24 July 2002

The Secretary

Parliamentary Joint Committee on Corporations and Financial Services

Parliament House

CANBERRA   ACT   2600

Dear Secretary

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

The National Tax & Accountants’ Association (NTAA) has more than 6,000 accounting firms as members and thus represents between 20,000 and 30,000 accountants throughout Australia.  The majority of the NTAA’s members are sole practitioner and small firm accountants whose clients consist mainly of small and medium size businesses.

The NTAA is aware that the committee has received many submissions, including submissions from other professional accounting bodies.  It is not the NTAA’s intention to reiterate the many valid comments and concerns raised by those other submissions. 

The NTAA’s main concern is that unless the Financial Services Reform Act and/or regulations are changed most individual Australians, and their small and medium size businesses, will not be able to receive cost efficient traditional advice from their local accountant.   The local accountant will no longer be able to provide ordinary tax and accounting advice without obtaining and maintaining a financial services licence.  For many sole practitioners and small accounting firms the cost of obtaining and maintaining such a licence, particularly in these uncertain times, may prohibit them from actually obtaining a licence.  Even if a licence is obtained the cost of and obtaining and maintaining such a licence will, in some degree be passed on to their clients.

Whilst the NTAA agrees that people who provide traditional financial planning advice should be regulated and be required to hold a financial services licence, the NTAA does not agree, and does not believe it was Parliament’s intention, that accountants who provide normal business services to their clients should be required to hold a financial services licence where they do not provide traditional financial planning advice.

For example, due to the wide meaning of “financial product advice” and “dealing” in a financial product, it appears accountants will be required to hold a financial services licence to provide the following types of services:

1. providing advice about and recommending a structure (company, trust etc) to use when establishing a family business;

2. in the case of the purchase of a business advising and recommending whether to purchase the business itself or the shares in the company which owns the business;

3. storing a client’s shelf company documents on its premises including the original two $1 share certificates;

4. arranging for the issue of units in a unit trust when a family wishes to admit a child into the business;

5. arranging for the sale of a client’s family business held in the family company by way of transfer shares in the family company;

6. arranging for the transferring of business insurance policies on the sale of a client’s business;

7. providing general business succession planning advice including recommendations to take out insurance;

8. providing advice and recommendations in relation to employee share acquisition schemes; and

9. providing advice and recommendations on the commercial implications of entering into a personal guarantee to secure a relative’s business debts.

The NTAA seriously doubts that it is Parliament’s intention to require accountants to hold a financial services licence to provide these and other traditional forms of business advice and assistance to clients.

Then NTAA strongly recommends and requests that the appropriate amendments be made so that accountants are not prohibited from providing these ordinary everyday services to clients if they do not hold a financial services licence.

Yours sincerely,

Robert Warnock 

Legal Counsel
