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Section 3 General lending criteria 

Learning outcomes 

Upon completion of this section you will be able to: 

 understand the requirements of the lenders in order to process and 

approve a loan application 

 identify the required supporting documentation to accompany the loan 

application 

 understand the requirements of the lender’s mortgage insurers and how 

they may differ to the lenders. 

When the lenders assess a loan application they need to consider all 

factors that will enhance the probability of the loan being repaid in an 

acceptable manner. Lenders will require the borrower to have enough 

income to support the loan repayments along with their general living 

expenses and other loan repayments. They will want to confirm their 

stability in their employment, their genuine savings for the deposit, or 

equity in their current property. They need to be able to check the credit 

history of the borrower to ensure that they have had a good history of 

making repayments (providing that the borrower had previous or has 

current loans). The following are the areas that are considered and the 

information required. 

Acceptable forms of income 

Whether the client is employed fulltime, part time or casual on salary or 

wages, or whether the borrower is self-employed, the lender will need to 

verify the income and the stability of the borrower’s employment. These 

verifications can include: 

Pay as you go (PAYG) income 

Most applicants who are employed on a full time basis by other people 

receive their income via wages or salary. Wages income is usually 

calculated on an hourly basis with overtime paid for hours worked in 

excess of the base required hours. This income is classed as wages. In 

most cases a lender will only accept overtime if it is on a regular basis, 

or is a condition of employment (e.g. nurses). They will only calculate 

the overtime income at 50% of the actual earned income unless they 

are regular shift workers.  

A salary is paid to the employee, when it is an agreed amount, usually 

calculated over an annual period. There are usually no provisions for 

overtime included in this form of income.  
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Allowances are often added to the base salary for expenses incurred by 

the employee in the course of their usual occupation (e.g. a salesman 

may receive an allowance for the usage of his own motor vehicle.) The 

distinction between salary and wages income is breaking down to some 

extent. 

The above explanation of wages is usually applicable for part time 

employees. Part time employees normally have a set number of hours 

that they work per pay period and are paid on an hourly rate. Overtime 

is usually paid where additional hours are worked, but due to enterprise 

bargaining may not always attract penalty rates. 

Casual employment has become very common in the last decade. A 

casual employee can work set hours for an hourly rate which has a 

loaded amount (over and above the base rate) to compensate for not 

receiving sick leave allowance, holidays, public holidays etc. In the past 

lenders were not likely to use casual employment as a suitable form of 

income. However if you are able to prove that the applicant has had this 

position for some time and has been receiving the income that you are 

using in your calculations for a period of time, they will usually look 

favourably at this income.  

To verify the income of PAYG applicants you would need to collect the 

following forms of verification depending on the client’s employment 

situation: 

Payslips 

Two or three current pay slips are required showing year to date (YTD) 

earnings, hourly rate of pay including any allowances, penalties and 

overtime. The name of the employer with the ABN noted must be stated 

on the payslip. In the case that any of this information is missing or if 

the payslip is handwritten and not computer generated, a letter from the 

employer should accompany the payslip. A copy of these can be sent to 

most lenders with the Broker stating on the application that they have 

sighted the originals. Some lenders may wish to view the originals 

themselves.  

PAYG - Payment Summary 

Although Payment Summaries by themselves would not be acceptable, 

they can assist in proving regular overtime, commissions and 

allowances. 

Tax returns 

The same applies to tax returns as Payment Summaries. Tax returns are 

predominantly used to verify income for the self-employed borrowers. 

This will be discussed in the self-employed area and again in Section 8 – 

Reading and understanding financials. 



 

 

Understanding Financials, Loan Application Process 

 

 

  

Learning guide V2.1 © AAMC Training Group 81 

Tax Assessment Notice 

A notice of assessment, which shows the details of your tax refund or 

tax debt.  

Letter from the employer 

The borrower may have just commenced employment and may not have 

a payslip to submit. The letter must be an original, on company 

letterhead with the ABN noted, showing the date of commencement, the 

position held, the base income the borrower will receive and any 

overtime required to be completed on a regular basis, any allowances or 

commissions. It should also include the probation period that the 

borrower will need to complete prior to becoming permanent.  

Most lenders will not lend funds during the probationary period. The 

signatory must include their position in the company and ensure that 

there is a contact number showing. The lender is likely to contact the 

employer to verify the information received. 

Self employed 

Self-employed applicants also include Commission only workers and 

contractor/sub-contractors. Anyone who is not paid a salary or wage by the 

company to whom they offer their services are usually classed as self-

employed. Self-employed borrowers are generally required to submit two 

years’ full tax returns for both their business and personal income. Full tax 

returns include the return submitted to the tax department (generally 

prepared by their accountant), the accompanying financials (profit and loss 

statement, balance sheet and depreciation schedules) and the tax 

assessment returned from the tax department to the borrower.  

This information will usually suffice with most lenders. Some may ask for 

letters from the contracting companies or the applicant’s accountant.  

Statistics show that approximately 80% of new businesses will close 

within the first five years of operation. Due to this high percentage, the 

lenders need to satisfy themselves that the business is sound and likely 

to succeed.  

There are occasions that may prove difficult to verify income when using 

the financial statements. Many self-employed people have the ability to 

minimise their taxable income. When doing this, it can become difficult 

to prove their true disposable income and can hinder their ability to 

obtain a loan. Undeclared income and unverifiable income cannot be 

taken into account by the lender.  

There are areas on the tax return that can increase the borrower’s 

income and sometimes can make a very big difference. Depreciation is 

one of these areas. The depreciation figure is allowed as an ‘add-back’ 

to be deducted from the taxable income. The add-back figures affect the 
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taxable income but are not true money in the sense that they do not 

decrease the serviceability of a borrower. The amount that the borrower 

may be allowed could be higher due to these add-backs increasing their 

income for loan purposes. 

Lenders will generally only allow the latest tax returns to be used for the 

first six to nine months of the next financial year. If a full year’s financials 

are not available, interim reports would be required along with a letter from 

their accountant verifying income to date and comparison to the previous 

year. They would also need to confirm that there are no unusual expenses 

likely to occur in the remainder of the year.  

Personal tax returns would also be required to accompany the business 

returns to prove the chain of income. If a borrower is unable to provide 

two to three years financials, the lender is more likely to decline the 

application. It is advisable to put as much information into covering 

notes to the lender explaining any abnormalities in the financials or 

extraordinary expenses etc. 

Where the applicant is working on a commission only basis, the lender 

will usually want at least two years history showing regular and 

sufficient income. 

Government pensions 

The usual rule is that the lenders will accept government pensions as 

suitable income as long as they are ongoing. For example, invalid pension, 

age pension. Newstart is not considered an acceptable form of income as 

this form of income can be discontinued easily. Lenders require the most 

up to date statement, front and back, to confirm the pension amount. 

Family payment 

Family payment will usually be accepted for children under the age of 12. If 

there are children in the family that are 12 and over and family payment is 

being received for them, the calculation must be made to proportion the 

income for this child and then be deducted from the amount received. The 

final figure can then be used for income purposes.  

For example, the family have three children: Suzy (13 years old), Jimmy 

(11 years old) and Johnny (9 years old). The family payment for the three 

children is $60 per fortnight. As one of the children is over 12 years old, the 

lender will only consider two-thirds of the family payment received $40 per 

fortnight. Lenders require the most up to date statement, front and back, 

to confirm the amount. The lenders would most likely decline the 

application if the serviceability relied heavily on this form of income. 

Attach a copy of the Medicare ID card to verify children’s names and ages 

to support application 
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Child support/maintenance 

Child support/maintenance may be accepted by a number of the 

lenders; however they will want to see a Family Court Order or Child 

Support Agency advice showing the payment that is paid to the 

borrower as well as bank statements showing the regular receipt of the 

said amount.  

Child support/maintenance payments are to be included as part of 

expenditure if the borrower is the paying parent, as there is a legal 

obligation to pay. However, some financiers do not always use child 

support/maintenance as income.  

Rental income 

Lenders will accept a percentage of rental as a verified income. This is 

usually around 70% - 80%. The reason that most will not use 100% of 

the income is that they take into account expenses such as maintenance 

on the property, managing agent’s fees, vacancy risks, etc. This income 

needs to be verified by way of a copy of the formal lease agreement, 

rental statements or if there is no current tenant, a letter from a Real 

Estate agent verifying the market rental will suffice. 

Other income 

Other incomes may include: 

 Share dividends 

 Superannuation – allow 100% (This relates to either allocated pensions 

or the minimum or maximum amounts allowable to be withdrawn from 

their superannuation).  

 Overseas pensions 

 Royalties 

Verification by way of statements from the relevant institutions is 

required by the lenders. 
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Supporting documentation required 

As we have discussed all the various forms of income need to be verified 

with supporting documentation included. There are also other 

documents which may be required with all applications depending on 

individual lender.   

Documents may be required with all applications 
depending on individual lender 

 Copy of the Offer and Acceptance (Property purchase)/Contract of Sale  

 Income verification: 

 three recent payslips 

 Last two years Payment Summaries 

 Last two years tax returns 

 Tax Assessment Notice 

 Centrelink statements 

 Rental income verification 

 Child support/maintenance statements 

 Other income verification e.g. superannuation  

 Copy of last three months bank statements showing a genuine savings 

pattern 

 Copies of the last 6–12 months loan statements for all current loans. 

These should show that there are no arrears or late fees. If there is 

neither of these present, the broker must find out the reason for this and 

note it on the supporting notes to the lender. 

 Copies of the latest credit card/store credit account statements 

 Anti Money Laundering /Counter Terrorism Finance Check  

 Application fee (some lenders require the application fee to be paid prior 

to the application being processed) 

 Covering notes regarding the application. 

Additional documents required for self-employed 

applicants 

Along with the income verification documents, the broker will need to 

include further documentation. These may include: 

 Copies of the last two years full financials. These will include profit and 

loss statements, balance sheets and depreciation schedules 

 Copies of any current loan statements including leases, hire purchases 

and company loans. 
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Additional documents required for refinancing 

Other documents required for refinances may include: 

 Copies of latest statements for the loans, debts, credit cards being 

refinanced 

 Proof of ownership of the property being offered as security (rates 

notice). 

Additional documents required for construction loans 

Other documents required to accompany applications for construction 

loans may include: 

 Fixed price building contract from a registered builder 

 Plans and specifications 

 Council approval 

 Insurance policies for builder’s risk 

 Owner builders require information of licensed supervising builder and 

quotes for all aspects of the building process. May be required to provide 

a cost estimate worksheet. 

Evidence of genuine savings 

With all loans that are to be covered by Lender’s Mortgage Insurance 

(LMI) i.e. loans with an LVR in excess of 80% and that are for first time 

borrowers, the borrower must prove that the deposit has been raised by 

genuine savings. The borrower is required to produce bank statements 

showing that amounts have been regularly deposited to their bank 

account. It is not satisfactory to show one lump sum deposited as this 

could have come from an external source such as family, sale of an 

asset etc. This is not proving that a borrower is able to save from their 

own resources. 

The majority of mainstream lenders require 5% genuine savings, which 

therefore reflects 95% Loan to Value Ratio (LVR). Genuine savings is a 

Lender’s Mortgage Insurance policy (LMI). 

Genuine savings are: 

 Regular deposits being credited to a bank account in the applicant’s 

name (or held in trust for the applicant) on a regular basis over a 

minimum of a six month period. This must be verified by the latest 6 

month bank account statements. 

 Savings held in a bank term deposit for six months with verification being 

a term deposit certificate in the applicant’s name. 

 Shares held for six months in the applicant’s name, with verification 

being a share certificate confirming ownership. 

Note: Some institutions use a three month qualifying period.  
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A gift from, for example, a family member is not classed as genuine 

savings. If a gift is given, which would be in addition to the 5% genuine 

savings (or some second tier lenders accept this as the only deposit), 

then a Statutory Declaration must be completed and written that “it is a 

non-refundable gift”. 

Sale of an asset is not an acceptable form of genuine savings (i.e. sale 

of a motor vehicle after a loan has been repaid). 

Acceptable forms of security  

Standard 

The security used for Mortgage Lending is predominantly a First 

Registered Mortgage over a property. Second and subsequent registered 

mortgages may also be used, but this is usually only in the case for 

small equity type loans such as for home improvements. 

Standard acceptable forms of security include: 

 Residential Properties – zoned residential, special rural 

 Houses 

 Units 

 Townhouses 

 Duplexes 

 Studio apartments – minimum size 50 square metres (40 square metres 

in high demand capital city metropolitan location, 

 Investment Properties (as above) 

 Vacant land – up to 90% LVR 

 Construction – House & Land packages 

 Guarantees – this would not be acceptable as the sole form of security, 

but can be used at the discretion of the lender to strengthen the 

application. 

Non-standard 

 Serviced apartments – As these apartments are usually sold with a 

guaranteed lease income and are often priced higher because of this, 

lenders will tend to lower the LVR allowable. The valuation will often 

come in well under the asking price of the property to compensate for 

the guaranteed lease. The operating leases on the property can also 

become quite complex and hence the lender may not wish to fund the 

purchase of this type of real estate. 

 Display homes – as with the serviced apartments, display homes are 

usually sold with a guaranteed lease back arrangement with the builder. 

The purchase price can often include the furniture and furnishings 

displayed in the property. The total purchase price will not reflect in the 
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LVR as the valuation figure will often come in lower because of the 

furniture not being part of the security. 

 Developments – usually over four units in a development would have the 

lender class it as a business/commercial loan. 

 Development Land – this is usually large pockets of land that are zoned 

residential but has not yet been subdivided into individual blocks.  

 Commercial property – Properties with LVR’s of approximately 60% can 

be used for residential top up security or stand alone for commercial 

loans. These would include factories/warehouses etc. 

Unacceptable forms of security  

There may be many varied reasons why a property that appears to be 

suitable as security may well not be. These may include some of the 

following: 

 Certain easements noted on the titles such as electricity poles and wires 

going through the boundaries of the property  

 Zoning and boundary issues 

 Location of property, e.g. in an area subject to flooding or cyclones 

 Property requiring extensive repairs 

 Properties that have a limited use because of various alterations and 

characteristics to them. Examples of these could include: Doctors 

surgeries, cinemas, hotels, churches, caravan parks and car parks 

 Service stations are usually not acceptable due to the levels of 

contamination in the ground and surrounding areas 

 Heritage listed properties are also a concern to lenders due to the strict 

restrictions of changing or improving the building. The types of 

restrictions will need to be looked at for their impact of risk to the lender. 

(In some cases where there is a minor impact a lender may consider 

under non-standard security terms.)  

 Native title right properties are an unacceptable security for a residential 

lend. 

You may wish to refer to the Mortgage Insurers and Lenders guidelines 

for unacceptable security for a more exhaustive list.  
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You should be aware 

that the valuation might 

not always be the same 

as the purchase price in 

which case the lender 

will use the lower of the 

two prices. 

 

Loan to value ratio (LVR) 

A lender will only lend up to a certain percentage of the value of the 

property that is described as an LVR – Loan to Value Ratio. This is 

expressed as a percentage. It calculates the borrower’s equity in the 

property. 

The calculation is completed as follows: 

Loan Amount  Valuation x 100 = LVR (%) 

The policy of the lenders is usually that they will not lend above a 90% LVR 

for investment properties and 95% LVR for owner occupied properties. In 

most cases the 5% equity in the property must come from a genuine savings 

source of the borrower. Be aware that in today’s competitive market, lenders 

are often changing their policies to suit the buyers. To this end, you should 

constantly update your knowledge of the different lenders products and 

policies. For instance, a number of the lenders have now announced that 

they lend 97%, and many will capitalise the Lenders Mortgage Insurance 

(see Section 7). There is also 100% lending available from several lenders.  

Example of LVR calculation: 

 

When the LVR appears that it is going to be less than 80%, the lender 

will usually use the purchase price as the value of the property and a 

valuation will not be required to be completed.  

A valuation will be conducted (dependant on the Lender) when: 

 The loan amount exceeds 80% of the purchase price 

 The purchase price is greater than $300,000 (please note this figure 

varies from Bank to Bank and state to state) 

 The borrowing is greater than $250,000 (please note this figure varies 

from Bank to Bank and state to state) 

 There is no offer and acceptance/contract of sale (i.e. using the current 

property as security). 

 When Lender’s Mortgage Insurance (LMI) is required 

 The property is being purchased privately. 

Note: As a general rule all refinances require a valuation and loans with 

multiple securities require valuations. 

Purchase price of property -  $350,000 

Valuation of property -  $350,000 

Loan amount -  $280,000 

 $280,000  $350,000 x 100 =  80% LVR 

 

file:///C:/Users/Trevor%20Goldsmith/Desktop/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/SEYSSVZ7/9.Section%202%20-%20Module%207%20Process.doc
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When two or more properties are being offered for security, the LVR is 

calculated over all properties and the debt outstanding on all, is also used. 

For example: 

 
 

 

Mr & Mrs Smith have their current home worth $300,000 and it has 

an outstanding loan balance of $150,000 owing on it. They wish to 

purchase a rental property worth $200,000 and for tax purposes, they 

wish to borrow the full amount of the purchase price plus the $7,000 

in fees that they will incur. The calculation would be as follows: 

O/O home:  Value   $300,000 

 Debt   $150,000 

Rental home:  Value   $200,000 

 Debt   $207,000 

Total Loans - $150,000 + $207,000 = $357,000 

Total Value - $300,000 + $200,000 = $500,000 

$357,000 ÷ $500,000 = 71.4% LVR 

The LVR is under 90% allowable for investment purposes and the 

proposal will therefore be within LVR guidelines. 
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Section 4 Thought process for application and 

assessment 

Learning outcomes 

Upon completion of this section you will be able to: 

 know the process you should follow to ensure you are submitting a 

quality application 

 define what information you will require to obtain to assist the lenders in 

assessing the application 

 understand the assessment processes and the tools that the lenders use 

to process an application. 

The initial thought process 

Individual Finance/Mortgage Brokers have their own techniques in 

compiling a request for finance on behalf of their client. However, you must 

ensure that you are adhering to the NCCP regulatory requirements where 

required. 

 All relevant information surrounding the request must be sought and 

recorded. 

 You must ensure to the best of your ability that the information is 

accurate. Question anything that is not quite clear. 

 List all the key points to the application (positives and negatives) and try 

to find positive aspects of the negatives or mitigating circumstances 

which may have led to the negatives. 

 The key to a successful loan application begins at the initial phone call 

stage which is either instigated by you or the client. 

 In the member’s section of our website you will find samples of prospect 

forms and client needs analysis forms that are suitable to record all the 

information a client may give you in the initial phone call. 

 The more information you can gather at this stage, the more successful 

your loan application will be. 

 The reason for this is as follows: 

 You will be more prepared to complete the application when you 

visit the client. 

 With pre-prepared documents you will look far more professional 

to the client than trying to ‘wing it’ in their house. Imagine the 

impression you make arriving with a folder with the clients name 

on it and pre-prepared documents! 
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 Clients are quite prepared to give you as much information as you need 

to find them the best possible loan solution. If they ring you it is 

reasonable to assume that they are prepared to give you all the 

opportunity you need to gather that information. Gain their trust by 

getting their permission to ask questions. 

 Clients relate ‘professionalism’ with ‘thoroughness’. Contrary to popular 

belief the more information you gather from the client at this initial stage 

gives you a better chance if competing with other brokers. It takes time 

to gain trust and empathy. If you take time to gather all or sufficient 

information before you go to their house, you also give them more time 

to trust you and understand your professionalism. You are then at an 

advantage at their house because you are the ‘thorough’ person who 

took the time to get prepared before you arrived to talk to them. In 

finance/mortgage broking the product is you. 

 On a more practical note the more information you gather at this stage, 

means less time required at the actual interview for information 

gathering, which means you can spend more time ‘selling’ yourself, your 

products and your ongoing service. 

 Should the client not have time to give you all the information you 

require at the initial phone call, it is a good policy to suggest to the client 

that you ring them back at a more suitable time. Explain this will assist 

you in accessing the best loan to suit their needs. 

 Do not short change yourself at this stage as the more information you 

gather the more successful you will be with the application. 

It is also extremely important when speaking to the client to be the 

person in control of the interview. To do this you must be sure of the 

information you need to gather to do a thorough job and the way to do 

that is to be prepared, or scripted. 

The best script of all is a Client Needs Review/Fact Find as it includes 

everything you need to ask the clients and everything you need to have 

them obtain for you to complete the application e.g. pay slips, tax 

returns, loan statements, I.D. particulars, title particulars, etc.  

Experience tells us that if you do not have a prospect sheet or a script of 

some kind you will invariably miss vital information and also your clients 

will not be ‘prepared’ for your visit. Indeed your visit may be a complete 

waste of time because you did not collect sufficient information to 

determine the viability of the call. 
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Client Needs Review/Fact Find 

As part of the compliance regulations under the NCCP for Responsible 

Lending, a Client Needs Review or Fact Find must be completed from 

information supplied by the client.  From July 1st 2011 when ASIC 

became the Regulatory Authority the credit industry has had to change 

and be more compliant when dealing with clients. Therefore there is a 

need to demonstrate that we as Brokers have to the best of our ability 

researched the clients’ needs and provided satisfactory solutions for 

them to consider. 

Following those changes Finance/Mortgage Brokers will be audited and 

asked to justify their recommendations and decisions that are presented 

to the clients. These changes now in fact match that of other Financial 

Services, such as Investment Planning and Insurance. 

The Client Needs Review/Fact Find also allows you to provide solutions 

to your clients, under the Duty of Care, by asking scripted questions, 

such as “who pays the mortgage if there is a loss of income”? You may 

not be directly selling insurance but raising the point of “what can 

happen when an unforeseen accident or illness occurs”. Most clients are 

apathetic about the future and because of this, there are often tragic 

consequences.     

You are deemed to be a professional in the eyes of the law and failure to 

raise the points mentioned above could result in financial penalties 

under the Duty of Care for ignoring a client’s needs. 

All you are doing is asking your clients for permission to refer them to a 

professionally qualified person who can offer the advice they may be 

seeking. This allows for income stream to grow, your clients are 

protected and you have documentary evidence that you acted in their 

best interests. 

The seven C’s of credit 

To assist you in determining the probability of a loan application being 

approved there are seven areas that you can consider.  

The lender will want to ensure that the funds they lend are going to be 

repaid in an acceptable manner. To help them to make their decision of 

the viability of the loan, they will assess a number of areas to determine 

the suitability of the borrower. If you ask yourself, “Is this the type of 

person that I would lend my money to?” that may help you in the 

process.  



 

 

Understanding Financials, Loan Application Process 

 

 

   

94 © AAMC Training Group  Learning guide V2.1 

Think of the seven C’s of credit when assessing your client’s suitability: 

 Capacity 

 Character 

 Collateral 

 Capital 

 Conditions 

 Cause 

 Common sense 

Capacity – Can they afford the loan?  

 Do they have the ability to service the repayments comfortably?  

 What are the sources of their income? Lenders and Mortgage Insurers 

are obsessive about the correctness and completeness of income 

verification. If you have any doubts about the verification of income it 

stands to reason the lenders will have doubts. Pay slips must be the 

‘current last 3’ pay slips – not older ones. The sole reason banks give 

loans is that they are satisfied the client can afford it. If the income 

verification leaves doubts the Banks will surely have questions. 

 What other commitments do the borrowers have? 

Character – Are they going to make their repayments?  

 Are they honest and of good character?  

 Are they someone that you would lend your own money to?  

 Do they have a sound credit rating? This can be confirmed by their Veda 

Check (discussed further in this section) and their current or previous 

loan statements. 

You need to be very clear with all of this information. Ways of verifying 

the clients’ character is to closely examine the documents you will be 

provided with. For example: 

 Are their loan repayments regular and on time? 

 Do they have a good savings history? 

 Do they have reasonable spending habits? 

 Do they have a history of defaults? 

If your questions are not conclusive the examination of documents 

can often indicate issues. 
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Collateral – This refers to the security  

It is essential to financiers that security retains its value and 

marketability. There are many instances where clients have an inflated 

idea of the value of their property, particularly in a rising market. It is 

important that the broker makes the client aware that the property will 

be valued and an unrealistic value on the property may affect the loan 

amount being sought. 

 

Capital  

This represents the contribution of either cash or other valuable assets 

to a deal. It represents net worth that a borrower is willing to place at 

risk, i.e. hurt money. 

 Where has their contribution to their loan come from? 

 Has it been saved, gifted, or is it the proceeds of a sale of a previous 

house or asset?  

If they are first home buyers it will be essential to provide at least six 

months history of ‘regular’ savings of the minimum 5% deposit required. 

(First Home Buyers will be discussed in Section 9.) 
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Conditions 

Economics, industry or business conditions play a major role in the 

ability to service commitments. The main issue is what effect adverse 

times will have on a borrower’s cash flow – the primary source of loan 

repayments. Some of the incidents that have affected economic 

conditions have included: 

 SARS/Swine flu virus affecting travel 

 Equine flu virus in the horse/racing industry 

 Drought affecting farm income  

 Rapid rise in house prices across the nation affecting affordability 

 A rise in interest rates will slow activity 

 September 11 and its effect on world markets, etc. 

 The Global Economic Crisis. 

Cause – What is the reason for them borrowing 

money?  

Is it something that the lender is going to want to lend money for? If it 

is to put a band-aid on a current problem it is not likely to be approved 

if the loan does not improve the clients’ position. Lenders are not keen 

to take over existing problems unless it demonstrably improves the 

clients’ position. 

For example the loan sought may be to consolidate debt. The Bank 

would need to be confident that the clients would not get themselves 

into the same position again. It is important to highlight how the 

consolidation will improve the clients’ current position. These issues 

need to be addressed in your ‘notes’ section to give the Bank confidence 

about the clients. 

Common sense – would you lend them your money? 

A prospective borrower will not usually give you any information that 

they feel may hinder their chances of gaining finance and they may also 

stretch the truth a little to enhance their position. Use terminology that 

your client will understand and will not confuse them. Ask relevant 

questions to entice the correct information from the client regarding 

their financial position and history. Remember if there is something you 

do not understand or if something does not look quite right…ASK! 

It is important to let the client know up front that all of the information 

they give you is verified by the lender. 
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What should you be looking for in the information given to you by your 

client? 

 Do they have the ability to repay this debt? 

 What is their asset position like for their standing in life? 

 Can all of their details be verified? 

 Have they had previous problems with finance? 

You should be able to make an educated assumption on the likelihood of 

the application proceeding after a few questions at the time of telephone 

or initial contact. 

Remember the ethics behind introducing a finance application with a 

lender. Imagine the consequences of trying to place a client into a debt 

that they really cannot service. 

Statement of position 

A statement of position is an overview of a client’s assets and liabilities. 

It calculates their net worth. Assets are generally categorised into 

property, cash and other assets (e.g. motor vehicles, shares, and 

surrender value of life policies or investments) Assets such as 

Superannuation should be noted on the application form, but the value 

not included in the totals as the superannuation amounts are not 

generally easily converted to cash until retirement. 

Each lender will ask you to prepare one of these, usually on its own 

application form. It is however, a good suggestion to take down these 

details during the initial discussions to enable your own assessment. It is 

important that the statement of position be completed accurately and in 

full. This is commonly included in the fact find/ client needs review. 

Remember you are trying to present your client in the best possible light 

and leaving out information may affect the lenders perception of your 

client.  

To calculate the net worth of a client, you simply deduct the liabilities 

from the assets, i.e.: 

Net worth = Total assets – Total liabilities 

View the statement of position in the member’s area of our website and 

calculate the net worth of the client.  
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Risks and mitigants 

As previously discussed, the lenders consider the risks of lending funds to a 

prospective borrower. As the introducer of the borrower to the lender, the 

broker must assist the lender wherever possible and highlight any risk that 

may be involved in lending funds to the borrower. On the other hand, the 

broker should assist the borrower by providing the lender with reasons and 

solutions to the risks. Below we have a look at some of the risks and 

mitigants that the lender may consider throughout the process of 

approving/declining a loan application.  

Risks Mitigants 
Debt servicing 

Source of income PAYG  

Continuity of income Has worked in the same industry for 10 years 

although has only been in this job for 18 months 

Secondary income Wife is working part time 

Security 

Value Median value in this area is $350,000. This has 
grown 7% pa average for the last 3 years 

Location Lakeview property in cul-de-sac. Walk to Schools 
200m, bus route 500m and shops 300m. 

Nature Brick and tile 4brm, 2 bathroom with study 

Uniqueness Solar or environmentally designed homes 

Stability 

Address Lived at current address for 18 months since 

moving from country town where they lived for 
five years – Reason for move was change of 
employment. 

Employment Current for 18 months. Moved due to children 
reaching high school age and parents wanted 
them to go to a larger high school 

Past history 

Credit advantage No previous adverse credit 

Bank statements Indicates regular savings and amount required for 
fees available 

Credit card statements No late fees. Credit card is paid out each month 

Self employed 

How long? Business has been operating profitably for 6 years 

Nature of business Has several long standing contracts 

Reliance on a few customers 
or suppliers 

Is not dependant on one customer or supplier 

Relevance to previous work 
experience 

Has been a bricklayer for 10 years. He decided as 
there was so much work in the building industry, 
he would become self-employed. This has worked 
to his advantage.  

Tell the story……..all of it!!! 

If you think there is an issue, so will the Lender. Deal with it! Explain the 

problem and provide a solution. Along with highlighting the weaknesses 

and providing solutions, highlight the strengths also. 
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Qualifying rates 

This is the interest rate used by the lender to determine the ability for 

the borrower to repay the loan. It is not usually the actual interest rate 

charged to the borrower. The qualifying rate is the applicable interest 

rate plus a margin. This is determined by the individual lender and is 

usually around 1%–2.5% higher than the standard rate. The qualifying 

rates are designed to show capacity to repay the loan should the event 

occur whereby the interest rates rise. 

An example of how a lender may ask you to determine affordability is 

indicating that their qualifying rate is 1.5% above the standard variable 

rate. The Standard variable rate may be 6.7%. The broker and the 

lender would then calculate repayments on the loan amount at 8.2%. 

This repayment amount would be used for serviceability testing. 

Some lenders operate with set standard percentages for qualifying 

rates. This may be that the lender advises that the qualifying rate for all 

loan types is 8%. Other lenders may advise that the qualifying rate is 

x% above the actual loan type, so rather than calculating on the 

standard variable rate of the loan, the current budget rate plus the 

margin could be used. 

Most software providers will incorporate the lenders qualifying rates into 

their programs negating the requirement for you to manually calculate 

the repayments.  

Debt Service Ratios (DSR) 

Debt service ratios are designed to help brokers quickly assess a client’s 

ability to obtain the loan amount they are seeking. Most banks do not 

use this method any longer however it gives an indication of how strong 

the loan proposal is to allow you to continue interviewing the client. 

Most lenders now adopt net surplus testing assessment methods, 

which will be explained later. 

A Debt Servicing Ratio is the calculation of set regular commitments as 

a percentage of gross income. The DSR calculation looks at income and 

commitments proposed for the future, i.e. it includes the current 

proposition.  

The DSR is used by some financiers as a guideline to serviceability and 

forms part of their assessment.  
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To calculate the debt service ratio you would use the formula below: 

All monthly payments, rent and maintenance x 100 = DSR 

Gross monthly income 

OR 

All annual payments, rent and maintenance x 100  = DSR 

Gross annual income 

Lenders will have different acceptable DSR limits. The general rule is 

that the DSR must be 30% or less for a joint application and 35% or 

less for a single application. If you do a quick DSR calculation for a client 

over the phone and the calculation comes in under 35% then they are 

worth proceeding to an interview as an NSR will possibly then put the 

clients under the limit.  

Although the DSR calculation can give you a quick indication of loan 

serviceability, it does not give a true indication for those on a high 

income. For example, a borrower earning $150,000 per annum can quite 

easily have a DSR of 40% and still afford the loan repayments along 

with having a high net surplus.  

Net Surplus Ratios (NSR) 

Most lenders adopt a net servicing ratio method alone. It may have 

various names but the basis of the calculation is the same. 

A net surplus test is a calculation of the borrowers net surplus income 

(less living expenses) after all commitments have been met against the 

monthly or annual commitments, and is expressed as a percentage. The 

lower the number the better, or in the case of NSR, as long as it is 

below 85% (as a general rule).  

The purpose of this test is to ensure that the applicant has sufficient 

surplus monthly funds to adequately allow for the new mortgage 

commitment. Once again lenders using this system have variations to 

the treatment of both income and expense items. It is critical for 

Finance/Mortgage Brokers to fully understand each lenders assessment 

criteria and the possible advantages from this method of assessment. 

When you attend each lender for accreditation they will usually explain 

their method of calculation. If they do not explain then you should ask. 

It should be noted that most banks provide their own loan calculators in 

either manual or electronic form to allow you to calculate client loan 

affordability (samples attached). These can be loaded into your own 

computers to allow more accurate assessment. 
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Please see our website 

for a Net Servicing Ratio 

(NSR) Calculator. 

 

In order for you to understand the calculation of the net surplus ratio we 

will go through the manual process here: 

1. Calculate the net income per month. For joint applications calculate 

the income of all parties. To do this you would obtain each 

borrower’s eligible gross income. For self-employed borrowers, if 

there is a large variation from the previous year, you would use the 

lower of the two years’ figures. If the current year’s income is 

greater than the previous year, then average the two years. Using 

the tax tables from the ATO (www.ato.gov.au) subtract the tax 

amount from the gross eligible income for each borrower. Enter into 

the calculation sheet the net income for each.  

2. To calculate the income for a self-employed borrower, you would 

need to calculate the profit from the business along with the 

personal income for the two years. 

3. Now calculate the outgoings for your borrower. To do this you will 

need to add the monthly repayments from all of the loan 

commitments. These could possibly include: Hire purchase 

payments, credit cards, mortgage repayments, rent or board (if they 

are ongoing after this loan proceeds). You will also need to add in 

the proposed mortgage repayment. 

4. Living allowances are generally calculated from the Henderson 

Poverty Index. The living allowances differ for single applicants, joint 

applicants and also number of other dependents. The lenders will 

provide you with the amounts required to be used for serviceability 

testing. These amounts then need to be inserted into the worksheet 

where indicated. 

5. The total outgoings can now be expressed as a percentage of the 

total income To achieve this the formula is as follows: 

Net Service Ratio % = Total outgoings ÷ Total net income x 100 

 

http://www.ato.gov.au/
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Uncommitted Monthly Income (UMI) 

Definition: Uncommitted Monthly Income - Your available net income 

once all monthly expenses including loan repayments have been taken 

into consideration. 

One of the most important factors a lender takes into account when 

considering a loan is whether the borrower can afford the repayments. 

The greater the uncommitted monthly income, or UMI, a borrower has, 

the larger their borrowing capacity overall. 

Lenders review all income and expenditure sources, add a margin for 

safety (the qualifying rate) and then calculate a borrower's uncommitted 

monthly income. For a borrower to increase their UMI, and therefore 

their borrowing capacity, they need to decrease outgoings by reducing 

expenses. One way of doing this is to rearrange any existing debts. 

What is acceptable income and what expenditure is used, varies greatly 

from lender to lender. One advantage of being a Broker is that you have 

the ability to search across the lenders products to find one that suits 

your client’s financial situation and results in an approved loan. 

Note: The expenses used by the lender are based on a typical client 

situation and do not reflect actual client spending! 
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NET SERVICING RATIO (NSR) 

Applicant’s Name/s 

1. 2. 

3. 4. 

Corporate, Self-Employed or Trust Borrowers 

Profit & Loss Statement (year)   

Net profit $ $ 

Director’s salary (if applicable) $ $ 

Depreciation $ $ 

Interest on debt being refinanced $ $ 

Other (please detail) $ $ 

Adjusted net profit $ $ 

Average adjusted net profit $ Transfer to gross income 
below 

Individuals 

 Gross annual income Net annual income  

Applicant 1 $ $  

Applicant 2 $ $  

Applicant 3 $ $  

Applicant 4 $ $  

Total Income $ $ A 

Commitments – Annual 

This loan (annual cost of loan being applied for) $  

Personal loans $  

Other property loans $  

Credit cards $  

Other $  

Total Commitments $  

Less 80% annual rental income $  

Total Commitments $ B 

Living Allowances - Annual 

Single income $14, 052 Joint income $20,424 

Single income plus 1 $19,296 Joint income plus 1 $25,392 

Single income plus 2 $24,264 Joint income plus 2 $30,360 

Single income plus 3 $29,220 Joint income plus 3 $35,316 

Single income plus 4 $34,188 Joint income plus 4 $40,224 

   

Applicants living allowance (from above table) $  

Plus total commitments (from B above) $  

Total Outgoings (C) $ C 

NSR Calculation  
C (outgoings) as % of A (income). (C/Ax100=) 

NSR equals % 

Note: This NSR is a sample only and the living allowances may change and vary from bank to bank and is 
for training purposes only. 

 

Loan Amount: $ Security Value: $ LVR:  %  
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Loan serviceability calculators 

Loan Serviceability calculators are generally offered by the different 

lenders online at their websites. These can usually be downloaded to your 

computer for use at a later time. If you choose to use this method, 

remember to constantly update the version that you have to ensure that 

you have the most current information available. Your software provider 

will generally have the different lender’s loan serviceability calculators as 

part of their package. The software provider will then update these as 

part of your ongoing contract with them. 

Using the Genworth Serviceability Calculator from their website 

http://www.genworth.com.au, calculate the serviceability of a loan for 

$150,000 with security of $220,000. Our client is single and earns 

$60,000pa and the only debt they have is a credit card with a $5000 

limit. Does it pass the serviceability test? What is their borrowing 

capacity?  

Lenders Mortgage Insurance (LMI) 

Lenders Mortgage Insurance is an insurance policy that covers the bank 

in the event of loss due to default on a mortgage loan. For example, if a 

client has a mortgage with ABC Bank and then defaults on the payments 

and the house is eventually sold at a mortgagee sale, any shortfall 

incurred by the bank is paid by the mortgage insurer. It does not cover 

the borrower in any way. You must point this out to the borrower as 

often they confuse it with Mortgage Protection Insurance, which covers 

the borrower in the event of sickness, accident, unemployment, loss of 

life etc.  

The requirement for Lenders Mortgage Insurance (LMI) is varied between 

different types of lenders. Non-conforming lenders do not charge LMI. 

Securitised Lenders such as Challenger and Wizard Home Loans must 

insure all of their loans. The cost is only borne by the borrower when the 

LVR is 80% and over. However, the insurer must approve each loan. Banks 

generally require LMI for all loans when the LVR is over 80%. Although 

these LVR’s are general, a lower LVR may be used depending on the nature 

of the security. Some banks do have provision in their policies and 

guidelines to waive mortgage insurance but this is rare. 

Although the premium is paid by the borrower, the lender will arrange 

the policy with an insurer of their choice. The broker must be aware that 

although the lender may conditionally approve a loan subject to LMI 

approvals, if the Mortgage Insurer declines the application, the lender 

will probably also decline. This happens due to the tighter policies of the 

Mortgage Insurers. 

To calculate an LMI premium, you must first determine the loan to value 

ratio (LVR) of the property being used as security. 
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Calculating LVR’S 

We have outlined previously the process of calculating an LVR. An 

example to prompt your memory is as follows: 

 

In this example, the LVR represents the loan amount as a percentage of 

the valuation, not the purchase price. 

If the client wants to add their fees onto the loan, you must take this 

into consideration when calculating the LVR figure. 

For example, if the fees to the above loan are $12,000 then the new 

borrowing amount would be $264,000 and the LVR would therefore be 

91%. You will need to ensure that the LVR remains within the guidelines 

of the lending policies. For instance, if the maximum LVR for investment 

property purchase with a particular bank is 90%, then the above 

transaction would not be acceptable. 

Some lenders will now capitalise the mortgage insurance cost to the 

loan amount even if the LVR goes above 95%, however most lenders 

will require the mortgage insurance premium to be paid up-front. 

Some lenders have their own Mortgage Insurance companies as 

subsidiaries. Others use insurers such as QBE or Genworth. Each of the 

insurers has their own pricing structure that you will need to know when 

quoting to a client. In the member’s area of our website we have 

illustrated one of the lender’s rates to give you an idea of the cost of this 

insurance. Stamp duty is to be added to the calculated premium. Stamp 

duty may vary from state to state.  

Property purchase price:  $295,000 

Property valuation:  $290,000 

Loan required:  $252,000 

LVR    = 86.9% 
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Let us do a calculation: 

 

LMI premium refunds 

Depending on which mortgage insurer you are with, you may be entitled 

to a partial refund on your existing LMI policy. Some insurers refund 

borrowers who refinance within 12 months, but others allow refunds for 

those switching after 24 months, it varies with the insurer used, so 

check with your mortgage insurer.  

An example of Lenders Mortgage Insurance Premium Rates 

Please note: The table below is a sample only and should not be relied 

upon other than for training purposes. Each LMI company has its own 

premium rates and at your bank accreditations each bank will advise 

which company they use and provide you with premium charts. Many 

brokers will use software provided by their aggregator or franchisee and 

AAMC advises that you check all cases manually as there are many 

instances of incorrect premiums being calculated.  

Information: 

 The borrower intends to pay other fees and the LMI 

premium from their savings and first home buyers grant 

 They are applying for a principal and interest loan 

 Stamp duty/Land tax/transfer duty for this calculation is 

10% 

Property purchase price:  $295,000 

Property valuation:  $290,000 

Loan required:  $252,000 

LVR = 86.9%  

Looking at the LMI premium table below, we look into the 

column relevant to the amount borrowed (i.e. less than 

$300,000) and the LVR row of 86% - 86.99%. The LMI rate 

shows 0.94% 

Therefore, the amount of the premium is calculated as per the 

following formula: 

Loan amount x LMI rate plus stamp duty  = Premium 

$252,000 x .94%     = $2,368.80 

$2,368.80 + 10% stamp duty ($236.88)  = $2,605.68 

TOTAL PREMIUM = $2605.88 
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Principal & interest loans: 

Loan to value 

ratio 

< $300,000 $300,000 - 

$500,000 

More than 

$500,000 

Up to 79.99% 0.37 0.47 0.64 

80.00% to 80.99% 0.45 0.58 0.78 

81.00% to 81.99% 0.48 0.61 0.83 

82.00% to 82.99% 0.62 0.79 1.08 

83.00% to 83.99% 0.67 0.85 1.17 

84.00% to 84.99% 0.78 0.99 1.35 

85.00% to 85.99% 0.84 1.06 1.46 

86.00% to 86.99% 0.94 1.20 1.65 

87.00% to 87.99% 1.00 1.27 1.74 

88.00% to 88.99% 1.08 1.38 1.90 

89.00% to 89.99% 1.13 1.41 1.99 

90.00% to 90.99% 1.32 1.69 - 

91.00% to 91.99% 1.38 1.76 - 

92.00% to 92.99% 1.45 1.82 - 

93.00% to 93.99% 1.57 2.00 - 

94.00% to 95% 1.66 2.12 - 

Minimum Premium $150 $150 $150 

 
(Always calculate LVR to 2 Decimal places.) 

Lenders Mortgage Insurance (LMI) stamp duty  

Each state has its own rate of stamp duty. The stamp duty amount is 

calculated on the premium amount and is added to the LMI total. Please 

check with the individual state government bodies for the applicable 

stamp duty rate. 

Veda advantage and credit challenges 

When a lender receives a loan application form, they will need to assess 

the application and check the history of the prospective borrower to 

ensure the likelihood of the funds being paid back in a reasonable 

manner. To this end, the lender will check the credit history of the 

borrower via a company named ‘Veda Advantage’ (formerly Credit 

Reference Association of Australia).  

Veda Advantage has information on file about the applications made for 

credit (whether or not the loan was approved and/or proceeded with) 

and all current and previous defaults (whether repaid or not), 

bankruptcy information, judgements and Directorship information. Veda 

Advantage will hold information for a period of five to seven years 

depending on the form of information. At the end of the specific period, 

the default or listing is removed. 



 

 

Understanding Financials, Loan Application Process 

 

 

   

108 © AAMC Training Group  Learning guide V2.1 

When a broker discusses the loan application with the prospective 

borrower, they must advise them that it is likely that the lender will 

conduct a Veda Advantage check. The client will need to sign a consent 

form to enable the lender to obtain this information. The client is able to 

access their own file at any stage and may challenge any entry that they 

feel is incorrect.  

Within the application form is a Privacy Form that the lender requires to be 

completed. This form will give them the permission to check any details 

regarding the borrower. Veda Advantage maintains a file on each borrower 

that has any credit history lodged with them by the individual lenders. 

Each time a lender enquires about a particular borrower, the enquiry is 

noted on the borrowers file. To ensure that Veda Advantage list these 

notations on the correct file, they ask for the following information: 

 Name 

 Date of birth 

 Drivers licence number 

 Current address 

 Previous address 

From the report given to the lender from Veda Advantage, they can 

validate the following information: 

 Correct name 

 Date of birth 

 Address and length of time at that address 

 Employer and approximate length of time there 

 Are they involved in any other business? 

 Current credit providers 

 Any defaults listed, paid or unpaid 

 Any other enquiries for finance applications recently applied for. 

Credit Reporting Agencies that issue reports are also covered under the 

rules and regulations of the Privacy Act 1988. 

This Act applies a specific meaning to the term Credit Report. It is 

information from a credit-reporting agency (e.g. Veda Advantage), 

which has some bearing on an individual’s credit worthiness, i.e. 

eligibility, history or capacity. Credit reports are divided into two 

categories, consumer and commercial.  

Consumer credit reports will contain information on consumer credit 

provided for domestic, household or personal purposes. Commercial 

reports contain credit information about an individual’s commercial 

activity. 
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The Act governs consumer credit reports only. Access to commercial and 

corporate files is largely unrestricted. However, the provision of 

commercial credit often requires access to consumer credit reports for 

information on the personal credit worthiness of sole traders, partners, 

directors, guarantors and so on. In these cases, the commercial lender 

must be aware of the Act as it affects consumer file use. 

Who is able to request a credit report? 

Access is available to: 

 Bank 

 Building society 

 Credit union 

 Corporation providing a loan on terms which allow deferral of payments 

in full or part for seven (7) days 

 Corporation or individual, where a substantial part of whose business is 

the provision of credit/loans. 

 Mortgage managers. 

Individuals must be informed at the time they are applying for credit 

that the credit provider may be supplying or seeking information about 

them from a credit-reporting agency. The individual must provide the 

credit provider with written permission to access his or her credit 

information file or his or her commercial information file. 

All banks include this permission form in their loan application and will 

not act on a file until it is in their possession. Individuals must be told 

when refused credit because of a credit report. 

When a credit provider refuses credit, an individual must be given 

written notice stating: 

 that the application has been refused 

 the refusal was based wholly or partly on information derived from a 

credit report provided by a credit-reporting agency 

 the name and addresses of the credit-reporting agency  

 individuals have the right to access their credit information file 

maintained by the credit-reporting agency. 

If a joint application for credit is refused on a credit report relating to 

only one of the joint applicants, the credit provider must give written 

notice to all other applicants that: 

 the application has been refused; and 

 the refusal was based wholly or partly on information derived from a 

credit report relating to that person, provided by a credit–reporting 

agency. 
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An applicant may specifically request a copy of the credit report and the 

credit provider is obliged to provide it. 

Penalties 

These are only two examples of the quite onerous penalties set out in 

the Act: 

 Should a credit provider employee or agent knowingly or recklessly 

disclose information in contravention of the Act, e.g. to a non-credit 

provider, there is a penalty of $150,000; and 

 Similarly, should an employee or agent of a credit provider draw a report 

to help out a business contact, or use a credit report for some other 

purpose not specified in the Act, such as prospecting or market research, 

the employee or agent may be subject to a fine of up to $30,000. 

It is absolutely essential that credit providers, employees request or give 

consumer credit information only as permitted by the Act. Any person, 

who obtains access to a credit report by fraud or false pretences, is 

subject to a penalty of $30,000. 

The following are some of the common codes you would see on a Veda 

Advantage report: 

Types of accounts 

Individual Consumer 

CC Continuing Credit Contract 

CM Chattel Mortgage 

LC Loan Contract 

OD Overdraft 

R Equipment Hire or Rental 

RM Real Property Mortgage 

T Terms 

Types of defaults 

Individual Consumer 

C Serious credit infringement (clear-out) 

PD Payment default 

DC Dishonoured cheque 

SA Scheme of arrangement 

 

Judgements 

CJ County Court Judgement 

DJ District Court Judgement 

LJ Local Court Judgement 

MJ Magistrates Court Judgement 

SC Supreme Court Judgement 

SJ Small Court Judgement 

Writs and summons 

DC District Court Writ 

LC Local Court Summons 

SC Supreme Court Writ 
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Credit challenges 

At some point in time, you will come across clients who have impaired 

credit reports. Invariably these can consist of a default via a financier, a 

summons/writ by either a financier or a trade related creditor and a 

judgement default. 

A default can only be used once an account has fallen over 60 days in 

arrears. This notice stays on file for five years and may only be accessed by 

members of Veda Advantage (formerly the Credit Reference Association of 

Australia). It cannot be removed unless issued incorrectly. 

A summons/writ is a legal document issued by the Ministry of Justice. It 

can be issued and served for any reason ranging from non-payment of 

loan to dispute on contracting arrangements, e.g. quote for swimming 

pool differed to original. The issuer is referred to as the plaintiff and 

person served is the defendant. 

A judgement default is listed if the dispute cannot be resolved. A court 

hearing takes place and the magistrate makes a ruling. 

How to resolve 

For the summons we have two scenarios: 

 A client wishes to defend action. A notice of defence is to be lodged with 

the court. Once registered by court (stamped), fax this to Veda 

Advantage to have the summons reference removed. 

 Client acknowledges summons and makes arrangements to clear. Once 

completed, a notice of discontinuance of action may be signed by the 

plaintiff. Again once stamped by courts, this summons may be removed 

by Veda Advantage. 

Summary 

It appears that only public record notices may be removed which 

comprise of any action stemming from the courts. This is of course 

subject to defence or a plaintiff who is willing to sign a notice of 

discontinuance. Unless the listing is blatantly incorrect Veda Advantage 

are always reluctant to remove a listing. 

It is often the case that the client does not let the broker know that they 

have a default or a writ listed against them. Sometimes it is a shock to 

the clients. It is in these situations that the broker must assist the client 

to firstly deal with the default and the Lender and also assist them deal 

with the problem if the client does not feel the default listing is correct. 

If they feel it is incorrect they should contact Veda Advantage 

(www.vedaadvantage.com.au) and collect the details of the default and 

who placed it. Veda is obliged to supply this information to the client. 

Please note that they will not give the information to the broker because 

http://www.vedaadvantage.com.au/
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of the privacy act. The clients must make the approach personally and 

may have to provide identification. 

The client may then approach the default listing company and discuss 

the issue with them and if warranted make a correction. 

If the listing is correct then the client must provide a full written 

explanation for the broker to submit to the Lender or LMI Company on 

behalf of the client. In most minor instances the Lender will consider the 

matter and if the explanation is plausible and reasonable will often rule 

in favour of the client as long as the default has been settled. The 

broker must ensure the client gives a full and honest explanation so that 

it cannot be challenged or found to be incorrect. Then the broker can be 

confident in supporting the application. 

Should the application not be successful with the Lender of first choice 

then the broker may contact another lender and ask them to look at the 

matter to try and have it resolved. The broker must give a full 

explanation why the first lender rejected the application. Should this not 

be successful then the only alternative would be to refer the loan to a 

non-conforming lender such as Liberty or Pepper. Remember you must 

exhaust all the regular channels first as the non-conforming lenders 

have higher rates than the mainstream Lenders and there are stiff 

penalties to get out of their loans during the first three to four years. 

The non-conforming lenders will not look at it until other avenues have 

been explored. They will also still require a full written explanation of the 

default as the severity or number of defaults governs the interest rate 

charged. 

Remember that you must assist the client present the best case possible 

and a full and honest explanation works best. 
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Section 5 The loan–from interview to settlement  

Learning outcomes 

Upon completion of this section, you will be able to: 

 understand the requirements of the lenders in order to process and 

approve a loan application 

 identify the required supporting documentation to accompany the loan 

application 

 understand the requirements of the lender’s mortgage insurers and how 

they may differ to the lenders. 

Competition in the industry that the banks once monopolised has 

benefited the borrower over the past 20 plus years. The service in the 

lending institutions appeared to diminish and the introduction of the one 

on one service of the broker appeared. Due to the increase in numbers 

of third party introducers such as brokers, aggregators and other 

referral sources, many lenders now have designated departments 

specifically to cater for that growth. The loyalty that the borrowers once 

showed their bank manager and the personal service that the bank 

managers once provided their clients has diminished. 

To ensure that a broker maintains the ongoing relationship with their 

clients, they must produce above and beyond the expectation of their 

client. In order to do this, the broker must be competent in dealing with 

the lenders and the borrowers from the initial phone call/interview 

through to and after settlement. 

The broker must ensure that they have completed the application form 

correctly and comprehensively and have attached supporting 

documentation and notes to support the submission. The file notes are 

extremely important to enable the lender to gain clarity of the proposal 

and the prospective borrowers and can assist with the prompt 

processing of the application.  

The process of taking the loan from interview to settlement can be easy 

if you put procedures into place. (You can also refer to ASIC RG209.32-

33 for information on Reasonable enquiry.) 

The application enquiry 

You only get one chance to make a good first impression. The quality of 

the initial contact could be the added advantage that you need in the 

competitive market. You need to set yourself apart from others that 

your client may have or intends to contact regarding this financial 

transaction.  
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When you receive a referral, whether it be internal (from your own 

contracting company) or from your external sources, you must contact 

that client at your earliest opportunity. 

As soon as contact has been made with the client a credit guide 

including Advisor Profile should be sent to the client.  

Customer details need to be recorded on the Client Needs Review/Fact Find 

(example attached on our website in the member’s area). Once you have 

briefly reviewed the details, you will be in a position to decide on whether 

or not you can help the client. Remember that the more information you 

obtain at this point, the more accurate and more professional and well 

prepared you will be in front of the client. 

Where you feel that an application would not result in a loan, the 

customer should be advised as tactfully as possible that you cannot be of 

assistance on this occasion, highlighting the probable causes. It may be 

good practice to ensure you remain in touch and provide them with the 

tools/advice to assist them in preparation to achieve their financial goals. 

That way they may come back to you in a better position in the future.    

The initial important pieces of information to obtain prior to commencing 

your main data collection are: 

 Name and contact number. This is useful in the event that the phone call 

is accidentally disconnected 

 Does your client have a piece of paper? This is extremely important. You 

want them to write down your name and contact number for future 

reference.  

 Seek permission to gather personal information from them. 

Questions asked to determine the ability for the client to receive our 

assistance would be: 

 Why are they calling? 

 Where did they hear about you? 

 The purpose, Purchase or Refinance? 

 If they are purchasing a property, discuss the purchase price? 

 Are they currently employed? 

 Are they PAYG or self-employed? 

 What is their current position? 

 How long have they been in their current position? 

 Are they single or joint borrowers? 

 Are they first home buyers? 

 If they are first home buyers, do they have at least 5% deposit that has 

been saved over the last six months? 
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This has now given you a basic understanding of the client’s needs and 

position. Continue with the next stage of questioning to verify serviceability: 

 Obtain income details. 

 Obtain liability details, if they have a current mortgage, with whom? 

 Obtain Home Loan, Credit Card, total debts & repayment figures. 

 Determine LVR. 

 Determine approximate costs, are they to be capitalised or not? 

 Have they had any late payments or defaults listed against them? 

Where you decide that the customer would be successful in the 

application for a loan, you should then arrange an interview with the 

client to discuss the options. An appointment should be made whenever 

it is convenient to do so and as quickly as possible after the phone 

interview. If the loan is to be in joint names, you must ensure that both 

parties will be present at the interview, as you will need both signatures. 

You should now advise them of the supporting documentation they need 

to have ready for you at time of interview 

Before completing your conversation with the client, the following 

questions should be asked: 

 Is there any lender they would particularly not wish to deal with? If you 

suggest a lender that they or someone they know have previously had a 

bad experience with, you will lose your credibility immediately. 

 Is there any lender that they would, if we could show them that their 

products were equal to or better than others, like to deal with? If they 

have a particular lender in mind then you are half way to closing your 

sale.  

 Try to establish what type of loan they are currently seeking. In 

particular, in a refinance situation, are they looking for a split facility or 

line of credit, etc? 

It is important to have your Client’s Needs Review in front of you when 

you are on the telephone, as you need to ensure that all relevant 

information is collected and you do not want to show your inexperience 

by having to call them back. 

Once you have completed your initial assessment, whether it is over the 

phone or face to face, it is good practice to: 

 Email or fax them the checklist of documents that you require at your 

next appointment. This will ensure that they have the necessary 

documents ready for you. Remind them of the importance of 

substantiating the information given and that being prepared will enable 

their application to be lodged and processed quickly. 

 Email or fax your contact details 

 Email or fax the appointment time and confirm their address. 
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When attending the interview as arranged, please remember that your 

client may have a feeling of anxiety. Your first task on introducing 

yourself is to hand the client your Authorised Representative Profile and 

Credit Guide. If you have not already forwarded these documents 

beforehand. 

The Authorised Representative Profile, details the following to give the 

client an introduction to you: 

 The credit advisor’s name, registered number and qualifications 

 The products and services the credit advisor is able to offer 

 The method of remuneration to the principal and the credit advisor 

 Other benefits, interests, associations or conflicts of interest 

 The credit advisor’s best contact details 

 Information about the complaints resolution scheme.  

The giving of this form to the client will be noted on the customer file or 

checklist. 

As mentioned the other form you hand to your client or send 

beforehand, is a Credit Guide. A Credit Guide explains which 

Finance/Mortgage Broking organisation you represent and what that 

company’s policies are in relation to: 

Establishing a relationship with the client 

Trust is an essential ingredient of the relationship between the Credit 

Advisor and the client. Developing rapport and trust with a client takes 

time and skill.  

The initial interview is critical in creating the basic platform from which 

the relationship is to be built.  

In particular, the following areas need to be addressed with your clients 

and clearly understood: 

 the role of the Credit Advisor  

 the identity of and information about the Credit Licence holder 

 the range of services provided 

 all costs, fees, commissions etc. associated with the transaction 

 the procedures for handling complaints and disputes. 

Most Credit Advisors use the Credit Guide as the document for the basis 

of these discussions.  

This can be a lengthy process but it should not be hurried. Rather you 

can use it as an opportunity to gain your client’s trust and establish 

rapport. It will also enable you in establishing initial disclosure. 
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As you present the Credit Guide, you must ensure that your client also 

understands: 

 the process through which you will take them 

 the total fees that will be involved  

 any relationships that may exist between you, the organisation you 

represent and any other financial service provider 

 their privacy rights   

Addressing the concerns of the client is the first stage in the 

development of rapport or empathy. The Credit Advisor gathers 

information about the client, their financial circumstances and their 

financial goals and objective. The relationship between them should 

develop and strengthen. 

The second element is using good listening techniques (often called 

active listening). This involves the Credit Advisor asking questions, 

checking that they understand what the client is saying, and 

summarising to ensure that all parties agree on the matters being 

discussed. It means focusing attention on the client (rather than on the 

Credit Advisor) in the discussion. 

You now have the client’s confidence and a completed Client Needs 

Review/Fact Find form to carry out your research to present a proposal 

to the client that meets the discussed needs. 

Examples of the forms mentioned above are available online in the 

AAMCTraining Members Area (www.aamctraining.edu.au). 

However, AAMC Training has no objection to students using any forms 

that have been provided by a lender or Finance/Broking company and 

have the same result as required under the NCCP Act. 

The application process 

Now that you have gathered the data required to suggest well thought 

out, researched options for your client, it is time to present the results. 

In writing or on your laptop have a number of options ready for them, 

but remember your clients will be confused if you show them every 

available loan on the market. If you have collected your data well and 

understood what the client’s real needs are, you will be able to present 

the different loan packages to them and know that you are fulfilling the 

requirements for your client.  

You should present the client with a product comparison report. Your 

client will now be in a position to make a decision. At this stage, you will 

prepare a credit quote (if you are charging for your services and a credit 

proposal disclosure document. Once a decision is made by the client to 

http://www.aamctraining.edu.au/
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proceed with a particular option, you may complete the loan application 

for the particular lender. 

Customer’s acknowledgement and consent 

Now that you have researched the client’s needs, you are in a position 

to present your recommendations to the client. 

With the introduction of the NCCP Act (2009) loan applicant, clients are 

required to sign a Credit Proposal Disclosure document which contains 

information such as:   

 The Authorised Credit Representative’s details 

 Important information about the client’s needs 

 The Authorised Credit Representative’s recommendations and whether or 

not they are appropriate. 

 It refers to the Credit Guide which the client should already have at this 

stage of the process 

 What commissions are receivable by the Authorised Credit 

Representative 

 What indicative costs the client may have to pay  

 The authorisation of the client for the loan application to proceed as 

presented. 

If these forms are completed correctly and in their entirety, the 

Authorised Credit Representative has performed in accordance with the 

Act. 

Examples of the forms mentioned above are available online in the 

AAMCTraining Members Area (www.aamctraining.edu.au). 

Costing sheets  

These forms were designed to assist the broker in ensuring that the 

client was aware of the fees and charges involved in the loan process. 

An example of a costing sheet is included on our website. It lists all of 

the purchase costs and loan costs and also gives the loan summary 

details to the borrower. You should produce these for your client and in 

turn have them sign the document to say that they acknowledge receipt 

of a copy. This could be useful if the client comes back to you in the 

future and says that you never told them something about the loan 

and/or the costs. It is an added service to your client. The software that 

you use should be able to calculate the fees and repayments easily. To 

assist you with manually calculating repayments, we have included a 

monthly repayment calculator on our website.  

Examples of a costing sheet are available via our website in the 

AAMCTraining Member’s Area. A manual repayment calculator is also 

available here (www.aamctraining.edu.au/). 

http://www.aamctraining.edu.au/
http://www.aamctraining.edu.au/
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Checklists 

Checklists are useful documents to give to your client prior to the 

application interview, but are equally as useful at application time to 

check that you have everything ready for the lender. If there is any 

further documentation required from your client, you can simply 

complete the checklist and using the comments area, make notes for 

your client about the requirements outstanding to enable you to lodge 

the application. It is important to let your client know that you cannot 

lodge the application until you have received all of the relevant 

information and documentation. 

An example of a checklist is available online in the AAMC Training 

Members Area (www.aamctraining.edu.au). 

The loan application form 

If your client has decided on a lender prior to the interview, you will 

have been able to complete most of the application form before 

attending your appointment. This being the case, you need to go 

through the information on the form and confirm with your client that all 

of the information is true and correct. The same applies when 

completing the application form at the appointment time, and then 

ensure that your client confirms the information by signing their 

acceptance of your proposal. 

Let us have a look at the loan application form that is on our website via 

the Members Area (www.aamctraining.edu.au/). 

Loan submission template 

This document is often referred to as Diary Notes or File Notes. It is 

used to summarise the loan application and to convey information that 

may not be visible on an application form. For example: The wife may 

have been in her current job as a nurse for 13 months and prior to that 

she was a home maker for 10 years while her children were young. This 

looks as though she has short term employment, yet if we noted on the 

diary notes that she previously was a nurse for 15 years prior to having 

children, then it adds strength to the application. 

An example of a loan submission template is available in AAMC Training 

Members Area (www.aamctraining.edu.au/). 

Refinancing requirements 

There are further documents required if your client is refinancing. Along 

with the documentation we have previously discussed, the following 

information will be required for submission:  

 Current Loan Statement from client to verify loan debt 

 Verify the interest Rate 

http://www.aamctraining.edu.au/
http://www.aamctraining.edu.au/
http://www.aamctraining.edu.au/
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 Calculate two months’ worth of interest and add this to the loan balance 

 Do clients wish to add any other debts, e.g. Credit Card 

 Total all together to obtain final loan required 

 Obtain clients Estimate of Property Value 

 Calculate LVR - not to exceed 90%. 

Often with refinances, clients over-estimate the value of their property 

and applications fail and will not proceed if the LVR does not come 

within the lending criteria. It is worthwhile to keep up to date with 

property prices in the areas in which you are working. When making the 

appointment with your client, you can suggest they ask a real estate 

agent for a free market appraisal, but remember that real estate agents 

often inflate the price as they think they are going to get a sale. Clients 

may need to ask several to average a realistic value. 

Submissions to the lenders and costing sheets are to be completed in 

the same format as for purchases. Ensure clients have 12 months 

excellent repayment history on the loans they are refinancing. Lenders 

do not want to take on another lender’s problems, if they have had 

problems explain why. 

Documents to accompany refinance application: 

 Six to 12 months loan statements on all loans/debts being refinanced 

 Income verification (as per policies) 

 Copy of Contract of Sale (when previously purchased) or Shire/council 

Rates notice – this is to confirm ownership 

 Anti-Money Laundering Requirements 

 Fully completed loan application and privacy act forms, etc. 

 Discharge of Mortgage Authority for the current lender. 

Discharge authority 

The completion of this form is only required if you are paying out another 

mortgage loan. This form needs to be completed and lodged as part of the 

application to enable the lender to process the discharge with the lender 

that holds the current mortgage being paid out. This may be within the 

same lending institution or another one. Discharges may take some time, 

so it is wise to get the discharge authority in as quickly as possible. The 

lender will need to locate the security document and the title (this can often 

be housed in a different state) and prepare to go to settlement. 

Examples of a discharge authority form are available via AAMC Training 

Members Area (www.aamctraining.edu.au/). 

http://www.aamctraining.edu.au/
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Veda Advantage checks 

Veda Advantage checks are all undertaken by the financiers. If you have 

a concern about a default appearing on the client’s files, express this 

concern to the client. The company to whom you contract may have the 

facility to conduct Veda Advantage checks themselves or if not, the 

client may apply directly to the public file and receive this information. If 

you are completing the check for them, you will need to have them sign 

a Privacy Act form. The minimum information required to complete a 

Veda Advantage check is: full name, full address (no PO Box numbers), 

date of birth and sex. You should also include drivers’ licence number 

and previous address. Refer to the previous section for complete details 

on Veda Advantage. 

Submission to the financier 

 Appropriate financier application forms need to be fully completed, 

leaving no blank spaces. Should there be no relevant details for a 

particular area, e.g. Accountant’s details, then a line is to be put through 

the section. The application form must be completed in full prior to the 

client signing.  

 Documents collected to support the loan application should be marked 

against a checklist and a copy given to the client. These documents must 

be copied immediately and the originals sent back to the client. These 

must not remain on file.  

 A costing sheet should be completed to inform the client of all costs 

incurred in this transaction. A signature from the client should be gained 

and a copy of the sheet handed to the client. Along with these 

documents, a copy of ‘What Happens Now’ should be given to the client 

to advise them of our role, the bank’s role, the solicitor/settlement agent, 

etc. Remember, for a number of people this is the first time they have 

bought a property and they do not know what to expect. 

 The borrower must read through the details that you have completed on 

the form and sign the relevant areas. If the loan is unregulated, the 

Declaration of Purpose must be signed by all parties to the loan. It is 

good practice to get the borrower to initial each page. This will ensure 

that the borrower is indicating that all of the information written on the 

form is true and correct. 

 Once the application form is completed, your diary notes should be 

written up (you will have made notes at the interview to ensure that any 

relevant other information is given to the lender) (sample attached on 

our website). Only information not given in the application form should 

be put into the notes along with your recommendation for approval. 

 You should keep a photocopy of all the papers that are being sent to the 

financier. Files are often missing pages when they reach the bank from 

the fax and you need to resend them. It is good practice to record in 

your diary notes, the documents that you have enclosed. This will allow 
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the lending staff to mark off that they have received everything that they 

require. 

 Now is a good time to send your client and referrers a thank you card. 

Points to remember when completing and submitting an application may 

include: 

 Ensure that your contact details are prominent on the application 

submission, preferably on the front page. 

 Complete the application form legibly. Leave no room for 

misinterpretation of words or spelling. This may cause problems when 

documentation is being completed by the lender, e.g. the letter of offer. 

 Ensure that all required documents are included in the submission and 

do not submit an incomplete application to the lender. 

Remember that an application is more likely to be successful if it 

is complete, precise and has thorough explanatory notes. 

The approval/decline process 

The lender will log the application upon receipt of the submission. If 

there are documents missing, they will advise the broker and will usually 

not proceed any further with assessment. In some cases, they will 

return the entire file to the broker. This can hold up the process 

considerably whilst waiting for the mail. If the application is complete 

they will proceed with credit checks, verification of information, credit 

worthiness checks such as loan serviceability and they will order 

valuations (if required). Dependant on the ability of the lending 

personnel to approve or decline the loan, this may be done now or the 

application may have to be referred to a person within the lending 

institution that has authorization. 

Should the lender decline the application then you may source another 

financier at your discretion. The client must be notified immediately of 

the outcome and your intentions to resubmit with a different lender. A 

new application form will need to be completed. 

If the loan is not proceeding, you should advise the lender and send a 

letter to the client to confirm your actions. 

Upon receipt of financier approval, the client should be contacted 

immediately. The referral source should also be contacted and a formal 

approval fax sent (example on our website). An approval letter should 

be sent to your client after your phone them (example on our website.) 
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Settlement 

For a loan application to successfully settle, there are many milestones, 

processes and conditions that need to be met. This requires the broker 

to identify all of the milestones and communicate and co-ordinate all 

parties to help effect settlement. Below are steps a broker needs to keep 

in mind and monitor: 

 The client should be informed that they will receive their documents for 

signing in the next five days and you should request that they contact 

you if they have not received them within this time. AAMC advises that it 

is preferable for the broker to call the client after five days to see that 

their documents have arrived. Some of the lenders will send them to the 

broker to pass on to their client, but most will not. 

 In the case of a second mortgage advance, confirmation is obtained that 

prior mortgagee has consented to the subsequent mortgage. Check this 

with the lender. 

 It is advisable that you attend the signing of the documents with the 

client and explain the relevant sections to them. The amount of 

documents involved in the signing process can be quite daunting.  

 Before settlement occurs, you will need to check that all pre-settlement 

conditions of finance approval are confirmed with the lender providing 

the funds and the various parties to settlement are communicated with, 

to confirm that documentation and any other settlement issues are in 

order. 

When clients receive the loan offer, it is important the broker checks the 

following: 

 Documents are checked to ensure they are correctly executed, witnessed 

and dated before sending to approving personnel 

 Loan approval is checked for conditions relating to the taking of security 

When the documents have been signed and your clients are impressed 

by the service you have offered them through the process, it is a good 

time to ask for referrals.  

Remember that you may deal with these documents regularly and 

understand the requirements for them. Explain the need and the 

ramifications of each document as you go through them. The client is 

required to read the documents prior to signing, so allow time for this. 

Included in the pack will be the following documents: 

 Letter of offer 

 Mortgage document 

 Insurance confirmation 

 Direct debit authority 

 Product services guide 
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Forward the documents to the lender to ensure they are sent immediately 

to give the lender maximum time to prepare for settlement. 

It is advisable that you contact the bank two days later to confirm the 

receipt of the documents and the date for settlement. Upon receipt of 

the documents, the lender will commence the settlement procedure. The 

documents will be logged into the system and then sent off to the 

settlement department. The settlement department will liaise with the 

settlement agent/s or solicitors involved.  

When the fully executed loan offer and mortgage documents have been 

received back to the lender/solicitor the broker is to ensure:  

 Party acting for the lender is instructed to liaise with all parties to the 

settlement and attend settlement 

 Drawdown of the funds is arranged by the lender or solicitor acting for 

the lender 

 Securities are registered and stamped in accordance with lender's 

procedures and relevant legislation with all security actions taken 

confirmed as correct and complete Drawdown of the funds is arranged by 

the lender or solicitor acting for the lender.  

 Funds are disbursed in accordance with the requirements of loan 

approval and instructions received from the client 

 Once all parties to the transaction are ready to go to settlement, a date 

and time is agreed upon. 

 Broker ensures: Relevant client correspondence is activated to advise 

client of disbursement of funds; date of settlement; manner of 

disbursement and other relevant detail. 

 The process of settlement will include the handing over of title deeds to 

the lender and the exchange of cheques to the vendor’s agent.  

 The process of settlement can be quite complicated when there is more 

than one property settling or more than one lender involved 

The settlement can often be delayed if there are errors or omissions in 

the lending process. These can hold up settlement for days in order to 

rectify them and in turn, this can hold up settlements further down the 

line with new purchasers and vendors requiring the settlement of 

different properties in the chain to settle. Aspects that may hold up 

settlement may include: 

 Building insurance not in place 

 Errors in the spelling of names. This may not be noticed until the loan 

documents are returned and checked. This would require new loan 

documents to be produced and signed and this could take days to 

complete. 

 Insufficient funds at settlement. The payout figure of the previous loan 

may be more than the broker and the lenders allowed for. This would 
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require extra funds to be paid in by the borrower or new documents to 

be prepared and the loan application assessment may have to be 

completed again 

The lender may decide to verify the client’s details on the day of 

settlement to find that they have not changed. This would generally be 

the case where a borrower has changed jobs recently or a new credit 

entry has arisen on the Veda Advantage listing showing that more 

finance had been sought during the Mortgage Application process.  

Upon settlement of the loan, the lender will usually fax the broker 

advising that settlement has occurred. Usually the real estate agent 

would be in contact with the settlement agent/solicitor and know when 

they can release the keys to the property. 

A letter thanking the borrower for their business (example on our 

website) should be sent out along with two or three business cards to 

hand on to friends. Some successful brokers send out ‘scratchies’ or 

similar to say thank you or congratulations etc. This can be seen as an 

added service by the borrower and as something different, that may 

stay in their minds.  

After settlement has occurred or during the loan process it is important 

for brokers to help their clients understand the relevant policies and 

procedures in regard to clients opening any of the required accounts 

associated with their loan i.e. loan account, savings accounts, offset 

accounts, credit cards etc. Therefore, clients understand how to operate 

the accounts and their purposes. 

Examples of the following are included via the member’s area of our 

website: 

 Diary notes 

 Costing sheet 

 Approval fax 

 Settlement letter 

 Approval letter 

 ‘What happens now’ pro-forma. 
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Residential mortgage loan process diagram  

 

 

 

 

 

 

 

 

 

 

 

 

Client receives a phone call from Broker 

confirming receipt of loan documents. 

Broker to fax approval 

to Real Estate Agent. 
Real Estate Agent to 

advise Settlement Agent. 

Conditions met, e.g. Valuations, 

Lenders Mortgage Insurance  

(if applicable). 
 

Bank to co-ordinate FHOG  

(if applicable). 

Client receives letter from Broker 

confirming approval. 

Broker notifies client 

by phone. 

Client receives loan documents 

from bank. 
Client to arrange  

Building Insurance. 

Client to return signed documents 

with Building Insurance to Bank. 

SETTLEMENT 

Client to liaise with Settlement Agent 

regarding settlement. 

Broker completes Client Needs 

Review/Fact Find with customer. 

Broker assesses client information 

and conducts research. 

Broker Provides client with 

Advisor Profile and Credit Guide. 

Credit Quote (if broker fees apply) 

and Credit Proposal Disclosure 

provided to client. 
 

Loan options discussed/negotiated 

with all costs to the loan 

acknowledged by the client. 

Broker collects any outstanding 

supporting documents/information, 

completes loan application with 

clients and submits to lender. 

Lender assesses loan application 

Conditional approval 

Unconditional approval 



 

 

Understanding Financials, Loan Application Process 

 

 

  

Learning guide V2.1 © AAMC Training Group 127 

Section 6 Calculation of fees, grants and 

concessions 

Learning outcomes 

Upon completion of this section, you will be able to: 

 identify the fees charged by the lenders and government departments in 

relation to property purchases, refinances and mortgage lending 

 understand how these are manually calculated 

 identify the different grants and concessions available to purchasers. 

There are a number of fees charged for both the property purchase and 

the set-up of the loan facility.  

The following are the most common and are the fees that should be 

included on your costing sheet. These fees need to be disclosed to your 

prospective borrower and a copy of the schedule of fees signed as 

acknowledged by them. This negates the possibility of the borrower 

returning to you and saying that you had not informed them of these fees. 

Property purchase fees 

Stamp duty / Land Tax / Transfer duty 

Each State uses a different term to describe the fees charged. 

The fees charged are for both the property purchase and the stamping of 

the mortgage document. The individual state government offices (Office 

of State Revenue) are responsible for collecting the prescribed Fees. 

Visit the website for your state for individual rates. 

QUEENSLAND  

www.treasury.qld.gov.au/taxes-royalties-grants/index.php 

NEW SOUTH WALES  

www.osr.nsw.gov.au/taxes/land 

VICTORIA  

www.sro.vic.gov.au/land-transfer-duty 

WESTERN AUSTRALIA  

www.finance.wa.gov.au/cms/State_Revenue.aspx 

SOUTH AUSTRALIA  

www.revenuesa.sa.gov.au/ 

http://www.treasury.qld.gov.au/taxes-royalties-grants/index.php
http://www.osr.nsw.gov.au/taxes
http://www.sro.vic.gov.au/sro/SROWebSite.nsf/taxes%20rates.htm#2
http://www.finance.wa.gov.au/cms/State_Revenue.aspx
http://www.revenuesa.sa.gov.au/
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TASMANIA  

www.sro.tas.gov.au 

NORTHERN TERRITORY 

www.treasury.nt.gov.au/TaxesRoyaltiesAndGrants/StampDuty/Pages/de

fault.aspx 

ACT  

www.revenue.act.gov.au/duties-and-taxes/duties/land-and-

improvements 

Transfer of land document – registration fee 

This fee is to register the transfer of land document at The Land Titles 

office. 

Visit the relevant state website to ascertain the registration fee in that 

state: 

VICTORIA 
Title Registration Services 
Marland House  
570 Bourke Street 
MELBOURNE VIC 3000 
 
Telephone: (03) 8636 2010 
Website: www.delwp.vic.gov.au 

NSW 
Land and Property Information 
Queens Square 
SYDNEY NSW 2000 
 
Telephone: (02) 9689 6200 
Website: www.lpi.nsw.gov.au 

WESTERN AUSTRALIA 
Landgate 
PO Box 2222 
MIDLAND WA 6936 
 
Telephone: (08) 9273 7373 
Website: www.landgate.wa.gov.au 

TASMANIA 
Land Titles 
PO Box 541 
HOBART TAS 7001 
 
Telephone: (03) 6233 8011 
Website: www.dpiwe.tas.gov.au 

QLD 
Dept of Natural Resources and Mines 
GPO Box 1401 
BRISBANE QLD 4001 
 
Telephone: (07) 3405 6900 
Website www.dnrm.qld.gov.au/land 

SOUTH AUSTRALIA 
Lands Services 
GPO Box 1354 
ADELAIDE SA 5001 
 
Telephone: (08) 8226 3855 
Website: www.landservices.sa.gov.au 

ACT 
Land Titles  
PO Box 225 
CIVIC SQUARE ACT 2608 
 
Telephone: (02) 6207 0491 

Website: www.ors.act.gov.au 

NORTHERN TERRITORY 
Land Titles Office 
GPO Box 3021 
DARWIN NT 0801 
 
Telephone: (08) 8999 7743 

Website: https://nt.gov.au/property 

 

 

file:///C:/Users/meremie.kingham/AppData/Local/Temp/23/www.sro.tas.gov.au
file:///C:/Users/meremie.kingham/AppData/Local/Temp/23/www.treasury.nt.gov.au/TaxesRoyaltiesAndGrants/StampDuty/Pages/default.aspx
file:///C:/Users/meremie.kingham/AppData/Local/Temp/23/www.treasury.nt.gov.au/TaxesRoyaltiesAndGrants/StampDuty/Pages/default.aspx
file:///C:/Users/meremie.kingham/AppData/Local/Temp/23/www.revenue.act.gov.au/duties-and-taxes/duties/land-and-improvements
file:///C:/Users/meremie.kingham/AppData/Local/Temp/23/www.revenue.act.gov.au/duties-and-taxes/duties/land-and-improvements
http://www.delwp.vic.gov.au/
file:///C:/Users/meremie.kingham/AppData/Local/NovaCore/Cache/www.lpi.nsw.gov.au
file:///C:/Users/meremie.kingham/AppData/Local/NovaCore/Cache/www.landgate.wa.gov.au
file:///C:/Users/meremie.kingham/AppData/Local/NovaCore/Cache/www.dpiwe.tas.gov.au
http://www.dnrm.qld.gov.au/land
file:///C:/Users/meremie.kingham/AppData/Local/NovaCore/Cache/www.landservices.sa.gov.au
file:///C:/Users/meremie.kingham/AppData/Local/NovaCore/Cache/www.ors.act.gov.au
https://nt.gov.au/property
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Solicitor or settlement/conveyancer fees 

This fee is charged by the Solicitor/Settlement Agent to prepare 

documents, etc. and attend the settlement on behalf of the clients. The 

fee can vary but our recommendation is quote your client $1,500 on 

your costing sheet.  

Because of the state-to-state variances, you should resource these costs 

from a licensed settlement agent or conveyancing company. 

Western Australia 

Settlement Agents usually have a sliding scale of fees dependant on the 

sale/purchase price.  

The following is approximate conveyancing fees for Victoria. The 

indicative fee charged for a standard purchase is between $700 and 

$1500, and includes:  

 All conveyancing work as defined in the Legal Practice Act 1996. 

 All legal advice associated with the conveyancing work. 

 All legal work associated with the conveyancing work. 

 Disbursements associated with the conveyancing work. 

 All office costs (postage, faxes, phone calls, photocopying). 

 Providing of copies of Contract and Transfer to bank or lender. 

 Booking of settlement with client's bank or lender. 

 Settlement agency fees for settlements in Melbourne CBD. 

 Settlement attendance in Melbourne CBD. 

 Submission of Notices of Acquisition. 

 Post settlement follow-up on matters associated with the 

conveyancing work. 
 Goods and Services Tax (GST) 

Adjustment of shire/council rates and water rates 

This should be apportioned on the full amount depending on the 

payment cycle of the rates. If the property is purchased in January and 

the shire rates are paid up until September then the calculation would 

be for nine months payment, e.g. rates are $1,500 per annum. 

$1,500  12 x 9 = $1,125. 

javascript:popupWindow('/reference.asp#legal','500','400')
javascript:popupWindow('/reference.asp#conveyancingwork','500','400')
javascript:popupWindow('/reference.asp#conveyancingwork','500','400')
javascript:popupWindow('/reference.asp#disbursements','500','400')
javascript:popupWindow('/reference.asp#conveyancingwork','500','400')
javascript:popupWindow('/reference.asp#settlement','500','400')
javascript:popupWindow('/reference.asp#settlement','500','400')
javascript:popupWindow('/reference.asp#settlement','500','400')
javascript:popupWindow('/reference.asp#settlement','500','400')
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Loan establishment fees 

Mortgage registration costs, title searches transfer of 

land  

Mortgage Registration is approximately $80. 

Quote client $22 for Bank obtaining a title search before they are to 

prepare Mortgage documents. 

Establishment/application fees 

Establishment/application fees are determined by the individual lender. 

These can vary but a typical amount would be $600.  

Valuation fees 

The first valuation fee is usually included in the lenders establishment 

fee. Additional valuations will usually incur an additional fee - 

approximately $250 to $550. This should be verified with the individual 

lenders. 

Progress inspection fees – construction loans 

For construction loans, a fee may be charged for each progress 

drawdown inspection, e.g. $150. This means that at certain stages of 

construction the lender is required to pay further funds to the builder. 

These can vary from lender to lender and also the number can vary. 

There is usually four or five progress payments required but not all of 

them require a valuer inspection. In some cases, the lender will collect 

all progress payment fees up front, but in most cases will collect the 

fees throughout the construction period. 

Lender’s Mortgage Insurance (LMI) 

This premium is generally required for loans with Lending Value Ratio’s 

in excess of 80%. However, LMI may be required on LVR's less than 

80% dependent upon the loan product/type and lender policy. This has 

been discussed extensively and the calculations are listed throughout 

this section. 

Lender’s preparation discharge costs (Document 

handling fee/settlement fee) 

Most banks charge a fee to discharge an existing mortgage. The average 

fee is $300 to $400 but the client will need to verify the actual fee with 

their existing lender and also verify if there are any deferred 

administration/establishment fees or break costs 
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Home and contents insurance 

An approximate figure can be given mainly to remind the client that this 

will be an expense that they will incur. Building Insurance is the only 

necessary cover, although contents insurance should be suggested also, 

e.g. $500.00. 

Sundry 

It is usually advisable to quote an amount for sundry expenses that may 

occur along the way, e.g. extra title searches, photocopying, postage, 

etc. 

Remember: Always over quote rather than under quote….!!! 

Examples of the Individual Costing sheets, along with other useful 

resources, are available in the Members Area of the AAMC Training 

website (www.aamctraining.edu.au/) 

First home owners  

 First home owners are entitled to various grants and concessions. These 

may differ between State and Territory jurisdictions.  

For example, NSW has eliminated the established home from the grant 

scheme but instead will pay for a brand new home, a home that needs 

MAJOR renovation, or a home purchased off the plan 

View the website at www.firsthome.gov.au and follow the links through 

to your individual state for the details. Ensure that you print out the 

information and application forms for the relevant schemes available. 

PLEASE do not include the information notes when uploading your 

assessment. 

First Home Owner Grant (FHOG) 

The following information has been taken from the above website. 

First Home Owner Grant—general information 

The First Home Owner Grant scheme was an agreement made between 

the Federal and State governments in 1999 to introduce financial relief 

plus other concessions for people seeking to buy their first home.  

On 1st July 2000, the scheme became operative and has benefited 

thousands of people wishing to have a home of their own. An initial 

amount was granted to offset the impact of the introduction of the 

Goods and Services Tax (GST). The amount now varies between States 

http://www.aamctraining.edu.au/
http://www.firsthome.gov.au/
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The broad principles of the grant are: 

 Eligible applicants may currently be entitled to a one-off payment for an 

established home and for a house and land package or a newly built 

home that has not been occupied. In NSW and the ACT an established 

home that has been SUBSTANTIALLY RENOVATED may also be eligible. 

 The payment amount and eligibility varies between States. 

 The requirements applicable to your state can be found at the various 

State Revenue Office websites noted below. 

 Eligible applicants must be natural persons who are Australian citizens or 

permanent residents, who are buying or building their first home in 

Australia. Requirements vary between jurisdictions regarding the number 

of applicants who must be an Australian citizen or permanent resident 

and how old an applicant must be. Please select the State or Territory 

stated below to determine eligibility.  

 To qualify for assistance, neither the applicant nor their spouse (or de 

facto) could have owned a home previously, either jointly, separately or 

with some other person.  

 Neither the applicant nor their spouse (or de facto) must have claimed 

this grant previously. 

 An eligible home will be located in Australia and will be a new or 

established house, home unit, flat or other type of self-contained fixed 

dwelling that lawfully can be used as a place of residence.  

 An eligible home must be occupied by the applicant(s) as their principal 

place of residence within 12 months of settlement or completion of 

construction of the home. There are minimum periods of occupancy 

required by jurisdictions. Please select the State or Territory under More 

Information below to see if a minimum period applies.  

 Application for the grant must be made within 12 months of completion 

of construction or settlement of the home.  

 Assistance will not be means tested.  

 There is no tax payable on the grant.  

 Joint applicants will be restricted to a single application for a single 

property and only one payment will be made.  

Grant for construction—general information 

The conditions for commencement and completion of construction, in 

relation to comprehensive building contracts, new home purchases, 

owner builders, and off-the-plan purchases are tabled below: 

Each State and Territory Revenue Office is responsible for administering 

both the First Home Owner Grant and the Additional Grant in their 

respective jurisdictions. 
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State/Territory Website 

ACT www.revenue.act.gov.au 

NSW www.osr.nsw.gov.au 

NT www.nt.gov.au/ntt/revenue/ 

QLD www.osr.qld.gov.au 

SA * www.revenuesa.sa.gov.au 

TAS www.sro.tas.gov.au 

VIC www.sro.vic.gov.au 

WA  www.finance.wa.gov.au 

 

Further information to assist you with the First Home Owner Grant: 

 The application is lodged though the funding institution and paid to that 

institution on the date of settlement. 

 It can be used to cover fees and charges and towards the deposit on the 

property purchase depending on the application submitted and the 

lender.  

 Any surplus grant monies are paid to the loan account of the applicants. 

 Applicants can apply for the grant directly and receive the monies in their 

account where no finance is involved. 

 The State Revenue Office requires 10 days for approval and 10 days for 

any adjusted settlement dates. 

 The property must be the applicant’s principal place of residence. They 

must occupy the property within 12 months of settlement or completion 

of construction for between 6 to 12 months (varies between states) 

This grant commenced on 1 July 2000 and is a one-off payment. 



 

 

Understanding Financials, Loan Application Process 

 

 

   

134 © AAMC Training Group  Learning guide V2.1 

 ACT NSW NT QLD SA TAS VIC WA 

Capped  
amount  

$750K $650K contract 
to 30 June 2014 
$750K contract 
from 1 July 

2014 

$600K $750K $575K No limit $750K $750K <26th 
parallel 
$1m >26th 
parallel 

Stamp duty 
concession 

Y Y Y Y N Y Y Y 

Established 
home 

N N N N N N N PART 

New home Y Y Y Y Y Y Y Y 

Off the plan Y Y Y Y Y Y Y 
 

Y 

Substantial 
renovation 

Y Y N N N N N N 

Minimum 

residency 

12 mths 6 mths 6 mths 6 mths 6mths 6 mths 12 mths 6 mths 

Grant 
Amount 

$12,500 $15,000 
reducing to 

$10,000 in 2016 

$26,000 $15,000 $15,000 $7,000 to 
30 June 

2015 
$10,000 

from 1 July 

2015 

$10,000 $10,000 for 
NEW homes 

$3,000 
for 

established 

 

Important: The application for the First Home Owner Grant must be 

completed by the borrower in their own writing. 

Frequently asked questions 

Q: Who is eligible for the grant? 

A: Anyone who can meet the following criteria: 

 Buying or building your first home as a natural person, not as a 

company or trust; 

 One applicant who is an Australian Citizen or a permanent 

resident of Australia; 

 You or your spouse (including de facto) have not owned a home 

in Australia prior to July 2000, this includes investment homes; 

 You or your spouse (including de facto) have not resided in a 

residential property in Australia in which you acquired an interest 

on or after 1 July 2000; 

 At least one applicant will occupy the home as your principal 

place of residence for a period of 6 to 12 months (depending on 

State)within one year of completion of the transaction to which 

the application relates; 

 Each applicant must be at least 18 years of age; 

 You or your spouse (including de facto) has not already received a 

grant. 

Q: If people buy a house together and neither has owned a house 

before, can they get more than one grant? 



 

 

Understanding Financials, Loan Application Process 

 

 

  

Learning guide V2.1 © AAMC Training Group 135 

A: No, only one grant is payable for the same eligible transaction. In 

the case where two or more persons jointly purchase or build their 

first home and they will all reside as their principal place of 

residence, they will receive only the one grant. 

Q: If I receive the grant, will it affect my eligibility for other home 

grant assistance? 

A: No, you may still be eligible for other grants. 

Q: If I run a business from home, will I be eligible for the grant? 

A: Yes, as long as you meet the eligibility criteria. 

Q: If I owned vacant land before 1 July 2000, will I be eligible for the 

grant? 

A: Yes, owning vacant land will not affect your eligibility before or 

after 1 July 2000. 

Q: I purchased a transportable home, after 1 July 2000, to erect on a 

block of land that I previously owned. Will I be eligible for the 

grant? 

A: Yes, provided that the house is fixed to the land and may lawfully 

be used as a residence. The transaction can be completed on the 

date the home is made complete and ready for occupation. 

Q: Will I be eligible for the Grant if I intend to purchase and live in a 

caravan? 

A: No. If the caravan is situated in a caravan park and you do not 

have interest in the land, you will not be eligible. 

Q: My parents are going on the Certificate of Title to enable me to 

own the home. Am I still eligible for the Grant? 

A: If a home is purchased in joint names, all parties are required to 

be first home buyers. Therefore, you will not be eligible if all 

applicants do not meet eligibility. 

Q: I own commercial property but have never owned a residential 

property. Do I still qualify for the grant if I purchase a home? 

A: Yes, commercial property is not recognised as residential property. 
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Assessment  

Now you have finished this section, Loan Applications MCQ 2 is to be 

completed.  

These multiple-choice questions are found in the Online Content and 

Assessments section of the AAMC Member Area. Once you have 

completed each assessment, you will be immediately advised of your 

competence via an automated email. Once you are successful, you may 

continue on to the next section. 

 


