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SUBMISSION TO PARLIAMENTARY JOINT COMMITTEE on 

CORPORATIONS and FINANCIAL SERVICES

1. Introduction

This submission is made in response to the advertisement and request for submissions in relation to the "inquiry into the level of banking and financial services in rural, regional and remote areas of Australia."

2. About Us

2.1 PROVIC Group Inc. and its member companies originated in country towns and regional centres in Victoria over 40 years ago in response to a demand in the local communities for more flexible lending and borrowing arrangements and the desire that investments be utilised within the local community.  

2.2 All member companies are unlisted public companies which are licensed by ASIC pursuant to the Corporations Law.  All companies are governed by:

2.2.1 each company's own internal procedures and policies;

2.2.2 the regulations of PROVIC;

2.2.3 the terms of their Trust Deed;

2.2.4 the terms of each company's separate Prospectus, which in turn is annually reviewed and approved by ASIC; and

2.2.5 the Corporations Law.

All companies operate under a Trust Deed (all companies have entered into Trust Deeds with either Sandhurst Trustees Ltd. or Permanent Trustees Ltd.) and are fully licensed pursuant to Part 7.3 of the Corporations Law and issue debentures pursuant to registered prospectuses.  

2.3 All member companies are based in regional Victoria.  The various regional centres which include member companies are:

	· Ballarat
	· Shepparton

	· Bairnsdale
	· Bendigo

	· Hamilton
	· Yarrawonga

	· Benalla
	· Echuca

	· Colac
	· Korumburra

	· Warrnambool
	· Kyabram

	· Wangaratta
	


2.4 There are 14 companies in total who are members of PROVIC.  The total asset base of investments held by all member companies as at 30 June 2002 was in excess of $700 million.  

The total Depositor's investments with the member companies as at 30 June 2002 was $696 million.  These investments are placed on an "at call" basis, 3 month term, 6 month term, 12 month term or 2 year term.  

The average capital adequacy held by all companies is approximately 3% with all companies complying with the PROVIC regulations as to liquidity, capital adequacy and other internal regulations.  

2.5 Some further relevant statistics relating to PROVIC are as follows:

	2.5.1
	Total mortgage loans listed as assets by all companies as at 30 June 2002:


	$560 million

	2.5.2
	Total equity held by the shareholders of each company as at 30 June 2002:
	$  31 million






Of the loans invested by all companies, 57% are classed as Rural Loans with the bulk of the other loans then being spread between commercial, development, residential and other general loans.  By far the bulk of the total loans would be placed with borrowers in regional Victoria.  

2.5.3. Directors & Staff as at 30 June 2002:  Directors - 62  /  Staff - 77

2.5.4 Advertising & Promotion:



As at 30 June 2002, the companies combined expenditure (of which virtually the whole amount would have been expended in regional Victoria) was $373,000.00.  

2.6 There is a direct flow-on effect of each company to the regional town associated with the company. That flow-on effect includes payments to Valuers, Printers and Stationers, Computer sales, Legal costs and many other cost expenditures which again would be directly contributed to regional Victoria.  

2.7
Because of the location of each company and the history of the group, all member companies understand rural lending.  PROVIC members are normally associated with long term lending to regional borrowers with a strong emphasis on loans to the farming community.  

2.8 PROVIC is an expanding and growing entity.  This is contrary to most other financial institutions which are downsizing in regional Victoria and concentrating their administration and other requirements in the metropolitan area.  

2.9 All companies use 'State of the Art' technology and equipment.  

2.10 Most members do not charge 'account keeping' fees unlike the banking industry which earns considerable income via additional fees.  

2.11 The PROVIC Group believes that it is soundly based with a long history of secure investment and lending to members of the regional Victorian community.  All directors and staff are members of the local community in their particular area and the Group is extremely proud of its high standing in the eyes of both investors and borrowers located outside the metropolitan area.  

3. Submission

3.1 Options for making additional banking services available to rural and regional communities, including the potential for shared banking facilities:
3.1.1 Response
PROVIC believes that it is most important that the Government does not restrict its view of options referred to in paragraph (a) of its terms of reference, to banking services.  PROVIC members offer a real and permanent alternative to banking services to rural and regional communities.  

The level of service and input into regional communities by the major banks has been diminishing rapidly over the past 5 years.  

PROVIC member companies have been able to offer a competitive alternative to banking services and without companies such as PROVIC members, rural communities would be threatened by, on the one hand, a reduction in the level of service, and on the other hand, little alternative other than to maintain their existing custom with banks.  

By supporting member companies of PROVIC and the PROVIC Group, the Government will be making additional financial services available to rural and regional communities, via an established existing structure which keeps the banking industry "on its toes" when considering withdrawal of further services to regional and rural Victoria.

PROVIC believes the enquiry should support a regulatory environment which encourages and enhances competitors to the banking industry in the rural and regional community.  


3.2
Options for expansion of banking facilities through non-traditional channels including new technologies:
3.2.1 Member companies of the PROVIC Group take up new technology and current IT programs at every opportunity.  The banking industry, because of economies of scale, have greater opportunities to enhance their services with new technologies.  

At the same time, "overdoing" the introduction of new technologies and IT into rural and regional communities can be seen as a negative step in the eyes of many customers.  PROVIC member companies remain committed to personal service and branch network distribution on an expanding basis rather than a contracting basis.

The Government should look at enhancing the opportunity for non-banking financial institutions to take up new technologies at the same rate as the major banks.  

3.3 The level of service currently available to rural and regional residents:
3.3.1 The strength of PROVIC member companies has been the level of service provided to rural and regional residents.  Ownership, administration and staff are all located in regional and rural communities.  There are no member companies based in the metropolitan area.

PROVIC member companies have increased their level of investments and loans for every year over the past 10 years and the level of service provided by each member company has continued to expand.  

At the same time, the level of service provided by banks to local regional communities has diminished.  There has been a greater degree of centralisation of technology, administration, securities work and a host of other matters which have been centralised to the major metropolitan cities which in turn has meant a reduction in service to the local community.  A typical example would be the holding of security documents; eg, Certificates of Titles and Mortgages.  Ten years ago most banks had separate regional offices connected with most major towns where all Titles and other security documents were held.  These are now all centralised to Melbourne.  PROVIC members on the other hand continue to maintain security documents at their own offices which in turn enhances the level of service provided to the local community.

Another example would be preparation of security documents in connection with mortgage loans.  Most of the major banks have now centralised the preparation of such documents to metropolitan areas.  For example, the Bank of Melbourne have most of their security documents prepared in Adelaide regardless of whether the loan was initiated in Shepparton or Wagga Wagga or another regional area.  PROVIC member companies have all security documents prepared in the local community from whence the loan was initiated.

These are two small examples of a host of similar minor service provisions.  However, when added up, the withdrawal of such services from each local community has a negative impact on that community.  No such negative impact has been occasioned by PROVIC members.  

By encouraging and enhancing well-run existing non-bank financial institutions, the Government can ensure that viable non-bank financial services are maintained in rural and regional communities.  Without non-bank financial institutions offering such existing services, the impact of withdrawal of services over the past 10 years may have been much greater.


3.4
International experiences and policies designed to enhance and improve the qualify of rural banking services:
3.4.1 The PROVIC Group makes no submission in relation to international experiences, save for encouraging their enquiry to examine non-banking financial services which may exist of a similar nature to PROVIC companies when examining the international scene.  

4.
Other Matters

4.1
The PROVIC Group Inc. has made the submission so that we are not forgotten by the Government and other policy makers when establishing a framework for the provision of financial services to rural and regional Australian communities.  



PROVIC member companies have historically been established because of a failure by the banking industry to provide appropriate level of services to rural and regional communities.  The companies have been in operation for many years and have continued their growth and profitability notwithstanding difficult trading environments, seasonal factors, and regulatory frameworks which often make it more expensive to conduct business in rural and regional areas.  



Many investments placed by members of the Victorian regional community are not, in turn, invested back into the regional and rural community.  A typical example of this relates to investments by regional Victorians with superannuation funds.  A general policy and guidelines of investments by superannuation funds restrict the placement of those funds with respect to investment back into the areas from which the savings emanate.  That is to say many superannuation funds over emphasise the re-investment of those funds into metropolitan and even overseas investments.  PROVIC represents an extremely suitable vehicle for investment of funds in regional areas because the bulk of the funds held by PROVIC members are, in turn, re-invested by loans to borrowers in rural and regional Victoria.  



It would be of great assistance to PROVIC members if the Federal Government could examine this in more detail and, in turn, support recognition of members of the PROVIC Group by all government authorities which may then encourage superannuation funds to place some of their investments with PROVIC companies, which then would re-invest those funds by loans to regional Victorians.  



It would be of great assistance to PROVIC members if the Federal Government could provide some support in representations by PROVIC to ASIC, APRA, and other government institutions which regulate the financial services industry generally.  PROVIC members have had a successful working relationship with senior members of ASIC from time to time.  Richard Cockburn and Tom Seville of ASIC are well aware of the PROVIC Group and have shown good support to PROVIC members in the past.  

4.2
Many other issues arise from time to time which have a direct impact on non-banking financial institutions such as PROVIC which require government support to enhance the future viability and efficiency of non-banking financial institutions.  PROVIC members offer a real alternative to the regional Victorian community, in comparison to banks.  The banking industry generally has restricted access by members of the Victorian regional community to financial services by concentrating administration and management in the metropolitan area and closure of branch offices throughout country towns.  PROVIC members are owned, managed and conducted wholly within rural and regional Victoria and members would appreciate Federal Government support and recognition.  

SIMON FURPHY

11 September 2002

For PROVIC Group Inc.
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