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EXECUTIVE SUMMARY
The Mortgage Broker Regulators’ Council of Canada (“MBRCC”) is an inter-jurisdictional
association comprised of senior officials of regulators of the mortgage brokerage industry in
their respective jurisdictions across Canada. The MBRCC strives to improve and promote the
harmonization of mortgage broker regulatory practices across Canada to serve the public
interest.
Mortgage product suitability is a priority for regulators in Canada and abroad. Mortgages often
represent the single largest financial commitment consumers make. The suitability of mortgage
option(s) and advice Canadian consumers receive from mortgage brokers is of key interest to
the MBRCC and its members.
The MBRCC committed to assessing the role of mortgage brokers as well as their practices and
processes in ensuring that their advice and the mortgage option(s) they provide are suitable for
borrowers. To do so, the MBRCC sought to first identify a benchmark of current industry
practices in relation to new residential mortgage transactions and then develop a better
understanding of the current practices and processes of licensed mortgage brokers in Canada.
The Financial Services Commission of Ontario (FSCO), acting on behalf of the MBRCC, worked
in collaboration with industry stakeholders to map the activities of mortgage brokers in a typical
residential mortgage transaction. FSCO’s Product Suitability Project Team (“Project Team”)
received input from industry representatives regarding activities mortgage brokers ought to
engage in from initial contact with a prospective borrower through to the closing of the
transaction. The input received was used to establish a benchmark for industry practices.
The Project Team used standard industry practices to develop the 2014 Mortgage Broker
Questionnaire (“Questionnaire”). The Questionnaire was designed to survey mortgage brokers
in Canada to develop a better understanding of their current practices and the degree to which
these practices align with the benchmark for industry practices. Stakeholders were also
consulted to provide feedback to the Questionnaire.
Participation to complete the survey was open to licensees in all MBRCC members’ provinces.
Members representing Ontario, Alberta and Newfoundland & Labrador volunteered to use this
Questionnaire to survey selected mortgage brokers in their respective jurisdictions.
The results of the review are presented in detail in this report. However, the following represents
a summary of the findings:
a) Mortgage Broker Profile
o 88 per cent of respondents indicated they have been licensed for up to 10 years
o 62 per cent indicated they do not hold professional designations
o Mortgage brokering as primary source of income:
– 45 per cent Ontario respondents
– 89 per cent Alberta respondents

August 2014

1

MBRCC Mortgage Brokering Product Suitability Review Report
–

75 per cent Newfoundland & Labrador respondents

b) Knowledge of Clients and Products
o 95 per cent of respondents indicated they “Always” gather information from
borrowers to assess their financial situation and personal circumstances
o 96 per cent of respondents indicated they “Always” use the information obtained
from borrowers to determine their mortgage needs and ability to qualify for a
mortgage
c) Product Option(s) and Documentation
o 89 per cent of respondents indicated they “Always” prepare mortgage option(s)
based on the needs identified and in consideration of the borrower’s financial
situation and personal circumstances
o 53 per cent of respondents maintain records showing the reasons for the
option(s) provided or advice given
d) Disclosure
o 89 per cent of respondents indicated they “Always” disclose the method of
compensation
o 95 per cent of respondents indicated they “Always” disclose conflicts of interest
o 93 per cent of the respondents indicated they “Always” provide the Cost of
Borrowing Disclosure form
e) Financial Literacy of Clients
o 85 per cent of respondents indicated they “Always” assess the borrower’s
financial literacy
o 97 per cent of respondents indicated their role is to educate their clients on
mortgage products in general
The results from the Questionnaire will provide valuable information to the MBRCC and all its
member regulators in understanding current industry practices when considering product
suitability during a new mortgage brokering transaction. Individual mortgage brokers will be able
to evaluate their own practices and identify areas of improvement. These results will also help to
identify and develop the next stage(s) of the MBRCC review
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PURPOSE
The suitability of financial services products is of critical importance to consumers, market
participants and regulators alike. This is particularly the case for mortgage brokers and
mortgage broker regulators following the financial crisis of 2008. Rampant unsuitable residential
mortgages are considered to be a primary contributing factor to the financial crisis in a number
of economies. As a result, it has become clear to regulators worldwide that mortgage suitability
is important in protecting individual borrowers and safeguarding the health of national
economies.
Mortgage loans often represent the single largest financial commitment consumers make, and,
mortgage brokers play a significant role in the borrowing process. Mortgage brokers are
licensed professionals who assist consumers in the borrowing process by gathering and
providing information, identifying lenders and mortgage option(s) and completing the
applications for lender approval. As a result, the processes and practices of mortgage brokers
can be instrumental in terms of ensuring mortgage product suitability.
Internationally, a variety of regulatory responses have been adopted to ensure that mortgage
broker processes and practices result in suitable advice and option(s) being provided to
borrowers. The United Kingdom, Australia and the United States have each developed different
approaches to regulating the conduct of mortgage brokers as it relates to suitability.
At home, the increasing mortgage debt load in the low interest rate environment has raised
concern within the federal government regarding the long-term suitability of mortgages; spurring
repeated revision and tightening up of the rules for government-insured mortgages. Additionally,
government is currently focused on financial literacy, which is considered an important skill that
enables consumers to make informed decisions.
To determine the role of mortgage brokers in ensuring Canadians receive suitable mortgage
option(s) and advice, the MBRCC conducted a review to assess their current processes and
practices. As part of this review, the MBRCC sought to identify industry benchmarks in the
mortgage brokering transaction process. The review also considered the mortgage broker’s role
in supporting the financial literacy of their clients.
This was an information-gathering exercise for MBRCC to be better informed of industry
practices. It was not based on the level of complaints received nor any concerns or problems
identified.
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DEFINITIONS AND DISCLAIMERS
Mortgage product suitability – In the consultations with industry and in assessing international
regulatory responses to the role and practices of mortgage brokers in ensuring suitable advice
and products are provided borrowers, the MBRCC discovered there are various concepts of
“mortgage product suitability”. The main features of these concepts include the following:
o The appropriateness of the mortgage in light of the borrower’s needs and circumstances;
o The affordability of the mortgage / the borrower’s ability to repay; and
o The most appropriate option(s) based on the products and lenders that are available to
the mortgage broker.
Mortgage broker – Depending on the type of licence and the province in which it was issued, the
licensed professional brokering a mortgage transaction may be a mortgage broker, sub
mortgage broker, associate mortgage broker or mortgage agent. For the purposes of this report,
“mortgage broker” is used broadly to refer to all of these individuals.
Active mortgage brokers – A mortgage broker who has completed an application for a borrower
in which commissions were earned within the last 12 months. The focus of this study was
limited to mortgage brokers who are currently active in the market.
New Transactions – Any purchase, refinance or renewal that results in a new application with a
lender. The review focused on new transactions that included face-to-face interactions between
the mortgage broker and the borrower.
Residential mortgages – The focus of the review was limited to residential mortgage
transactions.
Benchmark - In the context of the mortgage brokering process, benchmark practices refers to
the standards that mortgage brokers follow and the actions that they take which represent an
ideal mortgage brokering process.
Disclaimer - This review focused on the activities of the mortgage broker and the prospective
borrower when arranging a typical residential mortgage transaction. The review did not take into
account, the quality and suitability of the advice given to the borrower in support of the product
option(s).

MBRCC’s METHODOLOGY
Beginning in the fall of 2013, the MBRCC consulted with stakeholders to develop a clearer
understanding of the practices and activities of mortgage brokers throughout the transaction
process. Particular attention was paid to the practices of mortgage brokers when developing
and providing option(s) and advice to borrowers. The consultative process involved discussion
between the Real Estate Council of Alberta (“RECA”) and selected industry representatives as
well as discussions between the Project Team and representatives from the Canadian
Association of Accredited Mortgage Professionals (“CAAMP”), the Independent Mortgage
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Brokers Association of Ontario (“IMBA”) and Ontario Real Estate Association (“OREA”). The
Project Team also held in-person discussions with selected mortgage brokers regarding their
individual practices.
The industry representatives provided the MBRCC with information regarding the activities
mortgage brokers ought to engage in for new residential transactions from the initial contact
between the mortgage broker and borrower to the close of the transaction. Based on the
information that was provided, the Project Team developed a flowchart representing the
MBRCC’s understanding of industry practices for mortgage brokers involved in new
transactions. Industry representatives were provided with the opportunity to review the flow
chart to ensure that it accurately reflected their input.
Using the flow chart as the benchmark, the Project Team also developed a Questionnaire to
survey mortgage brokers on their current practices. The Questionnaire was intended to provide
the MBRCC with a clearer understanding of the actual processes and practices that can
currently be found in the market. It would also provide the opportunity to assess these
processes and practices as identified by the industry.
MBRCC members representing Ontario, Alberta and Newfoundland & Labrador volunteered to
use the Questionnaire to survey selected mortgage brokers that are licensed or registered
within their provinces. Given the differences that exist between the provinces’ legislation and
regulations, the Questionnaire was revised and tailored to ensure its appropriateness for each
province.
In terms of sample size, 1,200 mortgage brokers in Ontario, 213 mortgage brokers in Alberta
and 75 mortgage brokers in Newfoundland & Labrador were selected to participate in the
survey. The participants from Ontario and Alberta were randomly selected. The participants
from Newfoundland & Labrador represent those mortgage brokers who were not licensed or
registered in another province prior to registration in Newfoundland & Labrador. It should also
be noted that participation was mandatory in Ontario but voluntary in Alberta and Newfoundland
& Labrador (see appendix 1).
The survey was conducted online from January 20, 2014 to February 19, 2014. The response
rate from the selected mortgage brokers was 87 per cent for Ontario, 26 per cent for Alberta and
27 per cent for Newfoundland & Labrador. (See appendix 1).
FSCO conducted follow-up, assurance visits with 55 Ontario participants in order to validate
their responses. A sample of files and records were reviewed by FSCO to determine the degree
to which the practices of the 55 mortgage brokers were consistent with their responses. No
material issues were identified that would call the survey results in to question.
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OBSERVATIONS
Stakeholder Consultations
1. Mortgage Brokering Process Industry Benchmark
The Project Team consulted with several stakeholder groups who were asked to:
•
•

Describe a typical residential mortgage transaction process from the initial contact with
the consumer to the closing of the transaction; and
Outline the industry benchmarks for determining suitable product option(s) during this
process.

Stakeholders explained that the process may begin in several ways. The consumer may initiate
an online application, phone a mortgage broker, connect via email or visit the mortgage broker.
As described by stakeholders, face-to-face discussions build relationships and trust and provide
an opportunity to educate consumers on mortgages. Discussions may occur over one or several
interactions or meetings with the client and should include the following steps:
Client Expectations - The mortgage broker and the client should have a common
understanding of the products and services that the client expects to be provided. The
nature of the services that the client expects from the mortgage broker should be clear,
e.g. does the client have a predetermined product in mind or does the client want
professional advice and/or product recommendation.
Disclosure to Client – The consumer should be provided with the range of products
and services that the mortgage broker can offer. Included in the disclosure is a
declaration of who the mortgage broker is representing, the mortgage broker’s
experience, knowledge, mortgage lenders available and potential conflicts of interest.
Fact Finding - Where product recommendations or professional advice are sought by
the client, the mortgage broker should obtain such information about the client as is
reasonable in the circumstances. For example, relevant information from the client to
determine the client’s life stage and available funds, their short and long-term plans, risk
tolerance, past experience and knowledge of mortgage products as well as any early
payment penalty issues.
Needs Assessment – Based on the facts and information obtained from the client, the
mortgage broker should identify the client’s mortgage financing needs. The resulting
recommendation is dependent on the client’s personal and financial circumstances.
Recommendations and Advice – The types of available mortgage products based on
the client’s needs and financial resources is explained. The information includes the
potential sources of funding.
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Preparation of Mortgage Application – When the client accepts the recommendation,
applicable documentation is obtained to verify the client’s identity, credit information,
verification of income, proof of down payment and a purchase/sale agreement. If
available, an existing mortgage statement and property appraisal should also be
collected. These documents may also be collected from the client at an earlier stage
during fact finding. A written record of the mortgage broker’s option(s) or
recommendations and client’s decision should be maintained.
Stakeholders explained that the above steps do not necessarily occur in a particular sequence
but should take place at some point during the mortgage transaction.
The amount of information gathered, level of documentation and the extent of the needs
assessment will vary depending on the nature of services to be provided, the client’s
circumstances and the complexity of the products. There are clients who possess a high
degree of knowledge or who may have already obtained pre-approved financing. These types of
clients may require less product advice and documentation. Although the application process
may proceed easier in these cases, the same level of attention and detail should be paid
Submit Application to Lender - All relevant documents gathered from the client are
sent to the lender keeping in mind the time sensitivity of a pending deal that the client
may have conditionally entered into.
Conditional Commitment issued by lender – It is at this point that the mortgage
broker must prepare the Cost of Borrowing (COB) disclosure form, that will include
penalties for late payment or early payouts, as well as prepayment privileges and
disclosure fees. Prior to the client making a decision, the mortgage broker should explain
the terms and conditions listed on the commitment. A client, who is in agreement,
accepts and signs the COB and commitment. A written record of the client’s decision is
kept and the application can be finalized and submitted.
Record Keeping – In all of the above cases, as an industry benchmark, there should be
written records of the discussions. The documentation should describe the linkage
between fact-finding, needs assessment and advice and provide an understanding of
why the option(s) or recommendation was made. There should also be client and file
copies of any mortgage option(s) considerations. Copies of the disclosure forms
provided to the client should also be maintained in the mortgage brokers file.
2. Financial Literacy
According to the Financial Consumer Agency of Canada, financial literacy means having the
knowledge, skills and confidence to make responsible financial decisions. Within that definition,
•
•

•

Knowledge refers to an understanding of personal and broader financial matters;
Skills refers to the ability to apply that financial knowledge in everyday life;
Confidence means having the self-assurance to make important decisions; and
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•

Responsible financial decisions refer to the ability of individuals to use the
knowledge, skills and confidence they have gained to make choices appropriate to
their own circumstances.

Stakeholders were also consulted on the mortgage broker’s role in supporting the financial
literacy of their clients. The general view was that mortgage brokers are responsible for
educating their clients about mortgage products, particularly with respect to the product
option(s) available and the recommended product. In addition, stakeholders felt the terms and
conditions of a mortgage should be discussed. For example, how their payments work, the term
or amortization period of a mortgage, the effect of making additional payments or increasing
your regular payment amount and penalties. It was felt that the provision of any additional
financial information would be the role of a financial planner, not a mortgage broker.
Stakeholders also felt that an existing mortgage should be reviewed yearly for on-going
understanding and discussion as needs change and new mortgage products may be available.
2014 Mortgage Broker Questionnaire Responses
MBRCC launched the online 2014 Mortgage Broker Questionnaire (“Questionnaire”) in January
2014 to gather information on the practices of mortgage brokers, agents or associates when
providing mortgage option(s) to prospective borrowers. The Questionnaire remained open for a
period of one month. It was conducted using “Survey Monkey”, a popular web-based surveying
tool. Ontario, Alberta and Newfoundland & Labrador participated in the review.
The Questionnaire was designed to determine how closely the actual practices of mortgage
brokers match the benchmark of industry practices identified during the stakeholder
consultations. There were a total of 49 questions which were divided into the following five
categories:
a.
b.
c.
d.
e.

Mortgage Broker Profile
Knowledge of Clients and Products
Product Option(s) and Documentation
Disclosure, and
Financial Literacy of Clients.

MBRCC received a total of 1,113 responses as follows:
Sample
Ontario
Sample Size

Alberta

1200

213

Newfoundland &
Labrador
75

Total

Newfoundland &
Labrador
18
2

Total

1488

Response
Ontario
Mortgage Brokers
Mortgage Agents
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n/a
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Mortgage Associates
Total Responses
Received

n/a
1038

39
55

n/a
20

39
1113

26%

27%

75%

(Including 19
completed voluntarily)

Overall Response
Rate

87%

The findings of this report are based on the 1,113 overall/aggregate responses collected from
the three participating provinces. Where the individual jurisdiction response to a particular
question differs significantly from the overall response, further commentary is provided.

a. Mortgage Broker Profile
The objective of the first twelve questions was to obtain a general profile of the sample of
mortgage brokers who responded to the Questionnaire. The questions covered areas such as
number of years licensed/registered, types of licences and designations, average number of
residential mortgages arranged in the past three years and the applicable average mortgage
amount required by clients.
The Questionnaire results show that there is a wide range in years of experience among the
respondents. The 1,058 mortgage brokers in Ontario and Newfoundland & Labrador who
provided information on their experience, indicated that they have been licensed/registered from
as little as a few months to as many as 40 years. The majority or 88 per cent of mortgage
brokers who responded have been licensed/registered for up to ten years. Alberta participants
were not required to answer this question.

Base number of responses: 1058
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A majority of the mortgage brokers indicated that they are licensed/registered exclusively in their
own province. There appears to be an anomaly with the Ontario numbers as 97.2 per cent of
the mortgage brokers indicated that the primary province in which they are licensed is Ontario.
Of this number, 32 per cent stated they are also licensed in Ontario. It appears there has been
a misunderstanding of the question.
It was interesting to note that, when asked if mortgage brokering is their main source of income,
less than half of the Ontario mortgage brokers indicated that this is the case. This is in contrast
to Alberta and Newfoundland & Labrador where majority of the brokers, 89 per cent and 75 per
cent respectively, indicated that mortgage brokering is their main source of income.

Base number of responses: 1113

Sixty-two per cent of the mortgage brokers in Ontario and 35 per cent of the mortgage brokers
in Newfoundland & Labrador do not hold any professional designations. Of those that hold
designations, the Accredited Mortgage Professional (AMP) designation is the most widely held
with 21 per cent of Ontario mortgage brokers and 35 per cent of the Newfoundland & Labrador
mortgage brokers indicating that they do so. Respondents also indicated that they have “Other”
designations include various accounting, law, engineering or real estate designations. Some
mortgage brokers hold more than one designation. Alberta mortgage brokers were not required
to respond to this question.
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Professional Designations Held
70.00%

62%

60.00%
50.00%
35%

40.00%
30.00%
20.00%

35%

21%

30%
17%

10.00%
0.00%
Accredited Mortgage
Professional
Ontario

None

Other

Newfoundland & Labrador

Base number of responses: 1058

Alberta excluded

For the purposes of the Questionnaire, an “active” mortgage broker refers to a mortgage broker
who has completed an application for a borrower in which commissions were earned within the
last 12 months.
Of the 1,038 Ontario mortgage brokers who responded 77 per cent indicated that they are
currently active in arranging residential mortgages. The remaining 23 per cent of mortgage
brokers are retired or inactive. For Newfoundland & Labrador, all 20 mortgage brokers who
responded (100 per cent) indicated that they are currently active. Alberta mortgage brokers
were not required to respond to this question.

Base number of responses: 1058
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Only the 876 respondents who indicated that they are currently active were required to answer
the remaining questions. In addition, since the focus of the review was residential mortgage
transactions, the next question asked mortgage brokers if residential mortgages represented
less than 25 per cent of the total mortgages arranged in the last twelve months. Mortgage
brokers who indicated “Yes” were therefore not required to answer the remaining questions.

Base number of responses: 876

A total of 724 mortgage brokers were required to answer the remaining questions. However, the
total number of responses received vary from 723 to 718 as not all of the Alberta respondents
answered all the remaining questions.
A question was asked to determine the average annual number of residential mortgages that
the participants arranged in the past three years. While the average number of mortgage
transactions are more evenly distributed in Alberta and Newfoundland & Labrador, Ontario
mortgage brokers tend to arrange lower numbers of mortgage transactions annually, with twothirds of Ontario mortgage brokers arranging 1 to 25 transactions per year. The different
responses provided by mortgage brokers from each of the participating jurisdictions are as
follows:
•
•
•

For Ontario, approximately 80 per cent of the respondents arrange from 1 to 50
transactions and 20 per cent arrange over 51 transactions;
For Alberta, approximately 51 per cent of the respondents arrange from 1 to 50
transactions and the balance around 49 per cent arrange over 51 transactions;
For Newfoundland & Labrador, approximately 47 per cent of the respondents arrange
from 1 to 50 transactions and 53 per cent arrange over 51 transactions.
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Base number of responses: 723

For 2013, the majority of the mortgage brokers in all three participating jurisdictions arranged an
average residential mortgage amount of $399,999 or less, as follows:
•

For Ontario, 89.2 per cent of the respondents reported that the average mortgage
amount of the residential mortgages arranged was $399,999 or less; the majority of
those arranged mortgages (28.1 per cent) were between $200,000 and $299,000.

•

For Alberta 92.4 per cent of the respondents reported that the average mortgage amount
of the residential mortgages arranged was $399,999 or less; the majority of those
arranged mortgages (54.7 per cent) were between $300,000 and $399,000.

•

For Newfoundland & Labrador 100 per cent of the respondents reported that the
average mortgage amount of the residential mortgages arranged was $399,999 or less;
the majority of those arranged mortgages (52.6 per cent) were between $200,000 and
$299,000.

Base number of responses: 723
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b. Knowledge of Clients and Products
Questions 13 to 25 covered the mortgage brokers’ knowledge of clients and products by
capturing the method and frequency of fact-finding, needs assessment and product search
conducted by mortgage brokers.
As stated in the industry consultations and one-on-one interviews with a sample of mortgage
brokers, as part of the sales process, most mortgage brokers determine their clients’
expectations before proceeding. This was supported by the Questionnaire results in which over
88 per cent of the mortgage brokers answered “Always” when asked if they obtain information
from clients to determine the nature of the services that are to be provided.
Similarly, over 96 per cent of the mortgage brokers indicated that they “Always” take reasonable
steps to verify the identity of the borrower. Newfoundland & Labrador was not required to
answer this question
It is encouraging to note that 95 per cent of the mortgage brokers indicated that they “Always”
gather as many relevant facts as the client is willing to provide to assess his or her financial
situation and personal circumstances, including ability to pay, objectives, comfort with risk,
knowledge, needs and current financial products. Stakeholders, explained that attempting to
gather all the facts at an early stage assists the borrower in obtaining the product that would
most satisfy his or her needs.

Base number of responses: 721

Mortgage brokers were asked about the following specific types of information gathered to
determine the financial situation and personal circumstances:
•
•

Nature, amount and source of income
Nature and amount of existing assets
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•
•
•
•
•

Extent of fixed and variable expenses
Age
Number of dependents
Moving and home ownership costs
Reasonably expected changes to circumstances

For all three provinces, the nature, amount and source of income as well as age were gathered
by most agents (95 per cent or more) “Always”. Reasonably expected changes to
circumstances was the information gathered the least.
Overall, only 70 per cent of the mortgage brokers indicated that they collect this information in
writing and 30 per cent specified that they do this verbally. Individual jurisdiction responses are
displayed below:

Base number of responses: 721

Consultations with the industry and further one-on-one visits identified that written
documentation would be considered an important industry benchmark.
Given the time sensitive nature of a mortgage transaction and to support faster underwriting and
approval processes for the amount of the loan requested, 86 per cent of the mortgage brokers
“Always” take reasonable steps to verify the information provided by the client regarding his/her
financial and personal situation. This verification is crucial for underwriting and funding
purposes.
Mortgage brokers were asked about the following specific types of information gathered to
determine the client’s mortgage needs:
•
•
•
•

Amount required
Maximum amount sought
Time frame of credit
Interest in particular mortgage contract features
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•
•

Preference in payment option(s)
Understanding of mortgage-related risk

The amount required is “Always” gathered by over 96 per cent of mortgage brokers in Ontario
and Alberta and by 90 per cent of mortgage brokers in Newfoundland & Labrador.
96 per cent of the mortgage brokers “Always” determine the client’s mortgage needs and ability
to qualify for a mortgage based on the facts/documents provided by the client.

Base number of responses: 721

However, only 61 per cent of the mortgage brokers in Ontario, 47 per cent in Alberta and 26 per
cent in Newfoundland & Labrador indicated that this information, used to determine client needs
and ability to qualify for a mortgage, is provided to the clients in writing.
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Base number of responses: 721

Of those mortgage brokers that document this information in writing, overall only 56 per cent
indicated that they “Always” provide a copy to the client.
The practice of conducting a mortgage product search from mortgage lenders available to the
mortgage broker is “Always” done by 81 per cent of the mortgage brokers.

Base number of responses: 721

Of the available mortgage lenders, most mortgage brokers use four of more lenders on a
regular basis, as follows:
•

69 per cent of Ontario mortgage brokers
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•
•

76 per cent of Alberta mortgage brokers
89 per cent of Newfoundland & Labrador mortgage brokers

However, 7 per cent of Ontario and 1 per cent of Newfoundland and Labrador mortgage brokers
indicated that they use only one lender on a regular basis.

Base number of responses: 721

Mortgage brokers use various methods to stay informed of the products that are available to
them. Of the respondents, 79 per cent attend lender seminars at least once a year, of which 32
per cent attend seminars monthly. 82 per cent of the respondents attend in-house training at
least once a year, of which 42 per cent attend in-house training monthly. Further, 86 per cent of
the mortgage brokers do their own independent research at least on a monthly basis, of which
40 per cent do their research daily.
Whilst most mortgage brokers do determine their client’s expectations, engage in detailed factfinding, complete a needs assessment, the degree of record keeping is low. Having proper
documentation of discussions with clients would be very helpful, not only for the regulators but
also for mortgage brokers, particularly in addressing product suitability issues which are brought
to regulator’s attention and complaints in general. Stakeholder consultations indicated that as a
best practice, written documentation should be maintained.
c. Product Option(s) and Documentation
Under the “Product Option(s) and Documentation” section of the Questionnaire, questions 26 to
34 asked the mortgage brokers about the option(s), recommendations and advice provided to
clients regarding products and services and the documentation of these recommendations.
Overall, 89 per cent of the mortgage brokers “Always” prepare option(s) for mortgage products
or services for their clients based on the needs identified and considering the client’s financial
situation and personal circumstances including, ability to pay, objectives and comfort with risk.
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Base number of responses: 720

Mortgage brokers were asked about the mortgage features that they consider when preparing
option(s) for mortgage products and services. Particularly:
•
•
•
•
•
•
•
•

Interest rate
Term
Payment amount stability
Size of payments at outset
Prepayments/early exits
Fees
Penalties and amounts
Other

In all three provinces, all these features were “Always” considered by most of the mortgage
brokers (80 per cent or more) except Alberta which had 76 per cent of the brokers indicating
that they “Always” consider penalties and amounts.
When preparing option(s) for the client, 69 per cent of the mortgage brokers overall indicated
that their objective was to identify available option(s) that were most suitable, in light of the
client’s circumstances and needs.
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Base number of responses: 720

Overall, 53 per cent of the respondents indicated that they “Always” maintain records that show
the reasons for the option(s) presented or the advice given to the client. There was a significant
difference in the individual jurisdiction responses. In Ontario 55 per cent of the respondents
“Always” maintain records but in Alberta, only 22 per cent of the respondents “Always” maintain
records. Newfoundland & Labrador mortgage brokers did not have to respond to this question.

Base number of responses: 701
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MBRCC was pleased to note that, 95 per cent of the mortgage brokers overall indicated that
they “Always” explain the mortgage product option(s) and discuss their specific terms and
conditions.
However, the level of documentation of the option(s) is significantly lower. In Ontario, slightly
more than half of mortgage brokers provide mortgage option(s) in writing. This is reversed in
Alberta and Newfoundland & Labrador where less than half of the mortgage brokers present the
option(s) in writing and the majority do so verbally.

Base number of responses: 720

For those mortgage brokers who indicated that they provide the mortgage option(s) in writing,
64 per cent of the Ontario respondents, 44 per cent of the Alberta respondents and 63 per cent
of the Newfoundland & Labrador respondents stated that they “Always” provide a copy to the
clients.
MBRCC was pleased to note that 97 per cent of the mortgage brokers indicated that they
“Always” provide the clients with an opportunity to review the advice on the mortgage product
option(s) and to ask questions.
Two-thirds of Ontario respondents indicated that they maintain a written record of the client’s
decision if the client does not follow their advice and wants to proceed with a pre-determined
mortgage product or interest rate. Only 38 per cent of Alberta respondents indicated that they
maintain a written record of their client’s decision. Newfoundland & Labrador mortgage brokers
did not have to respond to this question.
As the largest financial transaction most people make, having the ability to review a document
with available option(s) and terms, is considered an industry benchmark, as is written
documentation of the entire process.
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d. Disclosure
The questions under the “Disclosure” section of the Questionnaire (35 to 42), asked the
mortgage brokers if they provided sufficient disclosure to the borrower regarding compensation
associated with obtaining mortgage financing and any potential or actual conflicts of interest.
Disclosure of information allows the borrower to make informed decisions and helps to avoid
any delays, misunderstandings or legal implications in the event of any dispute. It also ensures
that mortgage brokers are accountable for fulfilling their duties with integrity and honesty.
Disclosure requirements have been mandated in all three participating provinces. However, the
amount, content and nature of the disclosures differ based on the legislative and regulatory
requirements in each province. For each of the questions, relevant legislation will be quoted if
prescribed.
Section 21 of Ontario Regulation 188/08 and sections 41, 43, 45, 65 and 71 of Alberta Real
Estate Act Rules require mortgage brokers to provide, in writing to borrowers, information
regarding compensation or fees payable to or by the broker in connection to the mortgage being
considered.
There is no relevant legislation for Newfoundland & Labrador.
When asked if they disclose the methods of compensation associated with obtaining mortgage
financing, 89 per cent of the respondents overall indicated that they “Always” disclose the
method of compensation.

Base number of responses: 719

However, only 77 per cent of Ontario mortgage brokers, 86 per cent of Alberta mortgage
brokers and 47 per cent of Newfoundland & Labrador mortgage brokers indicated that they
provide this information in writing.
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Base number of responses: 719

Similarly, section 27 of Ontario Regulation 188/08 and sections 41, 43 and 75 of Alberta Real
Estate Act Rules require mortgage brokers to disclose in writing, any potential or actual
conflicts of interest. There is no relevant legislation for Newfoundland & Labrador. A vast
majority of the respondents, 95 per cent, indicated that they “Always” disclose to their clients
any potential or actual conflicts of interest.

Base number of responses: 719
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However, only 78 per cent of the mortgage brokers disclose this information to the clients in
writing.

Base number of responses: 719

The Cost of Borrowing Disclosure form (COB) was recognised during the stakeholder
consultations as a form that should be provided to the clients. This disclosure requirement is
mandated in the province of Ontario under section 23 of the Mortgage Brokerages, Lenders and
Administrators Act (MBLAA), 2006, in Alberta under section 6 of Regulation 191/08 under the
Fair Trade Act and in Newfoundland & Labrador under section 24-29 of the Consumer
Protection and Business Practices Act. Ninety-six per cent of the Ontario respondents indicated
that they “Always” provide the COB Disclosure form to clients but only 43 per cent of the Alberta
respondents indicated that they “Always” do so.
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Under section 7 of Ontario Regulation 191/08 and The Fair Trading Act of Alberta mortgage
brokers are required to provide their clients with the required time to review the COB and
mortgage commitment or have them sign the waiver on the COB. Ninety-five per cent of the
Ontario respondents and 61 per cent of the Alberta respondents “Always” complied with their
respective legislations in this matter. Newfoundland & Labrador mortgage brokers did not have
to respond to this question.

Base number of responses: 700

Newfoundland & Labrador excluded

Mortgage Brokers were asked if they inform their clients of the party that they represent in a
transaction – the borrower, the lender or both. Disclosing this information is mandated under
section 18 of Ontario Regulation 188/08. In Alberta the option(s) are outlined in RECA’s
Mortgage Borrower Relationship Disclosure Document. There is no relevant legislation in
Newfoundland & Labrador. Overall a majority of the respondents, 96 per cent “Always” inform
their client of the party that they represent.
The provincial responses were significantly different when asked for which party they typically
act as a representative. Most of the Ontario and Alberta respondents (two-thirds and 86 per cent
respectively) indicated that they typically represent both the borrower and the lender. However,
only 47 per cent of the Newfoundland & Labrador respondents indicated “Both” with the
remaining 53 per cent indicating that they represent the borrower only. Only mortgage brokers
in Ontario indicated that they represented the Lender only.
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Base number of responses: 719

Although there is sufficient disclosure of information, written disclosure is of paramount
importance as noted during stakeholder consultations and should be addressed so as to align
with industry benchmark.
Where written disclosure is a statutory requirement, regulators
expect to see complete compliance.
e. Financial Literacy of Clients
The five questions under the “Financial Literacy of Clients” section of the Questionnaire (43 to
47) were asked in order for MBRCC to get an understanding of what mortgage brokers
considered as their role in relation to the financial literacy of their clients.
When asked if they assess their clients’ level of financial literacy, as many as 85 per cent of the
mortgage brokers indicated that they do so “Always”. Moreover, 67 per cent of the mortgage
brokers overall indicated that their role includes educating clients about financial products in
general. MBRCC was pleased to note that overall 97 per cent of the mortgage brokers reported
that their role is to educate their clients on mortgage products in general. However, 53 per cent
of these mortgage brokers indicated that their role was to educate clients only on the mortgage
product option(s) that they provide. During the consultations it was recognized that improving
financial literacy is a participative process, i.e. it could not be done without the client’s active
involvement.
The overlap in the responses for the mortgage product related questions requires further
analysis.
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Base number of responses: 718

Overall, 95 per cent of respondents indicated that they explained to their clients the life and
creditor protection products that were available to them.
One-on-One Visits
During the period that the Questionnaire was available to participants, FSCO also conducted
face-to-face meetings with a small sample of Ontario licensed mortgage brokers to discuss their
mortgage brokering practices. Industry stakeholders were asked to provide a list of mortgage
brokers who would be willing to participate in this information-gathering exercise and whose
practices would be consistent with the industry benchmark that should be included in MBRCC’s
final report. A cross-section of mortgage brokers was selected from across the Greater Toronto
Area (GTA).
FSCO’s Project Team met with eight mortgage brokers individually, who described their
respective mortgage brokering best practices and provided examples of typical discussions and
any related documentation used.
FSCO found that, as expected, the “typical” meeting described by these mortgage brokers
included detailed fact-finding and needs assessment to determine appropriate mortgage
option(s). Mortgage brokers indicated that email is the most common mode of communication
and documentation.
The mortgage brokers generally explained that detailed fact-finding is done to gather all the
pertinent personal and financial information from the client.
While all the mortgage brokers did complete a needs assessment form, the format varied from a
simple paper based format to electronic tools.
The product features and option(s) of the recommended product are always discussed with the
clients and an email typically sent to the client confirming the decision.
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Some mortgage brokers provided copies of forms they have developed to support their product
suitability practices and procedures.
With respect to the mortgage broker’s role in financial literacy, most mortgage brokers were of
the opinion that assessing financial literacy was inherent in the fact finding and needs
assessment process. Often times, a client’s level of financial literacy would become apparent
during discussions when gathering personal and financial information about the client and
assessing clients’ needs.
Overall, the findings from these meetings with mortgage brokers reinforced the need to
document discussions as they emphasized importance of written communication and
documentation.
Assurance Visits
In order to validate the reliability of the Questionnaire responses, a random sample of
Questionnaire respondents from Ontario were selected for follow-up assurance visits. FSCO
met with these mortgage brokers to discuss and verify their responses and to review a sample
of files, records or materials used to support the responses to the Questionnaire.
FSCO Senior Compliance Officers (SCOs) visited a total of 55 Ontario mortgage brokers from
across the Greater Toronto Area, 4.5 per cent of those mortgage brokers sampled for the
Questionnaire. Assurance visits took place over a six week period commencing from February
28, 2014.
Of the 55 mortgage brokers who were selected for a review, 32 were active mortgage agents,
23 were active mortgage brokers and 2 were inactive. The (mean) average period of time that
the mortgage brokers have been licensed is 7.3 years which falls within the range of new
licensees and those tenured to the industry.
Overall, the verification review found that mortgage broker practices reflected the responses to
the Questionnaire. Only minor issues were noted during the assurance visits.
Several mortgage brokers offered positive feedback from the assurance visits, indicating that
they found the exercise to be very useful and will learn from it to change their practices (for
example, put written copies of needs assessments in files going forward). Other mortgage
brokers, particularly the newer licensees, were happy for the opportunity to speak with the
SCOs and expressed a desire for industry benchmark to be published.
SCOs also assessed the comparability of the assurance sample to that of the total
Questionnaire population and found it to be wholly corroborative. As no material issues were
identified during the assurance visits, FSCO is of the view that it can fully rely on the
Questionnaire responses as an indication of the actual practices of mortgage brokers in Ontario.
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CONCLUSIONS
This review focused on the practices of the mortgage brokers when arranging a residential
mortgage for a potential borrower. The review was an information gathering exercise for
MBRCC to get an understanding of the market place and the processes that the mortgage
brokers use when dealing with consumers. The results of this initial fact-finding exercise, will
help to determine MBRCC’s next steps.
The Questionnaire results show that, in general, the actual practices of mortgage brokers reflect
the benchmarked sales practices. As no material issues were identified during the Ontario
assurance visits, MBRCC considers the responses to the Questionnaire to be valid and will
therefore rely on the Questionnaire responses as an evidence-based assessment of the actual
practices of mortgage brokers in the applicable provinces. In addition, the individual face-to-face
meetings that were conducted with a small sample of select mortgage brokers in Ontario also
revealed that current mortgage brokers’ practices are largely consistent with industry
benchmark regarding product suitability.
However, while both the Questionnaire results and the face-to-face meetings indicate that
benchmark for industry practices are largely being followed, the same results did indicate areas
for improvement. For example, while most mortgage brokers do determine their client’s
expectations, engage in detailed fact-finding, complete needs assessments, provide the
relevant disclosures, provide and explain recommendations and advice and provide product
information, the degree of record keeping is much lower. Many of these activities are still done
only verbally with no supporting written records of the discussions. In fact, on average, only 68
per cent of mortgage brokers indicated that their mortgage brokering activities are “In Writing”,
31 per cent indicated “Verbally” and the remaining 1 per cent indicated “Not at All.”

Base number of responses: 720
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It was encouraging to note that 85 per cent of mortgage brokers believe that they have a role to
play in supporting their clients’ financial literacy. Close to 97 per cent per cent indicated that
their role includes educating clients about mortgage products in general. This was highly
correlated through discussions with stakeholders.
The results from the Questionnaire will provide valuable information to MBRCC in assessing
industry practices on product suitability at the point of sale. Industry associations and individual
mortgage brokers can assess themselves against the aggregate results in this report to identify
areas for improvement. The results will also provide an empirical base to assess agents and
mortgage brokers where there have been allegations of unsuitable behavior.
It is the MBRCC’s understanding that benchmark for industry practices ensures that mortgage
broker’s option(s), recommendations, analysis, and disclosures are documented in writing, and
where appropriate, written acknowledgements are obtained. Having proper documentation of
discussions with clients would be very helpful, not only to for the regulators but also for
mortgage brokers, particularly in addressing product suitability issues which are brought to
regulator’s attention and complaints in general.
It is important for mortgage brokers to note that the questionnaire and industry consultations
identified industry benchmark practices, not regulatory requirements. The results from this
review will help to determine the additional work that MBRCC and its member regulators will
undertake in the future.
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APPENDIX 1
a. Sampling:
Ontario

Alberta

Population

12327

2253

Sample Size
% of population

1200
99% Confidence
Level, with interval
of 4
Random Sample
January 20, 2014

213
99% Confidence
Level with, interval
of 5
Random/
Judgemental
January 27, 2014

February 19, 2014

February 19, 2014

Sampling Technique
Launch date of
Questionnaire (English &
French)
Cut-off date

b. Questionnaire Responses:
Ontario
Sample Size
Responses Received
(English only no French)
% of sample that
responded by 1st cut-off
Questionnaire

January 20, 2014

February 19, 2014

213
55

87% overall

26%

27%

Complete full
Questionnaire

Complete some
sections of the
Questionnaire
No
Not applicable
since it is not
mandatory
Via email

Complete some sections of
the Questionnaire

Results will be
verified during
practice review
visit next year

N/A

voluntary

Completion Mandatory?
Failure to respond will
result in

Yes
Regulatory Action

Method of Delivery of
Questionnaire
Assurance visit – to
validate the reliability of
Questionnaire responses

Via email

August 2014

100% of the population

Newfoundland &
Labrador
75
20

1200
1038 includes 19

Alberta

Newfoundland &
Labrador
75 (other 23 were
licensed in other
provinces)
75
100%

55 or 4.5% of
1200

31

No
Not applicable since it is
not mandatory
By mail

