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INTRODUCTION

In the interest of efficiency, The Association of Independent Retirees Inc.limits comment to listed reference items: a, c, f, and g.
On 9th August 2001 the Commonwealth Treasury announced details of its Review of The Managed Investment Act 1998. The inquiry’s terms of reference included an examination of the effectiveness of extant arrangements for the regulation of managed investments introduced by the Managed Investments Act contained in Chapter 5c of the Corporations Act 2001, to determine whether:

· The arrangements have delivered benefits in terms of:

· better protection of investor’s investments;

· greater certainty as to the responsibilities, obligations 

      and liability of scheme operators [known as ‘responsible

      entities’ under the legislation]:

· the rights of investors in managed investment schemes; and

·  reducing the cost of investing in managed investment schemes;

· the arrangements have strengthened compliance practices,

procedures, and awareness amongst responsible entities and 

others involved in the managed investments industry;


-     the arrangements cater for the diversity of managed investments,

including consideration of the way in which the Legislation is

administered by the Australian Securities and Investment Commission;

-     refinements could be made [whether requiring legislative amendments

or not] to enable the arrangements to operate more efficiently and 

effectively, while not detracting from investor protection.

PREAMBLE

It is an established fact that Corporation Law has been amended over twenty times and that each change was made to increase investor protection as examples of financial/ corporate mismanagement or malpractice became evident.

The implication of that statement is that mismanagement/malpractice within the Finance Industry has long been a serious concern warranting the introduction of regulatory measures by government to protect investor interests.
That the position has worsened in the interim is not disputed. This is evidenced by an endemic increase in - failure; fraud; fiduciary neglect; misappropriation of investor funds: counterfeiting; non-professional behavior etc. reported in the media and other mass communication channels.

There is proven evidence of malpractice; professional misconduct; lack of due care and diligence at concerning levels including Financial Servicing; Legal , Accounting, Valuation Auditing and even within government services such as land title offices and, particularly, registration and maintenance of professional qualification.

The Association of Independent Retirees Inc. [A.I.R.] believes there is an urgent need to review, increase/improve, investor protection in recognition of the unprecedented number and wide demographic distribution of new and potential investors entering the investment market. Regulation of finance industry laws; rules; and practices should not occur only in response to evidence of concerted malpractice but rather in response to regulatory audits. The current Review might profitably consider the relationship between the Government trend towards encouraging individuals to self or part fund for retirement income; the imminence of the influx of the baby-boomer population into the retirement arena in early 2006, and the need to have in place adequate protective measures against the distinct possibility of an even harsher increase in schemes to misappropriate investment funds. A.I.R. believes there is a distinct possibility that Superannuation funds represent future risk. It is there, it is tempting, it is accessible.
A.I.R. stresses that stringent measures for the protection of investor funds must be regarded as a priority measure - [a] to reduce opportunity for fraud  - [b] in support of the governments policy to reduce reliance on Social Services as a way of life - [c] to reinforce badly battered investor confidence in the adequacy of legal or statutory enactment’s to protect investment capital from illegal intrusion.
The Committee is urged to adopt as its ration d’ etre, the notion that it is harder to recover money lost through fraud than it is to prevent it happening in the first place. 

Term of Referenc [a] – [Refers to risk to investors in the current arrangements.] Comment is specifically made to - Mortgage Fraud and A.S.I.C.

As the committee will be aware, many Australians, including a high proportion of elderly retirees, invested in what was thought at the time to be a secure investment market legitimised by government policy and policed by government  agencies such as A.S.I.C.

 Investments were structured at around 60% loan/valuation ratio by law in most states. The Mortgage industry was considered to be reputable, well regulated and thought to be Government Supervised and therefore protected to the extent that should a mortgage fail the investment would be at least covered by the loan/valuation ratio.

Subsequent illegal practices across the states have demonstrated that those suppositions were erroneous and that regulatory provisions in place to protect investments are conspicuous by their absence, inadequate in application or improperly applied and policed.

One might reasonably  assume that had measures thought to be in place were effectively and diligently applied, together with adequate control over the operations of Investment Managers,  investor capital would have been relatively ‘safe’ and that mortgaged properties could be sold to recoup investment capital allowing for costs.

The fact that fraudulent misappropriation of investor capital became endemic during the past 8 years clearly points to inadequacies within the regulatory systems and provisions.

It has been clearly evident that a prime failure occurred in relation to the supervision of the operations of Valuers acting for investment Brokers and Borrowers – valuations were 

demonstrably fraudulent. The tragedy is that the practice, [Ponzi Fraud], is being practiced in some areas ‘today’. Where are the regulators ?

Finance Managers, Mortgage Agents, Borrowers, Referring Accountants and Solicitors, simply deny liability or knowledge of illegal act or intention – unimpressed by any counter argument that having been registered as a professional provider of competent

Service and advice it is their professional duty to so advise and police transactions. 

Family Trusts and Bankruptcy   In the event, the recipients of defrauded investment capital simply squirrel it away in family trusts, in gifts, or plead compulsive gambling as a prelude to becoming ‘Bankrupt’ thus effectively negating recourse to civil action for recovery [always assuming that victims of fraud  could afford to take action for recovery given that ‘Legal Aid’ is not available in civil action matters] an example of blinkered legal or administrative action taken inflexibly at the wrong end of the justice scale!.

 Inadequate Government Response     Western Australian examples of inadequate legal and political response is an area of public concern that warrants the Committee’s scrutiny  The present W.A. Government has not acted on pre-election promises of full investigation and prosecution of those responsible for fraudulent etc.activities. Action and statements made have been token and ineffective in nature.

Many examples can be produced to your committee in substantiation of the view held by A.I.R. that The legal regulation of the Finance Industry is incompetent and basically naïve. It is our further view that A.S.I.C is not, as currently structured, authorised or

directed, a competent body to regulate the Finance Industry or an instrument that is capable of effectively recovering defrauded investment capital. 

Recovery of Defrauded Capital  We would suggest the your committee consider the proposition that the gate is wide open to those in a position of trust to perpetuate fraudulent actions against innocent and, prima facie, trusting investors. The structure and definition of A.S.I.C. does not encourage or even permit it to take action for recovery of an individuals defrauded capital. The next rung on the ladder of frustration is the Police Special Fraud Squad, an admirable body that has a mandate to prosecute only, and is therefore no help in the recovery of capital

Civil Action is Not an Option As pointed out, Civil Action against perpetrators of fraud is likewise ruled out by lack of litigation capital or the law that prohibits legal action for recovery against ‘Family Trusts’ and the ease with which criminals can file for bankruptcy – a legal false hood if ever there was one. The law permits criminals to defraud large sums of money then plead bankruptcy ‘then’ reregister as businessmen after a few short years during which, one  assumes, they live high-on-the-hog of their ill gotten gains. The Law needs to be reviewed and altered by enactment to close off this time expired legal loop-hole.

Look at The ‘Big’ Picture …..    If the Current Government is serious in its intent to effectively control the finance industry and eliminate risks to investors it must in all conscious look at the macro picture and address not merely the crime of fraud, but also its contributors ; its aid and abettors – the professions which wax fat on the service they are seen to provide in a manner that is questionable in the least.

Term of ReferenceC} Multiple Accountability  A.I.R. supports the proposal that under s.1325 of the Corporations Act a number of parties may be held accountable for member losses . Negligence, theft, mismanagement, absence of fiduciary care, non-professional conduct, collusion, aiding and abetting, conspircy and a host of other illegal or questionable conduct can compound beyond the perpetrator of members losses and to that extent multiple offenses are committed and multiple offenders should be prosecuted.

The tragedy is that many of those involved , directly or indirectly, are not held accountable for their actions, adequately exposed,  punished, or deterred owing to  segmentation  of power and responsibility. Legal resources are subject to departmental budget constraints that result in only ‘seeing’ what directly concerns the ‘department’.They remain aloof and unconcerned over consequential fall-out.

A.I.R. supports the institution of a legal overview  system that looks beyond the immediate perpetrator and investigates areas of contributory negligence, professional misconduct or collusion. Only when those measures  are in place will there be sufficient deterrence and accountability.

Inadequacy of the Law  It is fair to observe that criminals do not fear the consequences of their actions in the financial sphere. Lengthy investigations, legal subterfuges, delayed prosecutions, inadequate sentencing, inordinate length of time involved in bringing a matter to trial even in circumstances where there is no real dispute on fact and in circumstances where admission of guilt is recorded,. Each area of fraud militates against effective law and fails to afford adequate or any protection. A.I.R. supports prosecution to its ultimate degree of all those who are guilty of direct or indirect commission of crime.  - * Substantial evidence of inadequate,[perhaps negligent] sentencing relative to major crimes of fraud [and others] is available to the Committee by contacting the writer.  

Existing and Proposed Fraud Related Legislation

It is well established that criminals beat the system be  securing their ill-gotten gains beyond easy recovery.. A.I.R directs the Committee’s attention to the Western Australian Criminal Property Act 2000 which since inception has reportedly recovered $23 Million of misappropriated funds – a drop in the bucket demonstrably: but recognition of the problems associated with recovery of  invested capital

In South Australia the new government proposes to introduce legislation giving police and courts  wider powers to seize thieves assets by selling assets ‘before conviction of a crime . Consideration is being given to the introduction of a court system based on “The Balance of Probability’ that the assets were gained unlawfully. A.I.R. will use its powers of pursuasion to ensure that this common sense provision extends to the proceeds of all criminal acts; specifically including misappropriation of investor funds.

The Committee will be aware that the Federal Government also is in the process of introducing new civil confiscation legislation that puts the onus on suspects to ‘prove’

that “unexplained wealth” was not obtained illegally.

A.I.R. stresses the overpowering need to protect investor funds by blocking off ‘all’ avenues used by thieves to squirrel away their ill-gotten gains. 

Term of Reference f} – Prompts the question of why strong growth in managed funds has not resulted in a significant reduction in fees ?   The ‘collapse’ of the First Mortgage industry coupled with decreasing public confidence in companies that advertise higher interest rates than banks, has caused an insular effect on lenders. Ironically, retirees [lenders] drawing on superannuation/Annuities, regard this industry as being very secure albeit that recent ‘crashes’ is creating doubt on the reality of the observed security of funds.

The market notes and understands the Government’s concern to ensure that the redirection of investment capital away from the commercial field into superannuation is    

not adversely effected by fraud or mismanagemen, and notes comment supporting  the introduction of indemnity provisions to protect superannuation funds against fraud and/mismanagement.

A.I.R. , whilst being supportive of any form of indemnity scheme that protects investment capital, is adamant that such measures of protection should not favour, in isolation, superannuation funds alone, but should be extended throughout the finance industry through a  government initiated and regulated contributory indemnity scheme that obliges the finance industry to indemnify investors against industry generated fraud/or mismanagement .   

Finance Industry Fund Managers are very active in their pursuit of investors to put money into [again higher than bank interest rates] balanced or global funds that may or may not be secure : that may or may not incorporate government regulation at source.

In circumstances where traditional investment attractions are diminishing [not in number, but in public appeal] the question becomes one of ‘where’ investors may access what they identify as the prime requisites of an investment opportunity – reasonable return and ‘safe’, well regulated , measurable and accountable fund administration.

The ASIC ‘s website  warns against finance sources that advertise high returns-frequently 10-12% . The warnings are timely and warranted, but raise the question of ‘why’ such purveyors of dreams are still registered and permitted to get away with blatant enticement and/or misrepresentation. – Where are the regulators ? Who registers financial

advisors ? Who isresponsible for failing to query, question. discourage such abuse s of public trust .   

A.S.I.C., The very organisation that warns against the dangers of misleading returns comments– “That  in the last 10 years more than 100,000 investors have lost their life savings chasing high returns”  What a self incitement ! One is obliged to query why the regulating body warning against what may at law constitute false misrepresentation has failed to use its regulatory /registration authority to question/expose such improbable schemes?  ‘Caveat Emptier’ died when government regulation of the finance industry developed and regulatory enactment’s and agencies were put in place . 

The concept of ‘Caveat Emptier’ has no place in the current financial scenario – its playing fields are demonstrably uneven , its requirements are patently beyond the capacity or ability of John or Joan Citizen.  If regulation of the finance industry is to have any ‘real’ meaning , it must remove this time expired concept and replace it with fiduciary accountability and responsibility obligations.

The introduction of Government Bonds in competitive forms backed by government regulation and indemnification would be irresistible to the majority of investors who invest for income security. The exodus of money from commercial funds would be significant and would be the catalyst that makes the industry become serious about self regulation and indemnification provision. These comments are not intended to have application to speculative investors.

Term of Reference g} Other Relevant Matters
 1. It is of major concern to the Association of Independent Retirees, Inc. that notwithstanding the inclusion of new regulatory provisions after the unlisted property crisis in 1990; aimed at the provision of strict guidelines for the valuation of property assets, there is evidence of continuing and increasing spread of improper practices associated with the Finance Industry in a number of  States . This indicates an urgent need to review the role and responsibility of A.S.I.C, A.P.R.A. Valuers , Auditors, Solicitors and Law Firms, also Government entities providing financial and related services.

2.Investors supported the Government’s Managed Investments Bill mainly because it offered the introduction of a “compliance plan,” vetted by the Australian Securities Commission to ensure investor protection – an intention that regrettably has not eventuated, arguably, because of the ‘toothless tiger ‘ approach adopted by A.S.I.C.and other regulatory bodies. In retrospect, the trust placed by investors was too readily bestowed and currently subject to re-evaluation..

A.I.R Inc. is, therefore, supportive of the need to review regulatory legislation and to address the current situation which provides deficient, flimsy and inadequate protection to investors, in particular, retiree investors, who can be shown to be the major target group of unscrupulous financial and associated practitioners.

3..Although A.I.R. Inc. was not represented at the earlier hearings, it has examined records of the various proceedings and indicates its support of measures proposed by A.S.A -.[Australian Shareholders Association]  A.C.A.- [Australian Consumers Association] – and also the position taken by the A.L.P.- [Australian Labour Party] which, presciently, called for added protection for private investors and also transparency in corporate/ measures that are equally as vital in 2002 as in the early 1900.
4.. A.I.R submissions to the Senate Select Committee on Superannuation and Financial Services hearing dated Thursday 15 June 2000. And the ‘Turnbull Review of its findings, provide supportive comment that point to the need to review and amend where necessary, deficiencies and abuses that coexist within the Finance Industry . These are noted below for ease of reference:

Comment on deficiencies /Abuses within the Finance Industry

Page 335 – Refers to the superannuation guarantee:

                   “Even though superannuation is a priority in the liquidation of companies,

                    this is not a well known fact”. AIR supports the recommendation that there

                    should be some promotion and publicity about the fact that it is one of the

                    first items on the list that is required for payment.     

 Page 367-   Refers to the cost of running superannuation accounts:

                    “ The cost of  actually running supperannuation accounts differ from an

                       administration basis, and insurance is very different for a range of funds.

                       Most funds provide death and total and permanent disability insurance, but

                       now funds are offering options of income protection and a range of other

                       services” AIR offers the view that varying cost of fund administration

                       could place fund members at a possible disadvantage unless they possess

                       the ability and experience to compare ‘apples with apples’ when presented

                       with variables or options. We believe this is an area in which there is an

                       urgent need for transparency and free actuarial advice to entering

                       members.

Friction Between Regulators

Page 371-3    Refers to the roles of APRA and ASIC from the perspective of the Chair of

                      a Corporate Super Association.

                     “ I think there is certainly confusion in the roles at the ground floor in both

                       organisations. There is certainly confusion at the receiving end of their

                       tender mercies. Both seem to ask for the same sorts of information. Both

                       seem to inquire about the same sorts of things and you get different

                       responses, which is not productive ,in my experience. There is no doubt a

                       territorial war going on between the two organisations”.  

                       AIR expresses its concern that two such key regulatory authorities are at

                       substantial variance as to the quality and content of information supplied.

                       Such situation can only add confusion to an already confused area of

                       Business and one that deals almost exclusively with the public’s money.

                       An examination should be conducted into the relative competencies of

                       what seems to be competing organisations – a situation seems to have

                       developed where the right hand doesn’t know what the left is up to.. It is

                       well understood that the basic distinction is supposed to be prudential

                       supervision by APRA and consumer protection in ASIC’s court.. As

                       demonstrated by the H.I.H. debacle and the endemic spread of fraud across

                       the financial board, both organisations require examination and definition. 

The Value of Regulation                 

Page 377-       Refers to the quality of  regulation provided by APRA or, its absence.

                       “regulation represents a cost and when regulators are not stable in the sense

                        that you are not dealing with the same person from one review to the next. 

                        We are sensitive to regulation which does not seem to add much value”…

                        We are not happy with APRA is the general view that we want to convey,

                        But we do accept that they need to be there and they need to be regulated”.

It is of major concern to the Association of Independent Retirees, Inc. that notwithstanding the inclusion of new regulatory provisions after the unlisted property crisis in 1990; aimed at the provision of strict guidelines for the valuation of property assets, there is evidence of continuing and increasing spread of improper practices associated with the Finance Industry in a number of States . This indicates an urgent need to review the role and responsibility of A.S.I.C, A.P.R.A. Valuers , Auditors, Solicitors and law firms, also Government entities providing financial and related services.

 A.I.R Inc.is, therefore, supportive of the need to review regulatory legislation and to address the current situation which  provides deficient, flimsy and inadequate protection to investors; in particular, to retiree investors, who can be shown to be the major target group of unscrupulous financial and associated practitioners.

Reference to the Senate Select Committee on Superannuation and Financial Services hearing dated Thursday 15 June 2000. Provide supportive comment that point to the need

to review and amend where necessary , deficiencies and abuses that coexist within the Finance Industry . These are noted below for ease of reference:

Comment on deficiencies /Abuses within the Finance Industry

Page 335 – Refers to the superannuation guarantee:

                   “Even though superannuation is a priority in the liquidation of companies,

                    this is not a well known fact”. AIR supports the recommendation that there

                    should be some promotion and publicity about the fact that it is one of the

                    first items on the list that is required for payment.     

 Page 367-   Refers to the cost of running superannuation accounts:

                    “ The cost of  actually running supperannuation accounts differ from an

                       administration basis, and insurance is very different for a range of funds.

                       Most funds provide death and total and permanent disability insurance, but

                       now funds are offering options of income protection and a range of other

                       services” AIR offers the view that varying cost of fund administration

                       could place fund members at a possible disadvantage unless they possess

                       the ability and experience to compare ‘apples with apples’ when presented

                       with variables or options. We believe this is an area in which there is an

                       urgent need for transparency and free actuarial advice to entering

                       members.

Friction Between Regulators

Page 371-3    Refers to the roles of APRA and ASIC from the perspective of the Chair of

                      a Corporate Super Association.

                     “ I think there is certainly confusion in the roles at the ground floor in both

                       organisations. There is certainly confusion at the receiving end of their

tender mercies. Both seem to ask for the same sorts of information. Both

                       seem to inquire about the same sorts of things and you get different

                       responses, which is not productive ,in my experience. There is no doubt a

                       territorial war going on between the two organisations”.  

                       AIR expresses its concern that two such key regulatory authorities are at

                       substantial variance as to the quality and content of information supplied.

                       Such situation can only add confusion to an already confused area of

                       Business and one that deals almost exclusively with the public’s money.

                       An examination should be conducted into the relative competencies of

                       what seems to be competing organisations – a situation seems to have

                       developed where the right hand doesn’t know what the left is up to.. It is

                       well understood that the basic distinction is supposed to be prudential

                       supervision by APRA and consumer protection in ASIC’s court.. As

                       demonstrated by the H.I.H. debacle and the endemic spread of fraud across

                       the financial board, both organisations require examination and definition. 

The Value of Regulation                 

Page 377-       Refers to the quality of  regulation provided by APRA or, its absence.

                       “regulation represents a cost and when regulators are not stable in the sense

                        that you are not dealing with the same person from one review to the next. 

                        We are sensitive to regulation which does not seem to add much value”…

                        We are not happy with APRA is the general view that we want to convey,

                        But we do accept that they need to be there and they need to be regulated”.

                        AIR shares the view that there is an indicated  need to monitor the

                        performance, of regulatory bodies which may otherwise obscure reality

                        with regulation and to address the need to ensure that staff are adequately

                        trained before being empowered to make mistakes. In the First Report of

                        the Senate Select Committee on Superannuation and Financial Services

                        dated August 2001 at page 12, Mr. Kevin Casey, then Senior Strategy and

                        Technical Advisor with the A.M.P. voiced concern at the level of practical

                        Experience of operational level regulators…  He informed the Senate

                        Committee that APRA staff have a good understanding of the law, but do

                        not have a great feel for the financial system they are overseeing. 
                       AIR shares the concerns expressed and adds its awareness of, and

                        concern for, the perceived lack of depth experience and qualification 

                        of Registered Financial Advisors/Practitioners. AIR can

                        produce evidence of gross and criminal malpractice within the finance

                        industry which is attributable to an absence of regulatory scrutiny.

Compliance/Enforcement Levels

Page 379-        Refers to [1]. Prudential Supervision, Consumer Protection, Banking and 

Financial Services and [2].at Compliance or Enforcement levels.

                        Comment made to the Senate Committee, page[380] to the effect that

                        “there are not a lot of resources left in APRA from a review point of

                         view of the industry” causes concern and must give rise to apprehension

                         and act as a prompter to remedial action.

                        AIR shares the concerns expressed and is of the view that improvement is

                         necessary in the area of member investment choice and member choice

                         which encompasses the disclosure regime and the whole issue of

                         management expense ratios. As things stand at the moment, if people are

                         going to have member investment choice they are going to experience

                         difficulty in choosing between funds in comparing costs and investment

                         returns because there are no real standards of disclosure that are standard

                         across different funds.

                         Another role that AIR directs urgent attention to is the part played in the

                         Finance Industry by Auditors,Valuers, Accountants, Lawyers etc. 

                         There are strong indications that these service providers are becoming

                         increasingly associated with less than acceptable professional standards,

                         and may , in a number of examples, have contributed to actual loss of

                         investor funds.

Review of Risk Management

                         A.I.R refers the Committee to a report tabled to the June 2000 Senate

                         Select Committee by Mr. Richard Rassi ,Partner, Deloitte Touche

                         Tohmatsu entitled, ‘Top10 issues from1999 – a post mortem

                         Summary  Report of audit findings’. There are a number of issues there 

                         and in Mr. Rassi’s background comment that “ there are a lot of

                         inefficiencies and a lot of examples of non-compliance that still exist

                         out there in industry, they are too important to lack investigation,

                         particularly” 

Quality of Regulation

                         AIR is concerned to ensure that the issue of consumer protection is

                         adequately addressed. Consumer protection requires that access to

                         redress is built into the investment system. Attention being paid to

                         superannuation schemes and the quality of regulation that should be

                         in place is laudable but it government concern must not end there. 

                        The massive increase in finance industry related fraud demands that

                         equal attention be extended to investors who are outside the

                         superannuation system. 

                          The sort of consumer protection AIR looks for was fully outlined to 

                          The October 1999 Select Committee on Superannuation and Financial

                          Services It can be briefly described as the institution of a ‘Finance

                          Industry Default Indemnity Fund’ contributed to by both parties to an

                          investment contract on a ratio of, say, 0.2% of the transaction amount.

                          The core intention is to address the need to provide a mechanism that

                          will restore misappropriated investment capital directly from the fund 

                          in established cases and leave it to Fund Managers to initiate legal 

                          or other appropriate action to reimburse the fund from defaulter resources

                          where possible.

The Adequacy of Redress Mechanisms

                        The adequacy of redress mechanisms is of serious concern to AIR 

                        The 1999 Senate Committee commented at page 69 of it’s August 2001

                        First Report on its “concern at the vulnerability of older investors and

                        at the difficulty faced by investors”.
                        It also noted that the United Kingdom has established a Financial

                        Services Ombudsman as a single entry point for consumers with

                        complaints or grievances. AIR contends that this is a worthwhile

                        consideration provided it is adequately resourced to establish a capability

                        to provide

                        representative/legal assistance to those impoverished by finance industry

                        associated fraud.

                        Notwithstanding that ASIC has overall responsibility for consumer

                        protectionism in the finance industry, it has failed to recognise that it’s

                        empowerment includes the needs of individual consumers as well as

                        corporate defaulters. In the present context of the adequacy of redress

                        mechanisms, it is of grave concern to AIR that individual needs in this

                        context are not being adequately met. 

Summary of AIR’s Comment and/or Concerns

1 There is an urgent need to review ,increase/improve investor   

   protection against fraud or fiduciary failure.
2 There is a need to regulate/increase the regularity of Audits.
3 Schemes to misappropriate Investment funds to be guarded against
4 Improper practices to be identified and eliminated 
5 Regulatory legislation to be amended to afford more security 

6 Priority of superannuation on wind-up to be publicised
7 Members entering Super funds to be assisted re choice.
8 AIR is concerned at indications of friction between regulators.
9 Monitoring the financial performance of regulatory bodies needed
10 Necessity for regular review of risk management provisions 
11 Necessity to Legislate for provision of Fin.Ind. Default Indemnity Fund
12 Quality/Adequacy of existing legislation is cause for concern. 
13 Adequacy of Redress Mechanisms need urgent examination.
14 Inadequacy of government funding to regulatory authorities.
15 Inadequacy of severity of judicial sentencing for fraud.  

Concluding Comment.

AIR, in its address to the 2000 Senate select Committee and the subsequent review of its findings, stressed the need to determine and establish a mechanism that makes provision for the return of invested funds in circumstances where unlawful misappropriation of investment capital has occurred in provable default circumstances.

Whilst the normal risks associated with investment capital is accepted, the emergence of deliberate and sophisticated fraudulent practices perpetrated against investors in endemic proportions by registered members of the rapidly growing finance industry is considered to be unacceptable and untenable.

The membership of AIR has resolved to petition government at all levels to legislate for  restoration of capital where fraud has occurred through deliberate action by members of the finance industry.

AIR is supportive of any submission to government for an increase in funding for both APRA and ASIC in the belief that inadequate funding is wholly or partly attributable to  decisions by both bodies to concentrate efforts to major; :high profile cases to the exclusion of individual or smaller impact cases. 

It is accepted that ASIC is not currently structured or empowered to initiate direct action to restore equity to defrauded community members. Consideration must be given to amalgamating ASIC/APRA to achieve economies of scale/cost and improve efficiencies across the board and to consider how AIR’s objective might be achieved.

It is obvious that Finance Institutions and their  professional  associates are not currently responsible to the [superannuation funds etc] is laudable but also highlights a deficiency in provision for return of capital where proven illegal activity is at fault. There  must, in AIR’s submission, be an internal accountability provision built into finance industry administration.

Authorities Have Already Recognised This Requirement:

· The Attorney General of  S.A. referred publicly to the “vulnerability of the investor

public when unscrupulous dealers target older people”

· ASIC, W.A. regional commissioner James Ogilvie said, “ It was unacceptable that

Investors should be exposed to losses as a consequence of maladministration.

· AIR’s submission to the referred 2000 Senate Select Committee lists additional detail dealing with public awareness and alarm over escalating finance industry crime and the need to 

W.A.’s ex- Minister for Fair Trading, Mr Doug Shave is on record as saying, “Consumers were not warned last year about disreputable finance companies for 

 fear of hurting investor confidence”

AIR is grateful for the opportunity to contribute to what it considers to be a warranted and urgent review of aspects of the finance industry which give rise to public concern. Thank you for considering AIR’s  submission and be assured that it will give support to 

any proposal which responsibly regulates this troublesome industry.

O.A. Beaton        For and on behalf of Association of Independent Retirees,Inc
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