified finance brokers at the outset. It operates similar to the identification of 
Certified Practising Accountants and is clearly of significant benefit to the public. It will not only help to 
reduce the number of complaints but also strengthen the professionalism and quality of service in the 
industry. This model is a competitive alterative to that proposed by the MFAA. (For more details, please 
refer to web site: p. 

Upholding Aussie's notification purely as a result of the FBAA not requiring compulsory COSL 
membership would, in the FBAA's opinion, be to the public's detriment because of the many beneficial 
and competitive services currently being offered (and being developed) by the FBAA. 

The FBAA provides truly competitive alternatives for our members and, ultimately the public. 

- -=  Ma 
General Manager 
Finance Brokers Association of Australia Limited 
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