The Secretary

Parliament Joint Committee on Corporations and Financial Services

Parliament House

Canberra ACT 2600

Dear Sir/Madam

Re: Inquiry into the regulations and ASIC policy statements made under the Financial Services Reform Act 2001

The Institute of Chartered Accountants of New Zealand ('the Institute') welcomes the opportunity to present our views on the regulations and ASIC policy statements made under the Financial Services Reform Act (FSRA) 2001. 

Members of the Institute provide accounting services while resident in Australia, and also via electronic means to Australian citizens from other countries. 

The Institute would like to place on record our support of the submission of the ICAA and CPA Australia. 
Under the Corporations Regulations 9.2.01, New Zealand Institute members are registered for the purpose of company audit in Australia.
We understand that Regulation 7.1.29 of the FSRA has recently been amended to change the 'qualified accountant' exclusion/clarification to 'recognised accountant'. Further the ICAA understands from discussions with ASIC and Treasury staff that the reason for this amendment is to enable ASIC to include other accountants additional to those currently recognised as 'qualified accountants' i.e. CA and CPA members of the ICAA and CPA Australia. An example of other accountants would be members of overseas chartered accountant bodies, including the Institute of Chartered Accountants of New Zealand.

The Institute of Chartered Accountants of New Zealand applied to ASIC for 'qualified accountant' status on 10 December 2001. See attached. To date we have not received a final reply to the submission – we understand that criteria to assess the application are in the process of being developed (or will be revised via Regulation 7.1.29).

We believe that it is also important to note the Trans-Tasman Mutual Recognition Agreement, which provides for the recognition of occupational qualifications and registration between Australia and New Zealand citizens. In essence, the principle of the agreement is that a person registered to practice an occupation in New Zealand is entitled to practice an equivalent occupation in Australia (and vice versa). 
It is our understanding that the Australia Trans-Tasman Mutual Recognition Act (ATTMRA) 1997 overrides all Commonwealth Acts (see Section 5 [1]), except where any law expressly overrides the 1997 Act. As we understand it, the FSRA 2001 does not include an override provision of this nature. 

This would suggest that if members of the ICAA and CPA Australia were 'recognised accountants' for the purposes of 7.1.29 then New Zealand Institute members would also qualify under the ATTMRA. Alternatively, if 'qualified accountant' remains the trigger for exemptions under Regulation 7.1.29 than New Zealand Institute members would currently qualify under the ATTMRA.

We would be happy to forward any additional material required by the Committee. 

Yours sincerely,

David Pickens

Director – Government Relations and Special Projects
10 December 2001

Doug Niven

Deputy Chief Accountant

Office of the Chief Accountant

Australian Securities and Investment Commission

GPO Box 4866

Sydney

NSW 1042

Australia

Dear Mr Niven

Application for members of the Institute of Chartered Accountants of New Zealand to be deemed ‘qualified accountants’ and ‘prescribed accountants’

This letter constitutes a submission, for your consideration, from the Institute of Chartered Accountants of New Zealand (‘the Institute’) to the Australian Securities and Investment Commission (ASIC).  

The submission is an application for members of this Institute’s Colleges of Chartered Accountants, Associate Chartered Accountants, and Accounting Technicians to be declared:

· ‘qualified accountants’ for the purposes of subsection 88B(2) of the Corporations Act 2001 (“the Act”), and under the class order dealing with sophisticated investors (section 708) as outlined in ASIC Policy Statement 154; and
· ‘prescribed accountants’ under the class order dealing with audit relief for proprietary companies (section 341) of the Act, as outlined in ASIC Policy Statement 115.

We understand that ASIC policy in the area of "qualified accountant" declarations is still being developed, but would welcome an early indication of what additional material, if any, you may require for the Institute to satisfy your operational requirements.

1.
Receiving ‘qualified accountants’ and ‘prescribed accountants’ status 

In an increasing global world, the mobility of labour is a key determinant of all economies’ productivity and profitability. The key benefits of the portability of labour are increased access by both firms and consumers to a wider range of services, more accurate price settings for services, thus greater net efficiencies.

To provide ASIC with a reasonable background on the Institute, this letter provides a profile of our professional body as well as summaries of our: 

· admissions requirements for chartered accountants, associate chartered accountants and accounting technicians;

· ongoing membership requirements and practice standards;

· quality assurance and disciplinary systems; and

· international recognition and bi-lateral relationships.

2.
A brief profile of the Institute 
The Institute of Chartered Accountants of New Zealand was founded initially as the Incorporated Institute of Accountants in 1894 and later became the New Zealand Society of Accountants in 1909. In 1996 the Society was re-constituted, changed its name, and received renewed legal status through the Institute of Chartered Accountants of New Zealand Act 1996.  

The Institute maintains three membership colleges: 

· the College of Chartered Accountants;

· the College of Associate Chartered Accountants; and 

· the College of Accounting Technicians.  

The terms “Chartered Accountant”, “Associate Chartered Accountant”, and “Accounting Technician” are legally protected terms and cannot be used in New Zealand by non-Institute members.

New Zealand legislation allows accountancy to be practised by persons who are “suitably qualified” – they are not required to be Institute members. Thus Institute membership is voluntary for practising accountants – the Institute does not hold monopoly rights. Nevertheless, certain practices (such as undertaking audits of public companies) are restricted by legislation. Institute members who are “Chartered Accountants” are legally entitled to undertake such audits.

Despite the legal entitlement for Chartered Accountants to audit, the Institute imposes its own quality assurance requirements on those of its members who wish to offer audit services (above a $13,000 income threshold), or indeed any other core accounting service, to the public. Only the members of the Chartered Accountants College may offer core accounting services to the public, and they must be eligible for, and obtain, a Certificate of Public Practice from the Institute. This involves meeting certain admissions criteria and undergoing quality assurance reviews, in addition to the standard admissions and ongoing membership requirements applicable to Chartered Accountants generally.

The Institute is a self-governing, self-regulating, and self-disciplining professional body.  Its statutory functions are as follows:

(a) to promote quality, expertise, and integrity in the profession of accountancy by its members in New Zealand

(b) to promote, control, and regulate the profession of accountancy by its members in New Zealand

(c) to promote the training, education, and examination of persons practising, or intending to practise, the profession of accountancy in New Zealand or elsewhere,

(d) any other functions that are conferred on it by the rules.

Other Institute activities include the development of financial reporting, auditing, and other professional standards (including an extensive Code of Ethics). The Institute also represents the public interest and members’ views to Government and other policy makers regarding taxation and commercial law.

Membership currently stands at 27,000, which is a large membership for a professional body in a country with a population of 3,500,000. Twenty three per cent of Institute members are based overseas, many of whom are serviced by Institute branches in London, Sydney, Melbourne, and Fiji.  

The Institute’s web site also provides an overview of the Institute’s profile:

http://www.icanz.co.nz/StaticContent/StaticPages/Institute/Profile.cfm


3.
Overview of the qualifying (i.e. admissions) requirements

The qualifying process for each college involves a candidate completing three interdependent components:

· academic study; and

· practical experience; and a

· professional competence programme

The requirements a candidate must meet to complete a component will vary according to the college to which he/she seeks admission. 

3.1
Academic study

The academic study component is designed to deliver the required body of knowledge (both technical and theoretical) as well as develop higher level cognitive skills, among other things.  On completing the study programmes, students will have gained sufficient technical and theoretical knowledge to enter the work place and embark on the Professional Competence Programme.

The academic requirements for membership of the Chartered Accountant and Associate Chartered Accountant Colleges are identical:

· four years of (equivalent) full time study at bachelor’s level (or higher);

· completion of a bachelor’s degree;

· coverage of specified core accounting and business topics; 

· coverage of (at least) four from six advanced accounting topics; and

· overall coverage:  35-40% accounting study, 35-40% business-related study, and 20-30% general (i.e. non-accounting, non-business-related) study.

The four year Chartered Accountant and Associate Chartered Accountant programme is offered by Institute-approved tertiary education institutions (ATEIs), all of which are degree-granting institutions, most of which are universities, and all of which are subject to regular Institute reviews (academic audits) at intervals not exceeding five years. The Institute has currently approved 14 ATEIs.  Given the size of New Zealand and the small number of ATEIs, the Institute is able to nurture close relationships with the tertiaries and is able to exercise considerable influence to achieve desired outcomes.

An alternative academic route exists for Accounting Technician candidates. The benchmark qualification is the New Zealand Diploma in Business including accounting topics specified by the Institute. The Diploma is owned (and externally moderated) by the New Zealand Qualifications Authority (NZQA), and delivered by Polytechnics  (i.e. TAFE ‘equivalents’), who hold the authority to award degrees. 

3.2
Practical experience 

Intending Chartered Accountants and Associated Chartered Accountant College members are required to complete at least three years of relevant experience, including at least two years:

· of specified practical experience (i.e. covering at least three from six specified areas of accounting
 and demonstrating units and elements of competence in accordance with the Chartered Accountant Log Book);

· under the guidance of an Institute-registered mentor, who verifies and attests to the demonstration of competence.

An additional requirement of Chartered Accountants candidates is that specified practical experience must be completed within an Institute-approved training organisation (ATO), which is approved on the basis of a detailed submission to the Institute regarding the experience/training programme available. ATOs are subject to regular reviews.

Intending Accounting Technicians College members are required to complete at least two years of relevant experience, including at least one year:

· of specified practical experience (i.e. covering at least one from six specified areas of accounting2 and demonstrating units and elements of competence in accordance with the Accounting Technician Log Book).;

· under the guidance of an Institute-registered mentor, who verifies and attests to the demonstration of competence.

The units and elements of competence required for Accounting technicians differ from those required for Chartered Accountants and Associate Chartered Accountants.

3.3
Professional competence programme

· Professional Competence Examination 1 (PCE 1)

· Professional Accounting School (PAS) and Professional Competence Examination 2 (PCE 2)

In New Zealand, students develop technical accounting knowledge and skills through academic study. Because the academic component imbues students with the body of knowledge, the Professional Competence Programme does not re-examine the exact same capabilities that have already been examined in the tertiary programmes. The intention of the Programme is to develop competencies beyond those developed in the tertiaries and, often, at a more integrated and strategic level than some candidates will be exposed to during the earlier stages of their work experience.

The professional programme deals with the structure and authority of the profession, professional ethics, current non-technical topics relevant to the profession (PCE1), and professional skills, business environment, compliance (i.e. external reporting, audit, taxation), financial management, and business strategy (PAS/PCE2).

The Professional Competence Programme is delivered by Advanced Business Education Limited (ABEL), a subsidiary company of the Institute, and involves self-study, (individual and group) workshop participation, assessment of workshop activities, and assessment through invigilated examination.

Although a subsidiary company, ABEL is contracted to deliver the Professional Competence Programme as if it were a third party provider. It is subject to regular quality assurance reviews (academic audit and business review) to ensure that the Programme complies with the policy prescribed by the Institute. Reviews are conducted by panels of independent reviewers. 

3.4 
Summary of qualifying requirements for Chartered Accountants, Associated Chartered Accountants and Accounting Technician Colleges

In summary, the qualifying requirements for each College are:

	Component
	Chartered Accountant
	Associated Chartered Accountants
	Accounting Technician

	ACADEMIC


	4 years full time specified bachelor degree level study in an ATEI


	4 years full time specified bachelor degree level study in an ATEI


	2 years full time specified tertiary study 



	PRACTICAL EXPERIENCE


	1 year general accounting experience 

plus

2 years specified experience in an ATO with a registered mentor


	1 year general accounting experience 

plus

2 years specified experience with a registered mentor


	1 year general accounting experience

plus

1 year specified experience with a registered mentor

	PROFESSIONAL COMPETENCE


	PCE1

PAS

PCE2


	PCE1
	PCE1


4.
Ongoing membership requirements and practice standards
All Chartered Accountants are required, by the Institute’s Rules, to complete at least forty hours of continuing professional development (CPD) each year. Thus members are required to devote at least forty hours to developing their knowledge and skill in areas relevant to their professional competence. Accounting Technicians are similarly required to complete at least twenty hours of CPD each year. 

Associated Chartered Accountants do not currently have formal CPD requirements. However, entry to the Associated Chartered Accountants College is being closed from 31 December 2001 (except for individuals part way through the entry requirements). Currently, there are approximately 2,500 members who are Associated Chartered Accountants, approximately 200 of whom we believe are resident in Australia. 

Of the minimum hours Chartered Accountant and Accounting Technician members are required to complete, at least half must be “structured”. Structured CPD involves developmental activities that are wholly or partly controlled by persons other than the member undertaking the development. There is thus external structure and discipline imposed on the member for this type of CPD. By contrast, unstructured CPD involves less formal activities that keep members up-to-date with current developments.

All Institute members are required to comply with its Code of Ethics, which is comparable with the Codes of various other leading Chartered Accountants Institutes and the International Federation of Accountants (IFAC). The Code is aimed at the maintenance of discipline and good conduct and is grounded in several fundamental principles
 which, among other things, require that members do not attempt to undertake specific lines of work for which they are not competent.

Of the Institute’s members, only Chartered Accountants may offer certain accounting services
 direct to the public.  Those Chartered Accountants s wishing to offer these services are required, by the Institute’s Rules, to obtain a Certificate of Public Practice (CPP). There are specific admissions requirements for members who apply to hold a CPP, the main focus of which is on their past experience and competence to offer accounting services direct to the public.

While the principles in the Code of Ethics apply generally to all members, some “Ethical Provisions” relate specifically to members in public practice. In addition, the Institute has specific “Ethical Guidelines” in particular areas.  Members in public practice must also comply with a set of professional engagement standards and guidelines, which cover a range of accounting services that members offer to the public. In addition, compliance with technical standards (e.g. financial reporting standards and auditing standards) is required. These technical standards are comparable with international best practice.

5.
Quality assurance and disciplinary systems

In addition to the quality assurance mechanisms around the pre-qualification admissions process, the Institute undertakes a range of quality assurance activities for qualified members.

All Chartered Accountants and Accounting Technicians are required to declare, annually, their compliance with the CPD requirements. There are follow-up processes for those who do not complete sufficient CPD hours, which could result in the Institute’s Admissions Board removing the member’s name from the Institute register. In addition to the self-declaration applying to all Chartered Accountants and Accounting Technicians, regular reviews (i.e. audits) are conducted of the CPD activities of members in public practice.

All members in public practice (i.e. CPP holders) are subjected to a review of their practices, in accordance with the Institute’s Rules. The reviews (or audits of professional practice) are undertaken by the Institute’s Practice Review Unit, which operates under the authority of the Practice Review Board. The reviews involve site visits, examination of documents and processes within public practice offices, and interviews with practitioners. Depending on the Unit’s findings:

· no further action could be required;

· further action could be taken to correct deficiencies; or

· for serious cases, disciplinary action could be taken against members.

Disciplinary matters are handled, in the first instance, by the Institute’s Professional Conduct Committee. This Committee investigates complaints against members that may arise from any source, including clients, the general public, or the Practice Review Board. The Committee’s findings may result in one of several outcomes, including no further action, admonishment of the member, or an order to pay costs, or referral of the member to the Disciplinary Tribunal (which includes a lay person).

When a complaint is lodged with the Disciplinary Tribunal, it has the power to suspend a member if this is deemed desirable in the public interest or in the financial interest of any person. Depending on the Tribunal’s findings (derived through a hearing which is usually in public), it may remove the member from Institute’s register (i.e. strike-off), suspend the member, impose a fine, cancel a CPP, order regular reviews of the member’s practice (i.e. in addition to the normal, routine reviews), require any corrective action, order a fee waiver or payment to a client, or otherwise censure the member.

The Institute also has an Appeals Council, which comprises a quorum of a barrister of no less than seven years experience as chair, a lay person and a chartered accountant. Disciplinary Tribunal decisions may be appealed to the Appeals Council by either the member or the Professional Conduct Committee. When an appeal is lodged, the Appeals Council may suspend a member if this is deemed desirable in the public interest or in the financial interest of any person. Every appeal is conducted by way of a rehearing (which are usually in public). It has the power to confirm, vary, or reverse a Disciplinary Tribunal decision (as well as make orders for costs).

6.
International relationships - Australia
New Zealand is close to Australia, not only in physical proximity, but also in its modern history, culture, and legal system. European settlement brought a common culture to both countries that, as members of the British Commonwealth, share a common basis of law and government.

It is important to note the Australian and New Zealand Governments have signed up to the Trans-Tasman Mutual Recognition Agreement (TTMRA), which provides for the recognition of occupational qualifications and registration. In essence, the principle driving the TTRMA is that a person registered to practice an occupation in New Zealand is entitled to practice an equivalent occupation in Australia (and vice versa). Further, this agreement is reinforced by the Trans-Tasman Travel Arrangement (TTTA), which permits the free movement of labour between our two countries. 

The Institute of Chartered Accountants of New Zealand has close relationships with both major Australian accountancy bodies, the Institute of Chartered Accountants in Australia (ICAA) and CPA Australia.  

The Institute holds a reciprocity arrangement with ICAA, whereby “Chartered Accountants” from either professional body may assume full membership of the other body upon completion of “orientation courses” in local taxation and company law.

Further, the Institute works closely with ICAA and has jointly developed professional educational material relating to the application of professional ethics. 

All three professional bodies in the region (the Institute, ICAA, and CPA Australia) commissioned a joint study in the early 1990s of the competencies required of professional accountants. This study formed the basis for a competency framework, which each body is able to adapt to fit their respective qualifying structures.

Another key activity involving the three bodies is the joint sponsorship of, and involvement in, the Accounting Association of Australia and New Zealand (AAANZ), including its annual research conference. The AAANZ is the Australia-New Zealand equivalent of the American Accounting Association (AAA). The professional bodies are involved in the governance of the AAANZ, contribute research funds, and are closely involved with events at the annual conference.

It is notable that accounting academics from Australia and New Zealand belong to the same association; this is symptomatic of the similarities between the two countries, which is also seen in the seamless and frequent transfers of academic staff from one country to the other.

Our close association with the Australian profession has historically involved cooperation in accounting standard setting. Staff and board members from each jurisdiction have been given reciprocal observer status at each other’s standards setters’ Board meetings. We have also worked together to develop joint financial reporting standards.

In addition, under the Corporations Regulations 9.2.01, Institute members are registered for the purpose of company audit in Australia.

7.
International relationships - Other
The New Zealand Government has signed up to General Agreement in Trade in Services (GATS) and is a significant supporter of the principles of free trade. New Zealand is a fellow member of APEC and supporter of the World Trade Organisation (WTO), for which it has provided the current Chair. Indeed, the Institute supports the Australian negotiating proposal for accountancy services to the WTO for trade in services, which notes several impediments to further liberalisation of the accountancy sector, including less favourable treatment of certified foreign accountants (see attached). 

The Institute of Chartered Accountants of New Zealand is a full member body of the International Federation of Accountants (IFAC), an umbrella organisation of professional accountancy bodies world-wide. New Zealand currently chairs the IFAC Education Committee and is also represented on the IFAC Public Sector Committee (which it recently chaired) and the IFAC Nominations Committee.

In addition to the ICAA, we have reciprocity arrangements at Chartered Accountant level with the following professional bodies:

· Institute of Chartered Accountants in England & Wales;

· Institute of Chartered Accountants of Ireland; and

· Institute of Chartered Accountants of Scotland.

Reciprocity arrangements are currently under review with the Canadian Institute of Chartered Accountants and the South African Institute of Chartered Accountants. We expect these arrangements to be confirmed either this year or early next year.

This Institute has signed a Memorandum of Understanding with the ICAA and Institute of Chartered Accountants of Scotland (ICAS), setting out a basis for co-operation and joint-venture work on developing education and training material for Chartered Accountants.

Reciprocity arrangements have also been established between the College of Accounting Technicians and the Association of Accounting Technicians (AAT) based in the UK.

The Institute was an active participant in the (recently disbanded) G4+1 group of financial reporting standard setters. It remains one of only eight financial reporting standards setters that have formal liaison relationships with the new International Accounting Standards Board (IASB). New Zealand leads the IASB project on revaluation and is also represented on the IASB Standards Advisory Council.

As a professional body, our closest and most valued relationships are with a select group of overseas professional bodies, with which we hold regular meetings (at the Chief Executive/President level) and participate in specific projects. This group comprises the Institute of Chartered Accountants in Australia, the American Institute of Certified Public Accountants, the Canadian Institute of Chartered Accountants, and the Chartered Institutes in the British Isles and South Africa. 

Conclusion

I trust the above information provides the material required to support our application.  If you have any additional queries, please contact John Dickson, Senior Analyst – Government Relations and Special Projects, at john_dickson@icanz.co.nz or phone +64 4-474 7810 or fax +64 4-4726282.

Yours sincerely

April Mackenzie

Divisional Director – Policy

Attachments
1. The Institute of Chartered Accountants of New Zealand Act 1996;

2. The Institute’s Rules; 

3. The Institute’s Code of Ethics; and
4. World Trade Organisation, Communication from Australia, Department of Foreign Affairs and Trade, 28 March 2001.
� Institute of Chartered Accountants of New Zealand Act 1996, clause 5.





� Six areas of qualifying experience include:


external reporting		�
taxation�
�
management accounting�
business finance / treasury�
�
auditing�
insolvency / reconstruction�
�






� Integrity; objectivity; professional competence, due care and timeliness; technical standards; professional behaviour; confidentiality; and independence. 





� The range of “accounting services” to which the Rules apply consists of the preparation of financial information, auditing, taxation, and insolvency work.





� The orientation courses will usually consist of two university degree-level papers.  Maximum exemptions are given (for reciprocity purposes) to members who qualified under the current admissions requirements.  Reciprocity details are currently being clarified regarding members who qualified under historical admissions criteria.





