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INTEREST RATE INCREASES

As the money markets predicted, the
official cash rate increased to 5.50%
per annum at the last RBA Board
Meeting.

This rate rise was in line with market
expectations, with markets anticipat-
ing a further 25 basis point rise in the
coming months.

Opening Quote:

"Being a champion doesn’t mean beating the others, it

means beating yourself."

- Anonymous
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Economic data such as wage rate
and inflationary figures suggests
that interest rates may rise by
another 25 basis points (0.25%).

Current Market Information
As at the 23 March 2005

Official Cash Rate: 5.50%
U.S. Federal Funds Rate: 2.75%

90 Bank Bill Dealers Rate:5.84%
10 Year Bonds (Indicator): 5.725%

All Ordinaries: 4225.5
Aust. Dollar (US Cents): 78.48

Source: Australian Financial Review (23 Mar 2005)

Where to from here? Economic data
is mixed, but we are of the view that
we will see another 25 point rise and
then a stabilizing of rates in the me-
dium term.

This is driven by strong employment
increases, leading to inflationary
wage growth concerns. This is
against an overall backdrop of falling
consumer confidence by many indica-
tors in recent months.

As a result, fixed interest rates do not
appear as attractive as before — this
of course does depend on your indi-
vidual borrowing scenario.

With the benefit of hindsight, many of
our clients have missed the opportu-
nity to review their borrowing struc-
tures. Fixed rates have already risen
as secondary markets have priced in
the prospects of rate increases. As
a result, many borrowers are seeking
to fix their interest rates before the
opportunity passes them by.
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LAUNCH OF THE MCP BUSINESS
FINANCE PACKAGE

MCP Group are pleased to announce
the launch of the business finance

package, which has been tailored to
meet the financial and legal needs of
the small to medium sized business
owner.

Initially, we can offer an objective,
prompt and obligation free assess-
ment of you current finance and busi-
ness banking arrangements including
a free legal review.

With the package, MCP Group offers
to review existing business banking
arrangements and prepare technical
financial submissions which will in-
crease the probability of finance ap-
proval. Our legal divisions will also
be available to assist with commercial
conveyancing services, reviewing
purchase contracts and providing as-
set protection advice.

MCP Group’s
Finance Package is
an integrated
approach to meet-
ing the financial and
legal needs of the
small business
owner. Please refer
to our website or
brochure for further
information.

This package will provide many real
benefits to the small to medium busi-
ness owner including knowledge of
the relevant financial institutions to
best suit your business needs, saving
you money through appropriate pric-
ing structures.

MCP Group provides services to you
as one team by qualified profession-
als with the highest ethical standards
(lawyers, chartered accountants and
bankers). Please contact our office
on (03) 9620 2001 if you have any
further queries regarding our financial
package.

' wWww.mcpgroup.com.au



YOUR QUESTIONS ANSWERED

The MCP team will endeavour to an-
swer a selection of our clients’
queries in each edition of our monthly
newsletter. To submit your query
please contact our office by phone on
(03) 9620 2001 or by email
(enquiries@mcpgroup.com.au).

Finance

My partner and | wish to purchase
a home but have substantial per-
sonal debt. Should we pay off our
personal debt first or save for a
deposit for our first home?

Generally, it is always advantageous
to pay off your personal debt first as
credit cards and personal loans are
very expensive to service (they nor-
mally incur double digit interest rate
charges).

Lenders look for a consistent savings
history which emulates periodic loan
repayments in a potential first home
buyer. Typically, saving five (5) per-
cent of the purchase price is neces-
sary to meet the minimal deposit re-
quirement, plus allowances need to
be made for acquisition costs.

The reduction of personal debt may
enhance your servicing capacity but
will affect your ability to save. To gen-
erate a regular savings pattern and
accelerate you entry into the property
market it may be beneficial to make
minimum repayments to existing debt
and direct more of your disposable
income into your savings account. In
other cases it may be necessary to
reduce or eliminate existing debt
where your income and ability to ser-
vice new debt is not so strong, this
however will delay your entry into the
market.

In any case all first home buyers
should develop and understanding in
the early stages on how personal
debt may affect ones ability to obtain
finance and enter the property mar-
ket. It may be worthwhile speaking to
an MCP Account Manager when you
establish your intention to enter the
market.

Legal

I am a business owner and have
heard about Retention of Title
Clauses through a business ac-
quaintance. Can you please briefly
outline this legal concept?

A Retention of Title Clause may be
found in a well-drafted contract for the
supply of goods. Such a provision
allows a seller to delay passing title or
ownership of the goods to the buyer
until a specific condition is fulfilled,
usually the full payment for the
goods, despite the goods being in
possession of the buyer.

Do | need a written contract for
every transaction?

Generally no, however there are cer-
tain exceptions that require a written
contract such as the purchase of real
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COMMERCIAL
LAWYERS

DEBT COLLECTION INDUSTRY
GUIDELINES

The Australian Competition and Con-
sumer Commission (ACCC) and Aus-
tralian Securities and Investments
Commission (ASIC) have recently
released their joint draft debt collec-
tion guideline which is currently avail-
able for public consultation (February
2005).

These guidelines are most relevant to
the debt collection industry including
prohibitions against misleading and
deceptive conduct, harassment and
coercion.

This industry has undergone exten-
sive changes since the ACCC re-
leased Debt collection and the Trade
Practices Act was introduced in 1999.
This draft document provides guid-
ance to the debt collection industry on
how to avoid breaches of these laws,
as well as the broader provision of
information to consumers who are
subject to debt collection activity.

The new draft guidelines reflect not
only recent relevant court decisions,
but also changes in the industry's
evolving structure and practices. The
joint guideline acknowledges the role
of ASIC in enforcing federal con-
sumer protection legislation in relation
to all financial services. This is a role
ASIC did not have in 1999.

THE LEGAL REQUIREMENTS
OF RECORD KEEPING

Record Keeping

Good business records help you

manage your business and make
sound business decisions. They are
also useful if you want to sell your
business. A good record keeping sys-
tem will also enable you to better
manage your tax obligations. It will
save you time and money when you
prepare your activity statements and

annual  income

Legislation con-
tained in the
Corporations Act
(2001) requires
business records
to be kept for a
minimum of

‘ seven (7) years.

tax return, and if
your business is selected for a com-
pliance review.

Legal requirements

Under tax law, if you are carrying on
a business you must keep records
that record and explain all transac-
tions. These records include any
documents that are relevant for the
purpose of calculating your income
and expenditure. You must keep your
records in writing in the English lan-
guage or, if not in a written form (for
example, in an electronic form such
as a computer system), in a form that
is readily accessible and convertible
into English.

Legal Time Frames

Any books of accounts, records or
documents relating to the preparation
of your income tax return must be
retained for at least five years.

FBT legislation requires records to be
kept for five years. Other statutory
provisions, such as corporate law,
require a company to retain records
for seven years after completion of
the transaction to which they relate.

Please also keep in mind the Statute
of Limitations.

HEIGHT CONTROLS FOR
RESIDENTIAL AREAS: COUNCIL
PLANNING RESTRICTIONS (CASE
STUDY)

With a growing family and successful
business, Angelo was in for a sur-
prise when he recently decided that it
was time to extend his 3 storey, 4
bedroom home in the inner north-
eastern suburbs. “I thought that we
expand upwards, perhaps add a mez-
zanine,” Angelo says. “I didn’'t want to
expand outwards because it's not a

' www.mcpgroup.com.au



big block and the kids have been nag-
ging for a pool”.

After consulting with his architect,
Angelo learned that his plan could be
blocked by his local council after re-
cent changes made by the Victoria
State Government.

In a reinforcement of ResCode’s rec-
ommendations, a new zone will be
created which will give local councils
the option of making the nine metre
height a maximum limit, with a 10 me-
tre limit on sloped areas.

Since Angelo’s planned renovations
pushing the height of his house to 9.5
metres on a flat block, it is unlikely
that they would be allowed by his lo-
cal council. “There’s been a bit of de-
velopment in the area recently, and |
know that height controls have been a
concern with locals who prefer the
traditional low-rise neighbourhoods,”
Angelo admits. “My planned renova-
tions would have made my house the
tallest in the street by a good couple
of metres, and some of my
neighbours reckon it would over-
shadow their backyards too much.”

Council restrictions imply that most
residential dwellings are to be a maxi-
mum of nine (9) metres in height for
flat allotments and a maximum height
of ten (10) metres with sloped allot-
ments.

His next door neighbour, Millie, is cer-
tainly relieved that Angelo has de-
cided to put his plans on hold for the
time being. “It was going to be ridicu-
lous — he’s already gone overboard
with the three storeys. | complained to
the Council then and they said that it
was within existing guidelines and
there was nothing they could do
about it. It would have been fine if we
were in a suburb where the houses
are far apart and the blocks are big,
but most of the houses here are on
small blocks and very close together,
and there are many terrace row
houses which don’t get much sunlight

as it is, let alone if tall houses nearby
start blocking out the sun.”

Angelo is now contemplating moving
his family out to an outer city fringe
suburb where he can build the house
of his dreams.

He vows that he will be checking on
local planning restrictions before he
makes any decisions on where to
buy. “I wish that | had thought about
this 11 years ago when | first bought
this house, “ Angelo observes. “It's
really important to consider the
neighbourhood’s character and how
your plans will fit in before you go
signing any contracts and handing

over the cash.”
FINANCE

/

SMALL BUSINESSES AND
BANKING - IS IT CHANGING?

There has been considerable com-
mentary of late about the relation-
ships that SME’s have with lending
institutions. A report commissioned
by the Flinders University of South
Australia found that the major trends
with SME’s and money issues were:

e Major banks account for 77% Mar-
ket Share, but it is declining;

e Approximately two thirds of SME
have been with their financier for
over five years, but loyalty is di-
minishing with many SME’s having
secondary providers;

e The main reasons for contemplat-
ing changing financiers is their
service levels, pricing and avail-
ability of credit; and

e SME'’s that have switched provider
in the last three years were gener-
ally the most satisfied in terms of
fees and charges.

The financiers are responding, albeit
slowly, to the needs of SME’s. In re-
cent reports compiled by the Austra-
lian Financial Review, MCP Group’s
David McCleery was quoted as say-
ing that the banks are responding
with more flexible product features,
such as redraw and early repayment
options.  “There is a lot of fear and
anxiety about changing banks and
many SME’s do not how to go about
it”.

Further, “Business banking can be a
complex area. Most of the time, cli-
ents have options and they should
review their banking arrangements

annually — just as they might with
other suppliers to their business”.

For a full copy of this research or spe-
cial reports please contact our office.

MONTHLY VERSUS FORTNIGHTLY
OR WEEKLY LOAN REPAYMENTS

MCP encourages clients to make
weekly or fortnightly loan repayments
on principal & interest loans, as op-
posed to monthly. If repayments are
made on a weekly basis, 52 repay-
ments per year are made. If you pay
fortnightly 26 repayments are made,
with 12 made when paying
monthly.  This seems simple, with
the underlying factor being the repay-
ment frequency.

To explain — there are two weeks to a
fortnight, 4.33 weeks to a month and
2.167 fortnights to a month. By repay-
ing monthly, it is equivalent to 24 fort-
nightly repayments or 48 weekly re-
payments per year. The extra 0.33
weeks and 0.167 fortnights per month
result in a slighter higher frequency of
repayment and a subsequent saving
in interest cost.

FINANCIER NEWS
ANZ Bank

The Rapid Refinance option is a new
tool used by the ANZ Bank to enable
the disbursement of funds into the
applicant’'s nominated bank account
before the ANZ Bank physically re-
ceives the title of the security property
from the other financial institution.

The benefits of using this method
over the normal refinancing process
are as follows:

1. Client use of their ANZ loan and
supplementary lending sooner;
and

2. Less time spent on following up
their existing lending arrange-
ments.

This new tool may quicken the refi-
nancing process by up to 10 business
days, allowing them to gain access to
their funds sooner. The customer
does not need to pay an additional
fee for this service as the Title Insur-
ance Premium (“TIP”) is covered by
the ANZ Bank.

Bankwest

Outlined in the February edition of the
MCP Group monthly newsletter,
Bankwest's Gold Home Loan Product
has been recently modified to be ex-
tremely competitive with all other fi-
nanciers in the lending market for top
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tier borrowers. The following rates
are applicable:

e $250,000 to $499,999: A 0.20%
pa discount applies (rate of 6.82%
pa);

e $500,000 to $749,999: A 0.35%
pa discount applies (rate of 6.67%
pa); and

e $750,000 or greater: A 0.45 dis-
count applies (rate of 6.57% pa).

A $700 establishment fee (includes
valuation and legals) and a $12
monthly fee will applies and comes
complete with a range of loan extras
(redraw and flexible loan repayments
etc).

Colonial Bank / CBA

Commonwealth’s Economiser loan
has a three (3) year loaded discount
of 0.16% p.a. (i.e. the interest rate for
the first three years will be 6.65%
p.a.) reverting to the basic variable
rate of 6.81% p.a. There is an estab-
lishment fee of $600 (including legal
and valuation fees) and an account
keeping fee of $8 (home loan) or $12
(line of credit loan) per month.

GE Commercial

Formerly targeted towards the corpo-
rate, larger business banking envi-
ronment, GE Commercial are now
branching out towards the small to
medium business sector.

They are now looking to lend to
SME'’s (small to medium enterprises)
with smaller loan limits and transac-
tion sizes.

Unlike other commercial financiers,
GE Commercial will lend against a
business’ non property assets, and
does not require any such evidence
of cash flow for serviceability pur-
poses. GE has policies that will al-
lows a loan of up to 85% against eli-
gible accounts receivable, 60%
against inventory, 85% against plant
and equipment and 50% against the
quick sale value of property.

ING Bank

The ING pre-approval period has
been extended, due to the constant
requests of the conservative home or
investment buyer. Previously, the
pre-approval was available for a
three month period. All ING pre-
approvals are now valid for a period
of six months. Please note that stan-
dard credit assessment applies for

full approval.

Westpac Bank

The Westpac Bank will now offer
their discounted First Option Home
Loan through the broker channel.
This product, with the discounted
rate, was previously available solely
through Westpac’s internal branch
network.

The loan has an applicable interest
rate of 6.62% p.a. with a loaded dis-
count 0.12% p.a. which applies for
the life of the loan (inclusive of the
RBA'’s increase in interest rates). A
$600 establishment fee and an $8
monthly fee will apply.

Westpac are also seeking to in-
crease their range of mortgage prod-
ucts. They will soon offer a ‘no genu-
ine savings’ loan option which is also
known as a 90/10 product, permitting
the borrower to lend at a L.V.R. of
90% assuming they have at least
10% of the purchase price to contrib-
ute to the property acquisition.

Additionally, they will soon offer a low
document line of credit and family
guarantees.

In other news, the premier advantage
package annual fee will increase to
from $300 to $375 p.a. Additional
benefits will be offered with this pack-
age which will be announced in the
near future.

MCP GROUP FOOTY TIPPING
COMPETITION FOR THE 2005
AFL SEASON

The MCP Group is pleased to be
hosting an AFL Footy Tipping Com-
petition this year.

The competition can be accessed

Front of a Hawthorn Defender

which will be matched by the MCP
Group.

\If you have already paid for your
entry for the tipping competition,
please visit our group website to
register and submit your tips.

We wish you every success in your
footy tips this year.

through our website at
WWW.mcpgroup.com.au.

A donation of $5.00 will be made to a
charity (of the $25.00 entry fee),

Emma van Leest

December Saints

recent works

5 — 16 April 2005
Opening 6-9pm
Tuesday 5 April

Seventh Gallery Inc.
155 Gertrude Street
Fitzroy Vic 8065
Hours: 126pm
Tues - Sat

seventhgalleryine

Emma van Leest, executive
assistant in our legal area, invites all
associates of MCP Group to the
opening of her upcoming art exhibi-
tion.

'www.mcpgroup.com.au



‘ Level 7, 520 Collins Street

Melbourne VIC 3000
’ Phone: (03) 9620 2001
GROUP Facsimile: (03) 9620 2002

WWW.mcpgroup.com.au

INTEREST RATE SCHEDULE

A selection of our financiers' most competitive Interest Rates. Rates displayed are generally discounted - and may not apply to your situation.
This is a guide only. Comparison Rates are available upon request. Please note that these rates are current as of the 15th March 2005.
Due to the recent increase in the official cash rate the interest rates provided below may be subject to change.

Retail Lending Variable Rates (Inclusive of Discounts) Fixed Rates Commission Rates (%)

Featured L.O.C. Basic Lo Doc 1Yea r 2 Year 3 Years 5 Years Upfront Trall

CBA 6.72% 6.72% 6.81% 6.92% 6.79% 6.89% 6.89% 6.99% 0.70% 0.25%

Westpac 6.62% 6.77% 6.62% 6.62% 6.95% 6.59% 6.89% 7.15% 0.50% 0.25%

AMP Bank 6.89% 6.89% 6.89% 6.99% 0.50% 0.25%

Adelaide Ban k 6.79% 7.42% 6.79% 7.32% 6.75% 6.75% 6.80% 6.99% 0.60% 0.25%

6.99% | 6.99% | 6.99% ] 6.99% [ 0.50% | 0.25%

Citibank 6.75% 6.95% 6.75% N/ A 6.99% 6.99% 7.05% 7.15% 0.65% 0.25%

HSBC Bank 6.87% 7.03% 6.69% 6.87% 7.05% 7.05% 7.09% 7.15% 0.60% 0.25%

ING Bank 6.89% 6.89% 6.89% 6.99% 0.60% 0.25%

Macquarie 6.80% N/ A 6.80% 7.55% 7.15% 7.15% 7.09% 7.09% 0.60% 0.25%

6.84% | 6.84% | 6.84% | 6.94% [ 0.60% | 0.25%

Suburban Management 6.74% 7.40% 6.74% 7.24% 7.40% 7.40% 7.45% 7.50% 0.60% 0.25%

MAJORS

OTHER LENDERS

Must be fully secured by Residential Property - Rates are Indicative Only. More lenders available upon Request (Selection provided only).

Commercial Lending Variable Base Rates Fixed Rates
Standard Overdraft 1 Year 2 Year 3 Years 5 Years

7.67% 7.67% Available Upon Request

ING Bank 7.60% 8.70% 7.70% 7.70% 7.75% 7.80%

Citibank 8.35% 8.45% 7.94% 7.99% 7.99% 8.09%

Bankwest 7.40% 7.49% Available Upon Request

Members Equity 7.49% Available Upon Request

St George 8.30% 8.67% Available Upon Request

Must be fully secured by Commercial Property - Rates are Indicative Only. More lenders available upon Request (Selection provided only).

As Comparison Rates may be misleading in some instances (the rates we quote are subject to specific criteria being satisfied). Comparison
Rates are provided upon request, tailored to your specific scenario for any number of products. A comparison rate schedule (based on Standard
Variable & Fixed Rates only) is provided on our website.

WWW.mcpgroup.com.au



