


= who have protection mechanisms in place in the event that any customer sustains any
financial disadvantage through their dealings with the broker.

In doing so, Mortgage Choice has consistently, for many years, publicly advocated the need
for the finance broking industry to be regulated, and that this should as far as possible be done
on a uniform basis across all States and Territories.

Broker specific legislation already exists in a number of Australian jurisdictions. Mortgage
Choice has encouraged compliance with, and where practicable mandated, the standards
imposed by that legislation in the remaining States where there is no corresponding
legislation. This is intended to ensure that our representatives operate to the highest standards
and practices and ensuring a uniform customer experience nationally. As a logical
consequence, therefore, Mortgage Choice fully endorses and supports all initiatives, including
those outlined in the Green Paper, aimed at achieving standardised national regulation of the
industry.

Mortgage Choice supports the extension of the regulatory regime to both mortgage managers
and non-bank lenders as contemplated in the Green Paper. This initiative addresses, to some
extent, concerns with the draft National Finance Broking Bill, the provisions of which apply
only to brokers. Not withstanding this, it appears from our interpretation of the Green Paper,
that Banks have to attain a lower standard than brokers. This is more apparent in light of the
fact that Banks carry only a limited range of mortgage products and therefore cannot offer
objective home loan advice. All Bank staff responsible for advising customers on their
mortgage needs should be subject to the same level of regulatory supervision as brokers and
non-deposit taking institutions.

The Green Paper indicates that brokers will be regulated under the existing provisions of
Section 7 of the Corporations Act. This may result in brokers being subject to the same
standards of individual and organisational competence as investment related financial
products. Brokers should be suitably qualified to provide the advice that they give but it is
important to note that the risk profile of financial advisors and brokers are significantly
different. Consumers of mortgage advice are not exposed to capital loss in the same manner as
those consumers of investment product advice. Brokers do not provide advice in relation to
the application of the proceeds of the mortgage loans arranged on behalf of customers.

Mortgage Choice has mandated completion of Certificate IV in Financial Services
(Finance/Mortgage Broking) by all our broker representatives, together with in-house
induction training, AML/CTF training, compliance training and product specific training as
and when required (eg Equity Release products). Mortgage Choice believes that this achieves
the appropriate level of competency necessary for providers of credit advice.

Whilst supportive of the proposals outlined in the Green Paper, we are concerned that the text
does continue to perpetuate misconceptions about the mortgage broking industry. For example
the Green Paper states “Inappropriate advice and mis-selling in relation to mortgages and
investment loans is likely to lead to excessive levels of debt taken on by consumers." It is
important to note that lenders are responsible for assessing the capacity of the customer to
repay their loan. A broker cannot enable a customer to take out a loan that is outside the
lending guidelines of the lender in question. We therefore question this misconception that
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brokers are the catalysts of excessive levels of consumer debt. It is appropriate for the broker
to actively assess a borrower’s loan servicing capacity against lenders’ defined serviceability
criteria in order to prevent inappropriate submissions being made to the lender. However, the
final decision to provide the consumer finance and the associated credit is borne by the lender,
not the broker. It is important that any regulation addresses the lending standards of both non-
deposit taking institutions and Authorised Deposit-taking institutions.

The Green Paper also refers to “the misstatement of applicant’s financial details so they
qualify for larger loans that give brokers higher commissions.” If this is indeed the case, such
behaviour is fraudulent and is potentially a breach of the Crimes Act. As such, because of its
nature, it is unlikely to be prevented by any form of regulatory control.

Whilst Mortgage Choice does not provide non-mortgage loans, we are aware of the MFAAs
views on the apparent regulatory overlap in relation to these matters and endorse that position.
Many Mortgage Brokers are developing diversified income streams, which may include other
credit products such as personal and car loans. They are also encouraged to cross-sell products
such as credit cards with mortgage products. The majority of credit cards and personal loans
are also marketed on a national basis. These inter-relationships between credit products are
better served by a uniform regulatory regime rather than a fractured federal/state system.

We favour the second option as set out in the Green Paper as we believe that the consistent
treatment of all aspects of credit would make for a simpler regulatory system and reduce the
risk that any form of credit should be allowed to escape regulatory supervision.

Please do not hesitate to contact me if you require further information. We would also like to

take the opportunity to offer our assistance and resources to the process at any time.

Yours faithfully,
MORTGAGE CHOICE LIMITED

AVID HOSKINS
COMPANY SECRETARY
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