
FORM G 

FILE No: 

DOC: 

MARSIPRISM: 

COMMONWEALTH OF AUSTRALIA 

Trade Practices Act 1974 - Sub-section 93(1) 

EXCLUSIVE DEALING: 

NOTIFICATION 

To the Australian Competition and Consumer Commission: 

Notice is hereby given in accordance with sub-section 93(1) of the Trade Practices Act 1974, of 
particulars of conduct or of proposed conduct of a kind referred to in sub-section 47(2), (3), (4), 
(3, (6) or (7), or paragraph 47(8)(a), (b) or (c) or 9(a), (b), (c) or (d) of that Act in which the 
person giving notice engages or proposes to engage. 

1. (a) Name of person giving notice: 

AHL Investments Pty Ltd (Aussie) 

(b) Short description of business carried on by that person: 

Aussie operates as a mortgage broker and a mortgage originatorlmanager. Its 
core business is selling home loans, but activities also include sale of the 
Aussie Credit Card, deposit bonds and a small number of commercial loans for 
certain lenders on its panel, and the referral of home and contents insurance 
business for a third party. 

(c) Address in Australia for service of documents on that person: 

Dr Ross Patterson 
Minter Ellison Lawyers 
88 Phillip Street 
Sydney, NSW 2000 

2. (a) Description of the goods or services in relation to the supply or acquisition 
of which this notice relates: 

This notice relates to the appointment by Aussie of Aussie Mortgage Advisers 
to sell home loans and associated financial products under the Aussie brand. 

(b) Description of the conduct or proposed conduct: 

Aussie proposes to require that its mortgage advisers (franchisees, contractors 
and their sales employees or contractors) join the Mortgage & Finance 
Association of Australia (MFAA) (previously named the Mortgage Industry 
Association of Australia). 

3. (a) Class or classes of persons to which the conduct relates: 

Aussie Mortgage Advisers. 
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(b)	 Number of those persons:

(i) At the present time:

543

(ii) Estimated within the next year:

The mortgage broking industry is characterised by high turnover of
brokers (which in turn gives rise to issues of the quality of individuals
recruited and necessitates strong entrance filters). As a result we have
high volatility in broker numbers depending on success of recruitment
and retention activities. Our best estimate of where we would expect
to be in twelve months time is 600. The likely range is 480 to 690.

(c)	 Where the number of persons stated in item 3(b)(i) is less than 50, their
names and addresses:

Not applicable.

4.	 Name and address of person authorised by the person giving this notice to provide
additional information in relation to this notice:

Dr Ross Patterson
Minter Ellison Lawyers
88 Phillip Street
Sydney, NSW 2000

DATED	 2 February, 2007

SIGNED on behalf of the applicant

AUST. COMPETITION &
CONSUMER COMMISSION

2 FEB 2007

(Description)
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ANNEXURE 1

SUBMISSION BY AUSSIE
IN SUPPORT OF A NOTIFICATION UNDER SECTION 93(1)

OF THE TRADE PRACTICES ACT 1974

	

1.	 Background

	1.1	 AHL Investments Pty Ltd (Aussie) operates as a mortgage broker and a mortgage
originator/manager. Its core business is selling home loans, but activities also include sale of
the Aussie Credit Card, deposit bonds and a small number of commercial loans for certain
lenders on its panel, and the referral of home and contents insurance for a third party.

	

1.2	 Aussie appoints franchisees and other mortgage broking service providers to sell home loans
under the Aussie brand and that of its panel lenders, the Aussie MasterCard and referral of
insurance products marketed by Aussie. They are independent contracting corporate entities
and their sales representatives are titled Aussie Mortgage Advisers. These can be divided into
the following channels:

(a) Aussie Contractors, who receive referrals from Aussie, are based at Aussie's regional
or state offices, and report to Aussie's regional sales managers;

(b) Aussie Representatives, who generate business through their own networks, report to
Aussie's regional sales managers, and are not based at Aussie's offices;

(c) Aussie Franchisees, who generate their own business (but may receive some referrals
from Aussie if a customer enquiry is within their territory) and report to Aussie's state
managers.

	

1.3	 Aussie has a rigorous process to ensure that independent contractors operating under its brand,
in selling financial products to consumers, are fit and proper persons to act in this capacity.
Aussie's success in the market place is dependent on being recognised as a highly ethical and
responsible organisation and for this reason it applies strict criteria to any person wishing to
become an Aussie Mortgage Adviser.

	

1.4	 As part of this policy Aussie requires all Aussie Mortgage Advisers to be members of the
Mortgage & Finance Association of Australia (MFAA) (previously named the Mortgage
Industry Association of Australia). It has been drawn to Aussie's attention that this requirement
may amount to third line forcing. Aussie has accordingly changed its policy to make MFAA
membership optional (but highly recommended) rather then mandatory, while it lodges this
notification.

	

1.5	 Aussies wishes to make it mandatory that Aussie Mortgage Advisers join the MFAA, for the
reasons set out below.

	

2.	 The Mortgage & Finance Association of Australia

	2.1	 The MFAA, established in 1982, is the peak industry body for mortgage brokers, finance
brokers, mortgage managers, mortgage lenders and originators. In particular, it has strict
membership criteria, a robust disciplinary process which is independently reviewed, and high
quality CPD programs. With membership close to 11,000 at 30 June 2006 it is, in Aussie's
opinion, the pre-eminent industry body in Australia.

	

2.2	 There is minimal regulation of the mortgage broking industry. Western Australia and the
Australian Capital Territory are the only jurisdictions which require mortgage brokers to be
licensed in order to conduct business. Aussie regards this as unsatisfactory, given that mortgage
broking involves advising ordinary retail customers on one of the largest financial commitments
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that a person could make. The news often runs reports of consumers being put into loans which
they cannot afford, or losing their home, or being advised to refinance at significant "break
costs", or having the terms of the loan misrepresented by a broker whose main motivation is to
earn commission for writing the loan. Aussie accordingly wishes to adopt a self regulatory
model by insisting that its Aussie Mortgage Advisers join the MFAA.

2.3	 Aussie endorses MFAA's very robust membership criteria, continuing education requirements
and regulatory and disciplinary processes. Indeed, Aussie has been influential in the
development of MFAA's rules and membership criteria. Aussie has been a member of the
MFAA since 1992, when it commenced business. Since becoming a mortgage broker in 2002,
Aussie has taken a more active role in the MFAA because most of its panel lenders hold MFAA
membership, and because Aussie's research of the mortgage broking industry indicated that the
absence of a national licensing regime, allowed many unscrupulous brokers to continue doing
business to the detriment of consumers. Aussie did not want to be tarnished by misconduct and
in the absence of proper national regulation, saw the MFAA as a professional organisation with
wide membership, which had the capacity to raise standards in the industry and to improve the
industry's reputation with consumers. Aussie was comfortable that the MFAA was the most
appropriate professional organisation because the presence of lenders (including the big banks)
among its membership added professionalism and credibility to the MFAA, and Aussie realised
that an organised body with common objectives had a stronger chance of achieving either an
industry self regulation regime or the enactment of national regulation of mortgage brokers.

2.4	 In recognition of the MFAA's importance, Aussie's General Manager, Mortgages and
Distribution, has continued to sit on the MFAA's National Mortgage Originators Committee
since approximately 2002, and was elected Deputy Chair in October 2005. Aussie's
Victoria/Tasmania State Manager has continued to sit on the Victoria Mortgage Originators
Committee since approximately 2005. Both parties continue to represent Aussie in providing
input on important industry issues to the MFAA.

2.5	 Aussie notes the importance of having appropriate representation within the MFAA so that its
strong position on the urgent need for regulation of mortgage brokers in one form or other,
remains an important issue for the MFAA. Aussie is committed to having all industry
participants abide by the same high standards, to improve the industry's credibility and gain
respect of consumers, and to create an environment where the consumer is protected.

2.6 The Mortgage Originators Committee is part of the MFAA's governance structure, comprising
the national and state-based Council and Committees which set the policy and direction of the
MFAA. There are 3 Committees at national and state level for each industry sector, namely:

• The Lenders Committee
• The Mortgage Management Committee
• The Mortgage Originators Committee

2.7	 The Committees provide a forum for recommendations to be put to the MFAA's National
Council or Board, which is the principal governing body, on policy and other important matters.

2.8	 Aussie's Learning & Development department has also worked closely with the MFAA to
achieve MFAA accreditation of its Aussie Mortgage Adviser Induction Program. As the
program is also accredited by FINSIA (previously the Securities Institute of Australia) for the
awarding of Certificate IV in Financial Services (Finance/Mortgage Broking), the MFAA is
able to benchmark Aussie's sales training against that of other professional training providers
and accredited organisations.

2.9	 Aussie has always taken a leadership role in promoting national regulation of the industry,
simply because unprofessional brokers give the whole industry a bad name. In view of the
fragmented and minimal regulation, Aussie believes it is important for the mortgage broking
industry to have a strong professional organisation which can act against misconduct by its
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members. Aussie sees the MFAA as that body and therefore requires its Aussie Mortgage
Advisers to be members.

3. Public Benefit

3.1	 Aussie submits the public benefit of this requirement is overwhelming. In a situation where the
industry itself is not nationally regulated, MFAA membership provides Aussie with a degree of
assurance that its Aussie Mortgage Advisers will conduct themselves professionally and
ethically when representing Aussie.

3.2	 The lack of proper national regulation of the industry could mean that consumers will ultimately
suffer if a professional organisation does not set an appropriate benchmark for its members.
Aussie's requirement that Aussie Mortgage Advisers join the MFAA and abide by its
membership criteria provides that benchmark and reduces the risk consumers will be exposed to
unscrupulous conduct.

3.3 In particular, MFAA membership requires satisfactory police and credit checks, educational
requirements, and 25 hours of Continuing Professional Development (CPD) annually, all of
which ensure that professional standards are likely to be maintained.

4. Public Detriment

4.1	 Aussie submits public detriment is either non existent or insignificant.

4.2	 There are approximately 15,000 1 mortgage brokers operating in Australia. Aussie has 543
Aussie Mortgage Advisers, less than 4% of the total. A mortgage broker who does not accept
the MFAA condition is free to operate as a mortgage broker for other companies which do not
set the same standards as Aussie.

4.3	 While there is another mortgage industry body, the Financial Brokers Association of Australia
(FBAA), its standards, membership criteria, education requirements, CPD requirements and
disciplinary processes have been assessed by Aussie as inferior to the MFAA. Aussie does not
see it as a comparable alternative, without an unacceptable compromise in professional
standards. Other financial services industry bodies are considered to be inadequately tailored to
the mortgage broking industry.

I MFAA has up to 11,000 mortgage broker members as at 30 June 2006 and believe they represent around 70% of the total
mortgage brokers operating in Australia.
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