PETER DAVIS TAXATION & ACCOUNTING SERVICES


A Division of F P D Pty Ltd


ABN 52 003 516 112









22nd February 2004

The Secretary,

Parliamentary Joint Committee on Corporations and Financial Services,

Room SG 64,

Parliament House

CANBERRA   ACT   2600.

E-mail: corporations.joint@aph.gov.au
Dear Secretary,

Draft Regulations – Corporations Ammendment Regulations 2003/2004 (batch 7)

I appreciate the opportunity to make this submission and I would like to comment on Section 7.1.29A of the amended regulation which was released by Treasury on Friday 20th February 2004 and which is expected to be gazetted on Friday 26th February 2004.

I note that the Corporations Amendment Regulation 2004 released by Treasury on 20th February 2004 has an additional section 7.1.29A which was not included in the original Batch 7 of the Regulations originally released in late December 2003 and that this new regulation provides for an exemption from licensing for a recommendation made by a recognised accountant on a self managed superannuation fund.

This is consistent with the Treasurer’s Press Release on the 11th February 2004 where it was stated the following;

“A new regulation is to be made to provide relief from the Financial Services Reform Act 2001 (FSRA) for accountants who provide advice to their clients on the decision to acquire or dispose of an interest in a self‑managed superannuation fund (SMSF).  

The Government accepts that such advice should not require licensing under the FSRA regime.  The new regulation will be consistent with a recommendation made by the Parliamentary Joint Committee on Corporations and Financial Services which considered this matter.  

It ensures that advice on the establishment of a SMSF, which often forms a part of overall business arrangements, is treated comparably with other FSRA‑exempt advice provided to a client, such as on business structuring and taxation.  The exemption for advice on the establishment of a SMSF is in keeping with the policy of exempting such advice from the FSRA.  ”

I support the Treasurer’s Announcement to implement the original Recommendation of your Committee’s June 2003 Report, but I believe that the announced Regulation needs further explanation and clarification in that it does not mirror your Committee’s original recommendation as stated in your Report which was issued in June 2003.

The Committee’s original recommendation stated;

“ The Committee recommends that, as a short term measure until proper consideration is given to a more comprehensive carve-out for accountants, regulation 7.1.29 should be amended as soon as possible to:

exempt superannuation recommendations made by accountants from FSR licensing requirements etc 

I would like to suggest that the term “Self Managed Superannuation Fund” be changed to a more appropriate term which is in line with the Committee’s original recommendation, being “Exempt Superannuation recommendations” made by recognised accountants.

I note that from my perspective it is not the intention to infer that accountants should be able to make recommendations in relation to specific types of investments that may or may not be included in self managed super funds or in any other types of superannuation funds as is stated in 7.1.29(5)(c)(1).

It is completely unrational and unreasonable to expect a Recognised Accountant to not be able to advise their Client should they not wish a Self Managed Superannuation Fund, that the Recognised Accountant should not be able to recommend another type of Superannuation Structure for their Client. It may be that an Industry Fund, Managed Fund or Small APRA Fund may be more suitable for the Client and this fact should be able to be conveyed to the Client and explained.

I appreciate the opportunity to be able to work with your Committee and I advise that I would like to appear before the Committee to provide evidence in person on this matter as it is very urgent that a workable solution be found as a matter of urgency due to the implementation of the FSRA on the 11th March 2004.

The whole point of this legislation is for consumer protection and despite the previous submissions to you Committee the Consumer is still not being provided with the best solution and the Recognised Accountant is the best person to provide this information to their Client.

I note that the costs associated with the Client obtaining some types of advice associated with this ACT (FSRA) will increase substantially due to the Client now possibly having to consult with two professional people, namely a recognised accountant and a financial planner, the holder of an AFSL or a proper authority from same, just to get

I am receiving many complaints from my Clients that their costs may escalate and many people are attempting to capitalise on the great uncertainty that currently exists in the market place and the consumer is not the winner as they were supposed to be.

I would appreciate being provided with a copy of your report when it is released.

Thank you for allowing me the opportunity to make this further submission to the committee and I confirm that I am prepared to Meet the Committee in Canberra when it next sits to discuss this very important matter.

Yours faithfully,

Peter Davis,

B.Bus, Dip FS (FP)

FPNA, FTIA, FNTAA, CFAA (Fin.Servs), AAIM, JP

Registered Tax Agent.
Suite 2, Second Floor, 45-47 Hunter Street, Hornsby NSW 2077

[image: image1.png]COVER OF
EXCELLENCE



PO Box 181, Hornsby NSW 2077

Ph: (02) 9477 5524   Fax: (02) 9477 6392   Email: peter@pdavistaxn.com.au

Liability is limited by the National Institute of Accountants Scheme,

Approved under the Professional Standards Act 1994 (NSW).


[image: image2.png]COVER OF
EXCELLENCE



_1106639688.bin

