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Abacus 

Public Hearing 4 March, 2011 

Proof Hansard, p. 12 

Topic: Representations regarding term 'Authorised Banking Institution' 

Mr Lawler—We are not entirely sure. There is a discussion now with APRA about 
their administration of section 66 of the Banking Act, which is where they protect the 
terms ‘bank’ and ‘banking’, and ‘credit union’ and ‘building society’. So that 
discussion is unfolding at the moment. That might shed a bit of light on where the 
regulator sees what these terms mean to the public and how it thinks they should be 
used. But at this point we certainly do not have a totally positive response to the 
suggestion of changing the Banking Act to get rid of ‘ADI’. 

Mr ANTHONY SMITH—To the extent that you have made public representations 
and the rest, would you be able to provide the committee with that? 

Mr Lawler—Yes. 

 



From:  Luke Lawler [llawler@abacus.org.au] 

Sent:  Friday, 25 March 2011 4:32 PM 

To:  Holland, Ian (SEN) 

Cc:  Edwards, Ruth (SEN) 

Subject:  RE:   

 

Dear Mr Holland, 

 
 

I gave an undertaking to provide further information to the committee on our 
representations proposing a change in the Banking Act 1959 term “Authorised Deposit-
taking Institution” to “Authorised Banking Institution”. 

Here is a link to a 2 July 2010 submission by Abacus to the Treasurer which was recently 
publicly released as part of a Freedom of Information request. This document includes 
our case for the change from “ADI” to “ABI”. 
http://www.treasury.gov.au/documents/1970/PDF/6 letter from ABACUS.pdf 

Earlier and subsequent representations on this matter, covering the same ground, were 
made in our January 2010 Pre Budget submission to Treasury, March 2010 submission to 
the Productivity Commission, April 2010 submission to the Senate Economics 
Committee, November 2010 submission to the Senate Economics Committee and 
January 2011 Pre Budget submission to Treasury. 

Yours sincerely, 

Luke Lawler 
Senior Manager, Public Affairs 
Abacus - Australian Mutuals 
T: 02 6232 6666 
M: 0418 213 025 
F: 02 6232 6089 
llawler@abacus.org.au 
 
Abacus - Australian Mutuals represents Australia's mutual financial services providers as the industry body for 
credit unions, building societies and friendly societies. Abacus is owned by its member institutions and provides 
representation and advocacy services as well as compliance and research services. 
 
www.abacus.org.au 
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NSW Business Chamber  

Public Hearing 4 March, 2011 

Question 1 – Proof Hansard, p. 31 

Topic: Effectiveness of Small Business Loan Guarantees in other countries 

Mr Green—Yes, in response to the GFC. I am not sure exactly what the overall 
perception is, but certainly our communication with fellow chambers in the US and 
the UK has indicated that, as far as they are concerned, the view of their members is 
that these arrangements have been helpful in assisting the securing of funds. 

Senator STEPHENS—It would be helpful if you were able to put your hands on some 
sort of evaluation or reporting on the impact and effectiveness of those arrangements. 
That would be helpful. 

Mr Green—We can certainly take that on notice. 

 

Question 2 – Proof Hansard, p. 31 

Topic: Victoria University Survey 

Senator STEPHENS—You mentioned the Victoria University survey? 

Mr Orton—Yes. 

Senator STEPHENS—It would be helpful if you could provide the questions in that 
survey. They would be quite interesting. 

Mr Green—I will have to get back to you on that. I certainly should be able to track 
that down... 

 

Question 3 – Proof Hansard, p. 32 

Topic: Reasons why small businesses choose not to apply for finance 

CHAIRMAN—Do you know of any cases where businesses have decided not to 
reapply for funds or not to apply for further funds they need through fear of being 
reassessed and re-evaluated and having all their assets revalued? 

Mr Orton—Certainly one of the responses from the Victoria Uni survey is that quite a 
large number have had applications rejected. I am not sure whether we obtained data 
on applications not made in anticipation of being unsuccessful. 
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Mr Green—We did get a number of respondents indicating that they were not looking 
at the moment because they thought they would be unsuccessful and that it is too hard. 
But I do not have specific case studies illustrating that point—the fear that they will 
turn up and the bank will then show attention to them and tighten their criteria. 

CHAIRMAN—I would be interested if you could go back to your membership during 
this inquiry and report back to us as soon as you could— 

Mr Orton—Yes. 

CHAIRMAN—on that issue, but also on whether there are any instances of businesses 
that have actually gone to their bank, looking either to adjust their finance or to 
refinance, and found that, through doing that, they have damaged their business—
whether they found that their assets had been revalued lower and that that has caused 
them hardship. If you have an example now and you could tell us a little bit about it, 
that would be great. If not, we are certainly keen to hear from you. 

Mr Orton—We will come back to you, yes. 

 



 

                                                

31 March 2011 
 
Dr Ian Holland 
Committee Secretary 
Parliamentary Joint Committee on Corporations and Financial Services 
Parliament House 
CANBERRA  ACT  2600 
 
RE: Access for Small and Medium Business to Finance – Questions on Notice   
 
Thank you for providing the NSW Business Chamber with the opportunity to appear before 
the Parliamentary  Joint Committee on Corporations and Financial Services as witnesses  in 
the access to finance hearing on 4 March. 
 
Over  the  course  of  the  hearing, we  took  several  questions  on  notice,  and  committed  to 
provide the Senators with responses to these questions in  a timely fashion. 
 
Q1/ Do we have any information that would assist in evaluating the effectiveness of small 
business loan guarantees in other countries? 
 
The British Government has completed several reviews of its small business loan guarantee 
(previously  called  the  Small  Firms  Loan Guarantee  Scheme  and  now  titled  the  Enterprise 
Finance Guarantee). 
 
These reviews have consistently found that there is a real need for a scheme of this kind to 
exist,  and  that  it has been effective  in  supporting  lending  to  small businesses.  In  January 
2010, the  Institute of Employment Studies completed an economic evaluation of the Small 
Firms  Loan  Guarantee  Scheme  (the  SFLG)  on  behalf  of  the  Department  of  Business 
Innovation and Skills.1 This review found that: 
 

• “The rationale for SFLG is still valid. There remains a need for supporting viable small 
businesses with a lack of security and/or track record.” 

• “The scheme is well targeted with high levels of self‐reported additionality.” 
• “A conservative cost benefit analysis of SFLG covering the first two years benefits of 

loans obtained  in 2006 show the overall benefits outweigh the cost to the economy 
in terms of GVA.” 

• “There  are  other  economic  benefits  attributable  to  SFLG  supported  lending, 
particularly  in terms of sales growth, exports and jobs. The scheme appears to be a 
particularly  cost effective way of  creating additional employment. Further benefits 
may also accrue in the future as supported businesses appear to be more orientated 
towards growth, and many are seeking to develop new products and services.” 

 
 
 

 
1 Institute for Employment Studies, Economic Evaluation of the SFLG Scheme, January 2010. 



 

                                                

In  February  2011,  the  UK  House  of  Commons  Business  Innovation  and  Skills  Committee 
completed  a  report  into  Government  Assistance  to  Industry.2  Among  other  things,  this 
report considered the effectiveness of the Enterprise Finance Guarantee Scheme (the EFGS). 
The report found that: 
 

“It  is  clear  that  the  Enterprise  Finance  Guarantee  Scheme  represents  a  positive 
intervention by the Department and that in general it is now running efficiently. We 
note that there were significant problems when  it was  launched but accept that, to 
some extent, these were caused by the need to bring the Scheme to market before it 
was fully ready. We welcome the Government’s commitment to the Scheme and the 
extension to its lifespan...” 

 
We note that Treasury’s submission to the Joint Committee expressed a number of concerns 
about the merits of a guarantee scheme. We address these concerns below: 
 
Treasury suggests that the UK schemes were not effective because business credit fell in the 
UK  following the crisis. We believe that this  is a  flawed assessment, as the global  financial 
crisis had a dramatic  impact on all developed economies, and the  level of  lending to small 
businesses  would  have  declined  irrespective  of  the  level  of  support  provided  by 
Government. We would contend that the decline in business lending would have been more 
significant had the guarantee not been available, and that it was effective in cushioning the 
decline in business lending. 
 
Treasury then puts forward four reasons why loan guarantees are not effective: 
 

1. They do not address reductions in demand for small business finance. NSW Business 
Chamber  agrees with  this  proposition,  but  do  not  believe  that  this  demonstrates 
that  small  business  guarantees  are  poor  policy.  Guarantees  do  not  target  the 
demand  side,  but  they  are  effective  in  improving  the  supply  of  finance  to  small 
businesses. Business surveys continue to indicate that small businesses that wish to 
access  finance  are  unable  to  do  so  –  this  is  a  supply  side  issue which  could  be 
addressed by a guarantee. 

 
2. They  do  not  stimulate  demand  in  the  economy.  Again,  NSW  Business  Chamber 

agrees  with  this  statement,  but  do  not  believe  this  in  any  way  undermines  the 
merits of a guarantee. The purpose of the guarantee is to help address the shortfall 
in the supply of  finance, which small businesses need to meet  the existing  level of 
demand in the economy. 
 

3. They  can  lead  to  adverse  selection.  We  would  agree  that  a  poorly  designed 
guarantee  scheme  could  result  in  adverse  selection  and  an  excessive  level of  risk 
being  transferred  onto  the  Government’s  balance  sheet.  Our  proposed  model 
(detailed  in our submission) suggests two separate mechanisms that could be used 
to  ensure  that  banks  still  have  “skin  in  the  game.”  This  would  ensure  that 

 
2 UK House of Commons, Business Innovation and Skills Committee, Government Assistance to 
Industry – Third Report of Session 2010-11, February 2011, p. 26. 



 

appropriate risk assessments are still completed before loans are approved, and that 
finance does not flow to businesses with no capacity to make repayments. 
 

4. They can crowd out private providers. Under our proposed model, the private sector 
would  be  responsible  for  assessing  eligibility  for  the  loan  guarantee.  Under  this 
model there could not be any crowding out of the private sector, as the Government 
would not be providing any loan products. In addition, all indications are that there 
is currently insufficient supply to meet demand – it is hard to see how any crowding 
out could occur in such an environment. 

 
In  summary,  we  maintain  that  a  carefully  developed  Government  guarantee  of  small 
business loans can be an effective temporary tool to help support lending until greater levels 
of competition have returned to the Australian banking sector. 
 
Q2/ Can we provide  the Committee with  the  full  set of questions  raised by  the Victoria 
University survey regarding access to finance? 
 
The complete set of survey questions has been attached along with this letter. 
 
If any findings regarding specific questions are of particular interest to Committee members, 
Victoria University  has  indicated  that  it may  have  the  capacity  to  provide  some  of  these 
findings to the Committee to assist them with their inquiry. 
 
Q3/  Can  we  provide  further  information  regarding  the  reasons  why  small  businesses 
choose not to apply for finance? 
 
Victoria Unversity’s access  to  finance  survey asked  respondents whether  they had  sought 
external  finance  in  the  last  two  years  to  fund  business  expansion.  In  response  to  this 
question,  18.7  per  cent  of  small  businesses  indicated  that  they  had  not  sought  finance 
because they did not believe their application would be successful. 
 
Respondents were  invited  to  set  out why  they  felt  an  application  for  finance would  be 
unsucessful. Many stated that banks had tightened their lending criteria, that it was too hard 
to  get  finance  following  the  global  financial  crisis,  and  that  they would not  have  enough 
collateral to secure funds. 
 
Others noted that banks were being more selective, and that  it was harder to satify banks 
that  they  had  a  strong  trading  record.  For  example,  one  respondent  stated  that  “even 
though our business has grown every year over 25 years, the bank is not willing to invest in a 
proven small business.” 
 
For many small businesses, they believed that the likelihood of success was so low that they 
felt  their  time was better  spent  in other areas. One  respondent noted  that  “lenders have 
tightened  to a point where a preferred position  is  to  forge ahead  rather  than  continue  to 
waste energy that would likely prove to be fruitless.” 
 



 

The  following  comment  summarised  one  small  business’s  frustration  with  the  overall 
system: 
 

“In the past we have provided company tax returns etc for the  last 2 years or so  in 
order  to get  finance.   Even when  this  is done  there seems  to be other hidden rules 
and criteria that keep comming out of nowhere in order to progress the application. 
Then it all becomes too hard and the guarantees too large to continue.” 

 
Overall, the strong anecdotal evidence was that many small businesses had stuggled to get 
finance following the global financial crisis, and their belief that  lending conditions had not 
improved meant they were no longer looking for funds. 
 
Should you require further information or clarification on any of these matters, then please 
do not hesitate  to contact Mr Micah Green, Economist on  (02) 9458 7259 or via e‐mail at 
micah.green@nswbc.com.au. 
 
Yours sincerely,  
 

 
Paul Orton 
Director, Policy and Advocacy 



Dear business owner or manager, 
 
Welcome to the Survey of Business Finance in South Australia being carried out by Business SA (link) 
and the Centre for Strategic Economic Studies (Victoria University). 
 
This survey requests the opinion of firm owners and managers about the difficulties they face as 
they seek to grow their firms. In particular, we are interested to hear about your firm’s ability to 
access external credit. 
 
Your participation will contribute to a better understanding of the obstacles facing South Australian 
firms, which will inform policy recommendations. The survey will take between 5‐15 minutes, 
depending on your responses. You can withdraw from the survey at anytime and choose not to 
respond to certain questions. At the completion of the survey, you can request that the results of 
the study be emailed to you when they are published. Those who complete the survey can enter the 
draw for an Apple iPod Classic (160GB) . 
 
Please note that none of the information collected will be used for commercial purposes or shared 
with outside institutions. All data will be stored securely on premises at the Centre for Strategic 
Economic Studies, Victoria University. The privacy of participants is protected by the Privacy Act and 
Victoria University’s Research Ethics guidelines, which follows the national framework . When the 
research is complete, only aggregate statistics will be published so that confidentiality is protected. 
If you have any queries please contact Dr. Andrew van Hulten, the lead investigator for this research, 
via email. If you have any concerns or complaints about the way you have been treated, you may 
contact the Ethics and Biosafety Coordinator, Victoria University Human Research Ethics Committee, 
Victoria University, PO Box 14428, Melbourne, VIC, 8001 phone (03) 9919 4148. 
 
Do you consent to participate in this research? (please tick box) 

Yes 
No 

  
What is the legal status of this firm? 

Sole proprietorship (Sole Trader) 
Partnership 
Incorporated company (e.g. PTY LTD) 
Publicly‐listed company 
Other (please specify) 

 
What industry is your firm engaged in? (e.g. manufacturing, financial services) 

Entered manually and coded 
 
Firm size 

• How many people does this firm employ?   
• What is the firm's approximate annual  revenue? 

 
Accounting and auditing       

• Does your firm employ a professional accountant? 
• Does an external auditor review to prepare firm's financial accounts?   
• Does your firm have a formal business plan?  

         
What best describes the debt level of the firm? 

Has no debt 



Has low levels of debt 
Has moderate levels of debt 
Has high levels of debt 
Is close to insolvency 
Do not know 
Prefer not to say 

 
Does the firm need access to external finance in order to survive in the next 12 months? 
 
Ownership characteristics  

• Is this a family‐owned business?    
• Does this firm operate as a franchise? 
• What percentage of this firm is  foreign‐owned?  

 
Importing and exporting       

• Does this firm specialise in importing goods and services? 
• Does this firm sell goods or services inter‐state within Australia? 
• What percentage of total firm revenue comes from exports overseas? 

   
Business characteristics      

• How many business  premises  does this firm operate?(including international 
subsidiaries) 

• Is this firm home‐based? (i.e. operate from a personal residence)   
• How old is the firm?        

         
Which best describes your position? 

I am an owner‐manager responsible for investment and borrowing decisions (including 
partners and part‐owners) 
I am a manager involved in investment and borrowing decisions 
I am filling this survey out on behalf of an owner‐manager 
I am filling this survey out on behalf of a firm manager 
Other (please specify) 

  
Owner/Manager characteristics. 

• Were you born in Australia?   
• Did you arrive in Australia to live in the last 10 years?  
• Is English your second language?     
• Gender? 
• Age?         
• How many years experience do you have as a business manager? 
• How many years experience do you have as a business owner? 
• What is the highest level of formal education that you have completed? 
• Do you have a formal qualification related to business management (e.g. management, 

accounting, finance)? 
• Have you used your personal assets (e.g. family home) as collateral to get a business loan 

for this firm? (Owner‐managers only) 
• Do you own your own home? (Owner‐managers only) 
• Have you ever declared bankruptcy? (Owner‐managers only) 

 
Does your firm have a line of credit (or overdraft facility) with a financial institution? 
 



 
Credit history of the firm     

• Has the firm been late to make debt repayments in the last 5 years? 
• Has the firm renegotiated debt repayments in the last five years? 
• Does the firm have a debt with the Australian Taxation Office? 

 
Over the last 2 years, did this firm pass up attractive business opportunities because it could not 
access external finance? (Tick ALL boxes that apply) 

No 
Yes, because attempts to access external finance were unsuccessful. 
Yes, because credit was not available in sufficient quantities 
Yes, because credit/finance  was  too  expensive  (e.g.interest rates were too high) 
Yes, because lender conditions were too strict (e.g. collateral requirements). 

  
Innovation 

Please indicate your level of agreement with the following statements. 
Strongly/Moderately Agree/Disagree 
• The firm must constantly invest in high‐tech equipment and new processes to remain 

competitive. 
• The firm must invest heavily in research and development or intellectual property to 

grow. 
  
What factors are obstacles to the GROWTH of this firm?  

No obstacle  
Minor obstacle 
Moderate obstacle 
Major obstacle   
• Transport and communication costs Inadequate infrastructure (roads, rail, utilities) 
• Inadequate access to finance 
• Recruiting and retaining skilled labour  
• Recruiting and retaining low cost labour 
• Labour market regulations 
• Reliable supplies of inputs and products 
• Foreign competition 
• The exchange rate 
• Other MAJOR firm obstacle not listed above (please specify). 

  
Which best describes the priority given to growing this firm? 
  The firm wants to scale‐back operations 
  Firm growth is not a priority   

Firm growth is a minor priority   
Firm growth is an important priority   
Firm growth is the most important priority 

 
Importance of access to finance  

• Access to external finance is ESSENTIAL if this firm is to achieve its long‐term goals. 
Strongly/Moderately Agree/Disagree 
 

   



 
Credit history of the firm     

• Has the firm been late to make debt repayments in the last 5 years? 
• Has the firm renegotiated debt repayments in the last five years? 
• Does the firm have a debt with the Australian Taxation Office? 

 
Over the last 2 years, did this firm pass up attractive business opportunities because it could not 
access external finance? (Tick ALL boxes that apply) 

No 
Yes, because attempts to access external finance were unsuccessful. 
Yes, because credit was not available in sufficient quantities 
Yes, because credit/finance  was  too  expensive  (e.g.interest rates were too high) 
Yes, because lender conditions were too strict (e.g. collateral requirements). 

  
Innovation 

Please indicate your level of agreement with the following statements. 
Strongly/Moderately Agree/Disagree 
• The firm must constantly invest in high‐tech equipment and new processes to remain 

competitive. 
• The firm must invest heavily in research and development or intellectual property to 

grow. 
  
What factors are obstacles to the GROWTH of this firm?  

No obstacle  
Minor obstacle 
Moderate obstacle 
Major obstacle   
• Transport and communication costs Inadequate infrastructure (roads, rail, utilities) 
• Inadequate access to finance 
• Recruiting and retaining skilled labour  
• Recruiting and retaining low cost labour 
• Labour market regulations 
• Reliable supplies of inputs and products 
• Foreign competition 
• The exchange rate 
• Other MAJOR firm obstacle not listed above (please specify). 

  
Which best describes the priority given to growing this firm? 
  The firm wants to scale‐back operations 
  Firm growth is not a priority   

Firm growth is a minor priority   
Firm growth is an important priority   
Firm growth is the most important priority 

 
Importance of access to finance  

• Access to external finance is ESSENTIAL if this firm is to achieve its long‐term goals. 
Strongly/Moderately Agree/Disagree 
 

   



  
Did the firm seek external finance in the last 2 years to fund BUSINESS EXPANSION? 

Yes 
No, the firm did not need external finance 
No, because it was assumed  than an attempt to raise external finance would be unsuccessful. 

  
In the previous question, you indicated that you thought an application for external finance would 
not have been successful. Why do you think this? (please specify) 
 
In the last 2 years, how many attempts to raise external finance were SUCCESSFUL? Including bank 
loans, sale of equities and bonds, trade finance etc.  
 
Details of the MOST IMPORTANT loan application in the last 2 years that was SUCCESSFUL 

• Loan maturity 
• Length of firm's relationship with lender (at time of application) 
• Did an accountant or financial advisor assist in the application for external finance? 
• What was the MOST IMPORTANT use for the finance raised? 

• Increase cash reserves/working capital 
• Acquisition of another business   
• Purchase of land/buildings   
• Maintaining/Refurbishing existing buildings, equipment  Investment in new 

production equipment (excl. IT)   
• New computing/IT systems   
• Research and development   
• Purchase of new intellectual property (patents, licenses etc)   
• Other   
• Do not know   
• Prefer not to say 

• Type of finance raised? 
• Loan from Big Four Banks (NAB, ANZ etc) 
• Loan from other banks or financial companies   
• Loan from family/friends   
• Loan from owners   
• Line of credit or overdraft facility   
• Trade credit (inc. factoring)   
• Equity investment from existing owners   
• Equity investment from new owners/partners   
• Issue of equity or bonds on capital markets   
• Lease agreement   
• Loan from government or not‐for‐profit agency 
• Government grant   
• Other   
• Do not know   
• Prefer not to say 

• What interest rate are you currently paying on this loan (%)?  
   
   



In the last 2 years, how many attempts to access external finance were UNSUCCESSFUL? Including 
bank loans, sale of equities and bonds, trade finance etc.  
 
Details of the MOST IMPORTANT application for external finance that was UNSUCCESSFUL in the 
last 2 years 

• Loan maturity 
• Length of firm's relationship with lender (at time of application) 
• Did an accountant or financial advisor assist in the application for external finance? 
• What was the MOST IMPORTANT intended use for the finance raised? 

• Increase cash reserves/working capital 
• Acquisition of another business   
• Purchase of land/buildings   
• Maintaining/Refurbishing existing buildings, equipment  Investment in new 

production equipment (excl. IT)   
• New computing/IT systems   
• Research and development   
• Purchase of new intellectual property (patents, licenses etc)   
• Other   
• Do not know   
• Prefer not to say 

• Type of finance applied for? 
• Loan from Big Four Banks (NAB, ANZ etc) 
• Loan from other banks or financial companies   
• Loan from family/friends   
• Loan from owners   
• Line of credit or overdraft facility   
• Trade credit (inc. factoring)   
• Equity investment from existing owners   
• Equity investment from new owners/partners   
• Issue of equity or bonds on capital markets   
• Lease agreement   
• Loan from government or not‐for‐profit agency 
• Government grant   
• Other   
• Do not know   
• Prefer not to say 

• What reasons were given by lenders for why the application was unsuccessful? Please 
• No reason given by lender 
• Lender thought firm was already too indebted 
• Insufficient collateral 
• Poor credit history/rating 
• Proposed project was not viable 
• Lender did not have funds available 
• Equity or bond raising was deemed unlikely to succeed 
• Don’t know 
• Prefer not to say 
• Other (please specify) 

• What were the consequences of the unsuccessful attempt(s) to raise external finance? 
• Firm growth has been constrained significantly (Strongly/Moderately 

Agree/Disagree) 



• The chances of firm bankruptcy have increased significantly (Strongly/Moderately 
Agree/Disagree) 

     
Firm profitability 

• Was the firm profitable for the 3 financial years prior to the recently completed financial 
year (i.e. 2006‐07, 2007‐08, 2008‐09) 

• Was the firm profitable for the recently completed financial year (2009‐10) 
• Do you expect the firm to be profitable this coming financial year (2010‐2011)? 

 
Balance sheet items  

• Approximately, what are the total assets of your firm ($AU)? 
• Approximately what are the total liabilities of your firm ($AU)? 
• Approximately, what percentage of the firms total assets are 'hard assets'such as land, 

buildings and vehicles? (%) 
  
Has the firm recently declared bankruptcy or gone into voluntary administration or receivership? 
 
How long does it take to visit your primary business banker in person? 

0‐5 minutes 
6‐15 minutes 
16‐30 minutes 
31‐60 minutes 
More than an hour 
They usually come to our premises 
We have no face‐to‐face contact with our business banker 
Other (please specify) 

 
Please enter the post‐code of the physical location of the firm. 
If the firm has multiple locations, please list the post‐code of the main office. 
 
The survey is now complete. Thank you for your participation. 
 
If you wish to provide additional feedback on some of the issues raised by the survey, please let us 
know here. 
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The Treasury  

Public Hearing 4 March, 2011 

Question 1 – Proof Hansard, p. 39 

Topic: History of US small business guarantee 

Mr ANTHONY SMITH—I would not mind getting your perspective, Mr Lonsdale, 
because I know you have worked in this area. I read in one of the submissions, 
particularly on the history, that the US has had something since the 1950s. Let me be 
blunt. Can you fill in some of our gaps in knowledge, like what I think the Bush 
administration, I suppose initially, did in terms of boosting up in this area? Where are 
some of them at now?  

Mr Lonsdale—I think we can come back on the chronology. We are happy to do that. 
To be honest, I cannot take you through the chronology from 1950 but I can certainly 
come back. 

Response 

Information on the history of US small business assistance (particularly, lending 
programs and loan guarantee schemes) can be found on the US Small Business 
Administration at http://www.sba.gov/about-sba-services/198.  

 

The Treasury  

Question 2 – Proof Hansard, p. 44 

Topic: Definition of Small Business 

Mr Murphy—With SMEs, it is not an exclusive definition. It is just a guide. 

Mr Lonsdale—When designing policy typically, whether it is tax policy or regulatory 
policy or whatever it is, you always take a broader view—it is not so much the 
definition but whom it is that you want to direct something to.  

Mr ANTHONY SMITH—You might remind me—how do the capital gains tax small 
business-specific measures work?  

Mr Lonsdale—We would take advice from our revenue group people on that. A lot of 
work has been done on the tax side to try to streamline the definition of small 
business.  

Mr ANTHONY SMITH—Yes. Could you send us something on that—not that it is 
going to be a big focus. I think the chair raised it. Ultimately, in any report we will 
have to address this issue. 

http://www.sba.gov/about-sba-services/198
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Response 

Broadly, a small business entity for taxation purposes is one with an aggregated 
turnover of less than $2 million.  The aggravated turnover includes the turnover of the 
small business entity and certain closely related entities. 

 

The Treasury  

Question 3 – Proof Hansard, p. 44 

Topic: Banking reform community awareness campaign – timeframe 

Senator STEPHENS—On a slightly tangential issue, we had evidence this morning 
from the mutuals and credit unions representative around the government’s 
undertaking in relation to the Bank on a Better Deal campaign. We had a discussion 
then about who might be overseeing that campaign, the authority with which the 
campaign would operate and the importance of consumer education around financial 
literacy and these issues. Does Treasury have a view? Would it be APRA? Would it 
be the Financial Literacy Foundation? Where do you think it would be most potently 
driven?  

Mr Lonsdale—On the last one, I am not sure at this stage, but I can give you a sense 
of where the thinking is up to in terms of the broader campaign. The government 
announced in the statement it issued on 12 December that it wanted to look at a 
campaign approach. Some preliminary research has been done—market testing. Some 
preliminary results have come through, but it is very partial at this stage because it is 
quite qualitative. I have not yet seen the quantitative results of surveying, but the idea 
is that when that comes together—which has not yet happened—advice would be put 
to government on the form of the campaign. So whether that is advertising or a 
website approach—there are different forms that could take. No decision has been 
made on that. There is an established government process where that research would 
go and decisions would be made.  

Senator STEPHENS—Is there a time frame involved? Do we know a target date and 
when it might start?  

Mr Lonsdale—I can come back to you on that target date. 

Response 

The Campaign commenced on 15 March 2011 with the launch of ASIC's new 
personal finance website called MoneySmart (www.moneysmart.gov.au). Timeframes 
for future elements of the campaign have not been finalised at this stage. 

http://www.moneysmart.gov.au/
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Australian Prudential Regulation Authority 

Public Hearing 11 March, 2011 

Proof Hansard, p. 45 

Topic: Regulatory Framework 

CHAIRMAN—It is a complex area, but I ask APRA, as the regulator, perhaps to 
consider that and write to the committee with some thoughts—if this is just not 
possible, fair enough—on whether there is some consideration of how regulation 
works on the treatment of specific financial arrangements. 

Mr Johnson—You are looking at something similar to the hardship loans that the 
LGA has put in place? 

CHAIRMAN—Yes, that is one example.... 

 I have heard of—and as I said this is anecdotal, but I know there are such cases—of a 
business which was operating well, was viable and managing itself although things 
might have been tight, for which their bank, having reassessed a number of things and 
suggested a number of courses of action, actually created a problem resulting in the 
business failing because the new terms and conditions just were not possible to meet. 

Mr Byres—I think we certainly understand the issue. The challenge is what to do 
about it because, as I said, what is someone’s reasonable risk based pricing is someone 
else’s unreasonable request and excessive margin. They are often in the eye of the 
beholder, but I understand the issue and we will have a think about it. 

CHAIRMAN—Can you take it on board? 

Mr Byres—Yes. 





 




