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Financial Services and Credit Reform Green Paper June 2008

The Commercial Asset Finance Brokers Association of Australia Ltd (CAFBA) welcomes 
the opportunity to comment on the Financial Services and Credit Reform Green Paper June 
2008. 

CAFBA represents Finance Broking firms whose principal activity is securing commercial credit 
for the acquisition of an asset, (other than real property), for use in the customer’s business or 
the business of a related body corporate. This market is referred to in this submission as the 
“Commercial Equipment Finance” market, and CAFBA is the only professional body in Australia  
specific to Commercial Equipment Finance brokers. 

CAFBA is the result of a recent merger between the Australian Asset Finance Association 
(AAFA) and the Australian Equipment Finance Association (AEFA). Since 1981 these two 
state-based bodies have comprised the significant Victorian and NSW based broking firms in 
the Commercial Equipment Finance industry. Now represented by CAFBA, member firms 
conduct the majority of their business in the fields of commercial equipment and vehicle 
financing (not UCCC loans). CAFBA now represents approximately ninety member firms, 
comprising nearly 450 individual business writers. The combined annual volume of Equipment 
Finance transactions arranged by CAFBA members is around $4 Billion per annum. 
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CAFBA’s response to the Financial Services and Credit Reform Green Paper June 2008 will 
focus on Regulation of the Mortgage Broking Industry. 

1. Consistent Identification of industry segments with the broking industry. 
Within the Glossary of Terms included in the Green Paper is the following definition: 
“Mortgage Broker: A person who arranges mortgages, by putting a borrower in touch with a  
possible lender.” 
The Glossary of Terms provides no definition for a finance broker, however the terms 
mortgage broker and finance broker are both used throughout the text of the Green Paper 
with the same meaning. 
Within the financial industry a mortgage broker and a finance broker are clearly differentiated 
between.  A mortgage broker and a finance broker deal with different products, different 
client bases and face different accreditation processes with financiers. 

CAFBA is the only professional industry body that represents solely Commercial Equipment 
Finance Brokers.  Recognition of the Commercial Equipment Finance industry by regulators 
has been limited, if not non-existent.  This non recognition has most likely been caused by 
the lack of negative publicity that our industry segment has generated.  Indeed from CAFBA’s 
enquiries to the Victorian Department of Justice and other similar bodies, it has become clear 
that complaints against Equipment Finance Brokers are either non-existent or so infrequent 
that the various Departments had virtually no knowledge of our industry.  
To clearly identify the members of CAFBA and the industry segment that we service, the 
following definition is provided for future use in this consultative process: 

Commercial Equipment Finance Broker:  A person who arranges credit for a borrower to 
acquire an asset, (other than real property), for use in the borrowers’ business, by putting a 
borrower in touch with a possible lender. 
2. Accurate Identification of Products 
Page 15 of the Green Paper states the following: 
“…. the Commonwealth proposes to assume responsibility for mortgages as a financial 
product, including associated advice.  This option would ensure regulation of mortgage 
brokers by adopting the approach in Chapter 7 of the Corporations Act, which focuses on 
products rather than providers.” 
CAFBA and its members welcomes this approach from the Commonwealth, as it will form 
consistent legislation on a national platform, and will focus on a segment of the financial  
market that has been calling for regulation from within its own ranks. 
However, the term mortgage in itself is wide reaching.  The reform process being instigated 
by the Green Paper must clearly identify real property mortgages as its targeted product. 
The three main products that CAFBA members provide to their clients are: Lease, 
Commercial Hire Purchase and Chattel Mortgages.  A Chattel Mortgage is a security over 
chattels (that is, movable articles of property) held by the lender giving the lender recourse 
against the chattel in the event of default by the borrower. 
Accurate product identification is required by the Commonwealth to ensure relevant 
legislation ensues, and that a regulatory burden is not placed on a product, (chattel 
mortgage), that has no demonstrated market failure. 
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3. NSW Draft National Finance Broking Bill 
Page 12, Section D, paragraph iv. makes mention of the NSW Draft National Finance 
Broking Bill, and that this document will provide assistance in the development of 
Commonwealth regulation. 
The aim of this legislation was to regulate only the broking industry, thereby creating a 
higher level of compliance for the broker,  than for the actual lender providing the product. 
The preference of the Commonwealth for a “product” based approach to real property 
mortgages is in stark contrast to the NSW Draft legislation.  CAFBA endorses the direction 
taken by the Commonwealth on this issue. 
A response to this draft legislation was tabled by CAFBA, (full copy attached), which 
included the following information:  

 Both the Draft Bill and preceding discussion paper dated October 2004 are concerned 
with market failures which occur outside the Commercial Equipment Finance Industry.  

 Virtually all references to “Brokers” in the draft Bill relate to the provision of home loans 
and the activities of Mortgage Brokers. Case studies and market failures cited in the 
paper are all specifically drawn from the Mortgage industry, and bear no relevance or 
similarity to the Equipment Finance Broking profession. 

 Remedies proposed for the Mortgage Broking industry would have adverse cost and time 
implications to Equipment Finance brokers, which would only serve to constrict 
commerce within the small to medium business sectors without delivering any 
corresponding benefit. Based on the number of Equipment Finance settlements handled 
by CAFBA members annually, the aggregate cost to business would be in excess of 
$15,250,000 per annum. CAFBA members cannot absorb that cost, which would be 
passed on to its client base of  business operators and subsequently passed on to 
consumers. 

 There is simply no substantial market failure in the Equipment Finance market, and 
therefore no justification for the impositions associated with the draft Bill. In support of 
this claim attached is a letter confirming that there have been no successful Professional 
Indemnity insurance claims against CAFBA members since the inception of our own 
Professional Indemnity Insurance scheme. 

In order to exclude fringe operators from the Equipment Finance Broking profession, CAFBA 
and its predecessors have adopted a self regulatory approach to maintaining ethical and 
probity standards. Accordingly the following initiatives and customer protection mechanisms 
are already in place: 

 Members are subject to a strictly enforced Code of Conduct and membership 
requirements including police and credit checks. 

 CAFBA has initiated and successfully set up a Professional Indemnity Insurance 
scheme specifically for Equipment Finance Brokers, which attracts far lower premiums 
than Mortgage Brokers as participating underwriters have concluded Commercial 
Equipment Finance Broking presents fewer risks. 

 CAFBA has an established Disciplinary and Ethics Committee. 

 CAFBA has an established Tertiary Education Program in partnership with Omega 
Performance.  
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4. Proposed Changes 
Section E of Chapter One, examines three reform options for Commonwealth regulation. 

CAFBA endorses Option Three, the regulation of mortgages, (and consequently mortgage 
lenders and brokers.)  However, our previous comments (addressed in point 2 of this 
submission) that the product definition must clearly define regulation of real property 
mortgages are strongly emphasised. 

Thank you for the opportunity to provide a submission to the Financial Services and Credit 
Reform Green paper.  CAFBA would be very pleased to offer its expertise on any amendments 
relevant to the Commercial Equipment Finance industry. The current contacts for further 
discussion are: 

President   David Gandolfo  Phone (03) 8420 9612 
Vice-President  Terry Moody  Phone (02) 9439 6699 

Yours faithfully, 
Commercial Asset Finance Brokers Association of Australia Ltd

David Gandolfo Terry Moody
President Vice-President 
Ph (03) 8420 9612 Ph (02) 9439 6699 

Attachments:  

1. NSW Draft National Finance Broking Bill – CAFBA Response 
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Commercial Asset Finance 
Brokers Association of 

Australia Limited
ACN 129 490 133

National Professional Body of the Equipment Finance Industry

12 February 2008 
Senior Project Manager (Credit)  
Policy & Strategy Division  
NSW Office of Fair Trading  
PO Box 972  
PARRAMATTA   NSW   2124   

Fax:  (02) 9338 8918  
e-mail: policy@oft.commerce.nsw.gov.au

Dear Sir or Madam, 
RE: National Finance Broker Regulation

The Commercial Asset Finance Brokers Association of Australia Ltd (CAFBA) welcomes 
the opportunity to comment on the National Finance Broking Scheme Consultation Package. 

CAFBA represents Finance Broking firms whose principal activity is securing credit for the 
acquisition of an asset (other than real property) for use in the customer’s business or the 
business of a related body corporate. This market is referred to in this submission as the 
“Equipment Finance” market, and CAFBA is the only professional body in Australia which is 
specific to Equipment Finance brokers. 

CAFBA is the result of a recent merger between the Australian Asset Finance Association 
(AAFA) and the Australian Equipment Finance Association (AEFA). Since 1981 these two 
state-based bodies have respectively comprised the significant Victorian and NSW based 
broking firms in the Equipment Finance industry. Now represented by CAFBA, member firms 
conduct the majority of their business in the fields of commercial equipment and vehicle 
financing (not UCCC car loans). CAFBA now represents more than sixty member firms, 
comprising approximately 400 individual business writers. The combined annual volume of 
Equipment Finance transactions arranged by CAFBA members is approximately $4 Billion per 
annum. 

mailto:secretary@cafba.com.au
http://www.cafba.com.au
mailto:policy@oft.commerce.nsw.gov.au


P.O. Box 6060  Vermont South  Vic.  3133 Mobile:  0425 257 049 
Email:  secretary@cafba.com.au   Facsimile:  +61 (03) 9802 1769 

www.cafba.com.au 

2

CAFBA has studied the “National Finance Broking Scheme Consultation Package” 
released by the Ministerial Council on Consumer Affairs in November 2007, and for 
reasons detailed below, believes Equipment Finance Brokers should be specifically 
excluded from the proposed legislation. 

In support of that view, we note the following: 

 Both the Draft Bill and preceding discussion paper dated October 2004 are concerned 
with market failures which occur outside the Equipment Finance Industry.  

 Virtually all references to “Brokers” in the draft Bill relate to the provision of home loans 
and the activities of Mortgage Brokers. Case studies and market failures cited in the 
paper are all specifically drawn from the Mortgage industry, and bear no relevance or 
similarity to the Equipment Finance Broking profession. 

 Remedies proposed for the Mortgage Broking industry would have adverse cost and time 
implications to Equipment Finance brokers, which would only serve to constrict 
commerce within the small to medium business sectors without delivering any 
corresponding benefit. 

 There is simply no substantial market failure in the Equipment Finance market, and 
therefore no justification for the impositions associated with the draft Bill. In support of 
this claim, we attached a letter from Amanda Smith of Insurance Advisernet confirming 
that there have been no successful Professional Indemnity insurance claims against 
CAFBA members since the inception of our own Professional Indemnity Insurance 
scheme. 

 The draft Bill proposes that a minimum education (Certificate IV) standard be required by 
brokers. However CAFBA already applies a minimum education standard to Equipment 
Finance Brokers and runs a number of relevant, approved courses in partnership with 
Omega Performance. Details of these courses are contained in this submission. 

 The draft Bill proposes mandatory Professional Indemnity (PI) Insurance for brokers. 
However CAFBA already operates its own, industry specific PI scheme, details of which 
are contained in this submission. 

The major distinctions between Mortgage Brokers and Equipment Finance Brokers are 
as follows: 

 The October 2004 discussion paper noted that there is no ongoing relationship between 
the Mortgage Broker and client (Section 2.7.1) and that Brokers may average one loan 
per client per seven years. This is true of Mortgage Brokers, however ongoing 
relationships are integral to the Equipment Finance Broker’s business. To properly act on 
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a client’s behalf it is common for Equipment Finance Brokers to arrange and manage 
multiple credit facilities as instructed by clients, where the ability to settle immediately is 
critical to the client’s business. 

 Equipment Finance Brokers generally become an ongoing service provider and 
confidante of the client, whose ability to arrange ongoing Equipment Finance facilities is 
integral to business operation and growth. 

 Equipment Finance Brokers generally have career backgrounds in Banking and 
Commercial Finance. By necessity they have a strong understanding of the general 
business, taxation and accounting principals relevant to Equipment Finance. Without 
these attributes they would fail in the commercial finance market. CAFBA’s anecdotal 
observation is that there is a far wider competence range in the Mortgage industry, and 
that Mortgage Brokers are not always drawn from relevant careers. Many employment 
advertisements for Mortgage Brokers boast “no experience necessary”. 

 Further, Equipment Finance Brokers’ clients are generally business operators who 
possess the necessary business, taxation and accounting acumen necessary to 
understand the commercial finance agreements they are entering into. By contrast, 
property borrowers seeking assistance from Mortgage Brokers often do so because they 
do not understand the principals or obligations relevant to them, and are more reliant on 
advice from the Mortgage Broker.  

 Importantly, within the Equipment Finance Broking profession there is no identified 
market failure, and there is clearly no requirement for remedies designed for Mortgage 
Brokers.

In order to exclude fringe operators from the Equipment Finance Broking profession, 
CAFBA and its predecessors have adopted a self regulatory approach to maintaining 
ethical and probity standards. Accordingly the following initiatives and customer 
protection mechanisms are already in place: 

1. Members are subject to a strictly enforced Code of Conduct and membership 
requirements including police and credit checks. 

2. CAFBA has initiated and successfully set up a Professional Indemnity Insurance scheme 
specifically for Equipment Finance Brokers, which attracts far lower premiums than 
Mortgage Brokers as participating underwriters have concluded Equipment Finance 
Broking presents fewer risks. 

3. CAFBA has an established Disciplinary and Ethics Committee. 
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4. As mentioned previously, CAFBA has an established Tertiary Education Program in 
partnership with Omega Performance. Details of programs are included in attachments to 
this document. 

5. In response to Anti Money Laundering (AML) Legislation, CAFBA has procured Anti-
Money Laundering and Counter Terrorism Financing training to ensure member 
compliance with the AML/CTF Act 2006.  CAFBA members will have to complete this 
training to maintain their CAFBA membership. 

It is because of this level of probity that regulators have largely been unconcerned with the 
Equipment Finance Broking profession. Indeed from CAFBA’s enquiries to the Victorian 
Department of Justice, it has become clear that complaints against Equipment Finance Brokers 
are either non-existent or so infrequent that the Department had virtually no knowledge of our 
industry.  

If enacted in its current form the draft Bill will have the following detrimental implications 
on Equipment Finance Brokers, and their commercial customers: 

 Unlike Mortgage Brokers, who have weeks and months to arrange settlement, 
Equipment Finance transactions often need to be discussed, approved, documented and 
settled within a matter of days (sometimes within one day). The disclosure requirements 
of the draft Bill (as proposed) would be logistically impossible in most instances, and 
impose time delays and costs, which would be to the detriment of the commercial 
borrower. 

 While CAFBA notes the draft Bill’s Exemption for Big Business (Section *7 (2)), our 
research suggests that 96% of businesses will fall outside the big business exemption, 
which in turn means virtually every Equipment Finance transaction will be subject to the 
draft Bill’s disclosure provisions, both before and after arranging each Equipment 
Finance settlement 

 Equipment Finance Brokers meet the business community’s need for prompt service, 
and the imposition of Finance Broking Contracts or two added stages of disclosure would 
double the time taken to arrange each transaction, destroying the Lease Broker’s 
business and actually disadvantaging the client who relies on the Lease Broker’s service.  

COSTS
 Every Equipment Finance transaction involves five separate processes, being 

Application, Approval, Documentation, Execution, and Settlement. Compliance with the 
draft Bill’s disclosure requirements will add two further processes to every transaction. 
These additional processes relate to disclosure both before and after settlement. 

 CAFBA has fully costed the impact of these processes and believes the cost of every 
transaction will increase by a minimum of $250, which by necessity will be passed on to 
customers.
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 Based on the number of Equipment Finance settlements handled by CAFBA members 
annually, the aggregate cost to business would be in excess of $15,250,000 per annum.
CAFBA simply cannot absorb that cost, which would be passed on to business operators 
and subsequently passed on to consumers. 

 Further, the draft Bill proposes compulsory membership of an External Dispute 
Resolution Scheme (EDR). Based on application and annual membership fees, CAFBA’s 
member firms would face an average EDR compliance cost of $7,260 in the first year, 
and $3,906 for every subsequent year. 

 CAFBA’s Professional Indemnity insurance providers are yet to calculate the cost impact 
on PI premiums, however they advise that any increase in the compliance burden of 
Equipment Finance Brokers can only increase the risk to insurance underwriters and 
premiums would increase accordingly.  

 Most importantly, in the absence of any existing market failure, all of these imposts would 
provide no corresponding benefit to either business operators or consumers.   

In conclusion, CAFBA recommends that Equipment Finance should be clearly excluded 
from the draft Bill, and respectfully submits the attached “Proposed Draft Exemption - 
Equipment Finance Brokers” for inclusion in the Bill. 

CAFBA would be very pleased to offer its expertise on any amendments relevant to the 
commercial Equipment Finance industry. The current contacts for further discussion are: 

President   David Gandolfo  Phone (03) 8420 9612 
Vice-President  Terry Moody  Phone (02) 9439 6699 

Yours faithfully, 
Commercial Asset Finance Brokers Association of Australia Ltd

David Gandolfo Terry Moody
President Vice-President 
Ph (03) 8420 9612 Ph (02) 9439 6699 

Attachments:  

1. Proposed Draft Exemption - Equipment Finance Brokers 

2. Letter from Insurance Advisernet re CAFBA PI Scheme. 

3. Notes Re CAFBA Education Programs 
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