Advantedge Financial Services Pty Ltd

Level 10, 101 Collins Street, Melbourne VIC 3000 t. x
Phone: 1300 54(:)3 I558 e Con nec Lve

Email: ACL@advantedge.com.au | essentials.

Changes to the way we calculate upfront broker
commissions for Advantedge home loans, clawback
model, and commission payments cycle

Advantedge is changing the way upfront commissions are calculated for Connective Home Loans
Essentials home loans — including both new loans and variations.

Effective Monday 12 November 2018, the upfront commission for Connective Home Loans
Essentials home loans will be calculated based on the drawn loan balance, instead of the total
approved facility amount.

The changes centre around the importance of ensuring customers obtain a loan which is
appropriate for their needs in terms of size and structure, is affordable, is applied for in a compliant
manner, and meets the customer’s objectives at the time of seeking the loan.

These changes are in line with the reforms agreed to by the Combined Industry Forum, and align
with the recommendations of the ASIC Broker Remuneration Review and Sedgwick reports.

We are also making changes to the Advantedge clawback model, and commission payments
cycle.

Advantedge is committed to ensuring we continue to deliver good customer outcomes — and
supporting brokers to do this, and maintaining confidence in the mortgage broking industry.

Changes to how we calculate upfront commission

Effective Monday 12 November 2018, the upfront commission you will receive for a Connective
Home Loans Essentials home loan (includin% both new loans and variations) will be calculated
based on the drawn loan balance on the 5" calendar day after drawdown, instead of the total
facility amount.

Please see below for full details:

Connective Home Loans Essentials™ is funded by the Advantedge Residential Loan program. AFSH Nominees Pty Ltd (AFSH) ACN 143 937 437 Australian Credit
Licence 391192 is the program lender and Advantedge Financial Services Pty Ltd (Advantedge) ACN 130 012 930 Australian Credit Licence 391202 is the program loan
servicer. The program is funded under arrangements with National Australia Bank Limited gmNAB). Each of AFSH and Advantedge are members of the NAB Group. NAB
does not guarantee the obligations of its subsidiaries. Connective Home Loans Essentials™ is distributed by Connnective Credit Services Pty Ltd ACN 143 651 496
Australian Credit Licence 389328.
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New calculation, effective

Loan type  Current calculation Monday 12 November 2018

New loan |Upfront commissionis |Upfront commission for new loans approved
calculated based on the |and instructed from Monday 12 November
total loan facility. 2018 will be calculated based on the drawn
loan balance on the 5" calendar day after
the date of drawdown.

New calculation
Net Balance at the date of drawdown + 5
calendar days * Commission %

Net Balance includes the drawdown
amount, prepayments, fees, applied interest
(not accrued) and transactions.

Note: Construction loans will continue to be
calculated based on the settled limit.

Variations |Upfront commissionis |Upfront commission for variations involving
calculated based on the |increases approved and instructed from

total facility increase Monday 12 November 2018 will be

amount. calculated based on the net debt increase
on the 5" calendar day after the loan is
drawn down.

New calculation
Net debt increase * Commission %

The net debt increase is established by
calculating the difference between:
a. Loan account balance on the day
before the date of drawdown, and
b. Loan account balance on the 5"
calendar day following the date of
drawdown.

Connective Home Loans Essentials™ is funded by the Advantedge Residential Loan program. AFSH Nominees Pty Ltd (AFSH) ACN 143 937 437 Australian Credit
Licence 391192 is the program lender and Advantedge Financial Services Pty Ltd (Advantedge) ACN 130 012 930 Australian Credit Licence 391202 is the program loan
servicer. The program is funded under arrangements with National Australia Bank Limited ngAB). Each of AFSH and Advantedge are members of the NAB Group. NAB
does not guarantee the obligations of its subsidiaries. Connective Home Loans Essentials™ is distributed by Connnective Credit Services Pty Ltd ACN 143 651 496
Australian Credit Licence 389328.
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Subsequent drawdowns
If a customer retains funds to be used at a later date, we will pay upfront commission on the
subsequent drawdown amount (i.e. on loan funds used after the initial drawdown), provided the
initial settlement occurs after Monday 12 November 2018 and the subsequent drawdown:

a) Occurs on or after the 6™ calendar following the initial draw date; and

b) Occurs within 12 months of the initial drawdown date; and

c) Is for an amount equal to, or greater than $20,000, up to the maximum loan split limit.

The maximum commission payable for a subsequent drawdown must not exceed the
commission that would have been payable if the loan account was fully drawn as at 5 calendar
days after the initial settlement date.

Advantedge will not pay upfront commission for subsequent drawdowns on construction loans,
variations, or if the purpose of the subsequent drawdown is not disclosed in the loan application.

New Advantedge clawback model
Advantedge will make the following changes to its clawback model for new loans and variations
approved and instructed from Monday 12 November 2018 as follows;

Current calculation New calculation

0-12 months: 100% clawback
13-24 months: 50% clawback
>24 months: 0% clawback

0-18 months: 50% clawback
>18 months: 0% clawback

Changes to the Advantedge commission payments cycle

The Advantedge commission payments cycle will now be paid twice per month, on the 12" and
26" of each month, instead of on the day of settlement. This will commence with the first payment
on Monday 26 November 2018.

Pipeline process
e Commission will be calculated and paid based on the new model (including the new
clawback model) for all eligible Connective Home Loans Essentials home loans approved
and instructed from Monday 12 November 2018.

Connective Home Loans Essentials™ is funded by the Advantedge Residential Loan program. AFSH Nominees Pty Ltd (AFSH) ACN 143 937 437 Australian Credit
Licence 391192 is the program lender and Advantedge Financial Services Pty Ltd (Advantedge) ACN 130 012 930 Australian Credit Licence 391202 is the program loan
servicer. The program is funded under arrangements with National Australia Bank Limited ngAB). Each of AFSH and Advantedge are members of the NAB Group. NAB
does not guarantee the obligations of its subsidiaries. Connective Home Loans Essentials™ is distributed by Connnective Credit Services Pty Ltd ACN 143 651 496
Australian Credit Licence 389328.
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We’re here to support you

To ensure you are supported through these changes, please see the following:
e Broker remuneration change pack and scenario guide
e Broker remuneration changes - FAQs

If you have any questions, please contact your Connective Home Loans Essentials
Business Development Manager.

Regards,

i

Brett Halliwell
General Manager
Advantedge Financial Services
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