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Recommendations

The Committee’s complete set of recommendations is as follows.

Conduct and Disclosure

Recommendation 1:  Corporations Law, market integrity and
consumer protection should be combined in a single agency.

A single agency, the Corporations and Financial Services Commission
(CFSC), should be established to provide Commonwealth regulation of
corporations, financial market integrity and consumer protection. It should
combine the existing market integrity, corporations and consumer protection
roles of the Australian Securities Commission (ASC), the Insurance and
Superannuation Commission (ISC) and the Australian Payments System
Council.

Recommendation 2:  The CFSC should have comprehensive
responsibilities.

 The CFSC should be responsible for:

Ø financial market integrity, including:

 regulating disclosure for securities and retail investment
products;

 regulating market conduct to promote orderly and efficient
price discovery, trading and settlement;

 determining applications for new exchanges, and overseeing
the activities of existing exchanges;

 regulating investment and insurance sales and advice and
financial market dealers and participants;
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 regulating compliance of collective investment schemes;

 facilitating the development of new markets for debt and equity
instruments;

 monitoring financial innovation and technological
developments in the provision of financial products and
services and determining appropriate regulatory responses;

Ø regulation of corporations, including incorporation, governance,
insolvency and liquidation, and takeovers; and

Ø finance sector consumer protection regulation, including:

 regulating the conduct of dealings with consumers and the
prevention of fraud;

 approving and overseeing industry codes of conduct, codes of
conduct for new payments technologies and dispute resolution
arrangements;

 delegating accreditation and disciplinary functions to
self-regulatory bodies where appropriate; and

 setting benchmarks for and monitoring the performance of
those self-regulatory bodies.

Recommendation 3:  The CFSC should administer all consumer
protection laws for financial services.

 While the economy wide reach of the powers of the Australian Competition
and Consumer Commission (ACCC) should be retained in law (subject to
Recommendation 4), the CFSC should have sole responsibility for
administering consumer protection regulation within its jurisdiction over the
finance sector. For this purpose, consumer protection provisions comparable
to those in the Trade Practices Act 1974 should be included in the CFSC’s
legislation.
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Recommendation 4:  Due diligence defences should apply to
positive disclosure requirements.

 The due diligence defences associated with a positive duty to disclose such
as under the Corporations Law and the Superannuation Industry (Supervision)
Act 1993 should have full effect, notwithstanding s. 995 of the
Corporations Law and s. 52 of the Trade Practices Act 1974.

Recommendation 5:  The CFSC and the ACCC should coordinate
examination of financial exchange rules.

 To improve the administration of the law relating to the rules of financial
exchanges:

Ø financial exchange business and listing rules should be subject to
disallowance on market integrity grounds by the CFSC rather than
the Treasurer;

Ø the ACCC should continue to be responsible for authorising
financial exchange rules and arrangements under s. 88 of the
Trade Practices Act 1974; and

Ø the CFSC and ACCC should coordinate and accelerate their
consideration of these rules.

Recommendation 6:  States and Territories should retain and
review consumer credit laws.

The States and Territories should retain responsibility for the
Uniform Consumer Credit Code (UCCC) and related laws and focus efforts on
improving its cost effectiveness and nation wide uniformity. After it has
operated for two years, the UCCC should be subject to a comprehensive and
independent review to consider what improvements are necessary and
whether a transfer to the Commonwealth would be appropriate.
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Recommendation 7:  The CFSC should have powers to use a
combination of regulatory approaches.

In addition to its framework legislation, the CFSC should have the power to
adopt detailed codes which prescribe appropriate conduct and disclosure in
particular industries or to allow the industry to develop such codes. Given
these broad powers, the CFSC would have the discretion to decide the best
approach to regulation to be used in particular circumstances.

The CFSC should have an explicit mandate to balance the efficiency and
effectiveness of its regulatory approaches.

Recommendation 8:  Disclosure requirements should be
consistent and comparable.

 Disclosure requirements for retail financial products (deposit accounts,
payments instruments, securities, collective investments, superannuation
and insurance products) should be reviewed by the CFSC to ensure they
provide information that enables comparison between products. This
information should:

Ø be comprehensible and sufficient to enable a consumer to make an
informed decision relating to the financial product;

Ø be consistent with that for similar products regardless of which
institution offers them; and

Ø appropriately disclose remuneration or commissions paid to
advisers.

 The disclosure codes of conduct applying to banking, building societies and
credit unions should be made consistent wherever possible.

 The effectiveness of disclosure requirements should be monitored regularly,
using complaints data and user testing.
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Recommendation 9:  Profile statements should be introduced for
more effective disclosure.

 The law should be amended to require the issue of succinct profile
statements about offers of retail financial products, including initial public
offerings. These statements must contain:

Ø a brief description of the characteristics of the product;

Ø a clear and unambiguous statement of the risks involved;

Ø a clear and unambiguous statement of applicable fees, commissions
and charges in a form which enables comparison with similar
products; and

Ø such other disclosures for specific products as the regulator
considers appropriate.

 Beyond this, the contents of a profile statement should not be prescribed by
regulation, except in cases where the CFSC believes that prescription is
required to provide balanced representation of the product. The format
should be developed by the CFSC in consultation with industry groups.

Recommendation 10:  Shorter prospectuses should be encouraged.

The CFSC should work with industry and professional groups to promote
more effective disclosure in prospectuses, including use of consumer testing
to eliminate information overload. In particular, for smaller offerings the
CFSC should encourage the use of shorter prospectuses and abridged due
diligence procedures commensurate with the size of those offerings.

Recommendation 11:  Financial institutions’ financial reports
should meet Corporations Law and prudential requirements.

As a general principle, financial institutions should be subject to the same
financial reporting requirements as are other corporations under the
Corporations Law. Action should be taken to develop, in conjunction with
industry and the Australian Prudential Regulation Commission (see
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Recommendation 31), appropriate accounting standards for the deposit
taking institutions and life companies to enable them to prepare one set of
financial statements meeting both Corporations Law and prudential legislative
requirements.

Recommendation 12:  Accounting standards should be
harmonised with international standards.

The Australian Accounting Standards Board should, where practicable, seek
to harmonise Australia’s accounting standards with international standards.

Recommendation 13:  A single licensing regime should be
introduced for financial sales,  advice and dealing.

 The CFSC should establish a single regime to license advisers providing
investment advice and dealing in financial markets. There should be
separate categories of licence for investment advice and product sales,
general insurance brokers, financial market dealers, and financial market
participants.

Recommendation 14:  The CFSC should have power to delegate
accreditation responsibilities to industry bodies.

The CFSC should have power to devolve responsibility for competency
training and testing to industry bodies. It should also have the option to
require that licence holders be members of codes of conduct or dispute
schemes that meet minimum standards.

Recommendation 15:  A single set of requirements should be
introduced for financial sales and advice.

The CFSC should develop a single set of requirements for investment sales
and advice including:
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Ø minimum standards of competency and ethical behaviour;

Ø requirements for the disclosure of fees and adviser’s capacity;

Ø rules on handling client property and money;

Ø financial resources or insurance available in cases of fraud or
incompetence; and

Ø responsibilities for agents and employees.

Recommendation 16:  Regulation of real estate agents providing
financial advice should be reviewed.

 The existing regulation of real estate agents should be reviewed. Real estate
agents providing investment advice should be required to hold a financial
advisory licence unless the review clearly establishes the adequacy of
existing regulation.

Recommendation 17:  Licensing of professionals providing
incidental financial advice is generally not required.

 Professional advisers, such as lawyers and accountants, should not be
required to hold a financial advisory licence if they provide investment
advice only incidentally to their other business and rebate any commissions
to clients.

Recommendation 18:  Additional prudential regulation of
financial market licence holders is not required.

It is not necessary at this time to impose additional prudential regulation,
capital or risk management requirements on financial market licence holders
aimed at minimising contagion or systemic risk in the event of failure.
However, this situation should be kept under review by the CFSC in
conjunction with the prudential and systemic stability regulators.
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Recommendation 19:  Broader regulation of ‘financial products’
should replace current securities and futures law.

 The law covering financial markets should adopt a broad definition of
‘financial products’ subject to generic requirements and supplemented by
specific regulation for particular classes of products. This should replace
existing separate Corporations Law regulation of securities and futures
contracts. The CFSC should have the flexibility to declare certain products to
be covered by, or to be exempt from, the law.

 An effect of such a generic definition would be that the Australian Stock
Exchange could deal in futures products and the Sydney Futures Exchange
could deal in corporate securities (see Recommendation 21).

Recommendation 20:  Prohibitions on retail participation in
over-the-counter derivative markets should be discontinued.

 The existing prohibitions on retail participation in over-the-counter (OTC)
derivatives markets should be discontinued. The law should provide an
additional layer of consumer protection for retail transactions compared
with purely wholesale markets or transactions.

Recommendation 21:  The CFSC should authorise financial
exchanges under a single regime.

 The CFSC should be empowered to grant authorisation to operate a financial
market to any corporation meeting objective criteria aimed at ensuring that it
will operate a fair and efficient market. There should be a single
authorisation procedure for financial exchanges. The conditions attaching to
authorisation will depend on the nature of the market authorised.
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Recommendation 22:  Regulation of exchanges should not be
excessive compared with OTC markets.

 The CFSC’s charter should include a responsibility to ensure that the
regulation of exchanges is not excessive compared with OTC markets.
Market forces, rather than legislation, should determine whether a
transaction is conducted on exchange or in an OTC market.

Recommendation 23:  OTC markets may be conducted by
appropriately licensed intermediaries.

 The CFSC should have power to authorise a financial market dealer to
operate an OTC market, subject to any conditions necessary to ensure that
the market is conducted fairly and that operational risks are contained.
There should be no separate authorisation of exempt markets.

Recommendation 24:  Exchange clearing houses should be
appropriately authorised.

The CFSC should consider the appropriateness of proposed clearing and
settlement arrangements as part of its oversight of financial exchanges and
should be responsible for authorising financial exchange clearing houses.

Recommendation 25:  A central gateway for dispute resolution
should be established.

The CFSC should facilitate the creation of a central complaints referral
service for all consumers of retail financial products and services, funded by
retail financial service providers on a cost recovery basis.
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Recommendation 26:  Coverage of dispute resolution schemes
should be broader.

The States and Territories should facilitate the creation of a nationally
uniform dispute resolution scheme for finance companies.

All dispute resolution schemes should be encouraged to extend their
coverage to small business on the basis that the cost of operation should be
shared by each party to a dispute.

Recommendation 27:  The CFSC should have broad enforcement
powers.

The CFSC should be provided with adequate enforcement powers including:

Ø appropriate regulatory and investigative powers, including powers
to obtain documents and question persons involved in the relevant
conduct and to accept legally enforceable undertakings;

Ø provision for protection from liability for those who provide
investigative assistance;

Ø power to impose administrative sanctions, such as banning or
disqualification orders;

Ø power to initiate civil actions, to seek:

 punitive court orders such as financial penalties;

 a range of remedial court orders, including restitution orders,
injunctions and corrective advertising orders; and

Ø power to initiate, and to refer matters to the Director of Public
Prosecutions for, criminal prosecution.

The CFSC should be provided with adequate resources to meet its mission
and to allow for effective regional representation so that it is readily
accessible and well placed to perform its registration, inspection and
investigation functions.
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Recommendation 28:  The CFSC should monitor new
technologies.

The CFSC should ensure that industry initiatives for consumer protection in
relation to new technologies develop in a coordinated way. It should also
monitor the development of codes of conduct in relation to retail electronic
banking and facilitate consistency across media as far as possible.

Recommendation 29:  The CFSC should participate in global
regulatory programs.

 The CFSC should work with overseas regulatory and industry bodies to
provide consumer protection for cross-border financial transactions and to
avoid the potential for fraud. To this end, the CFSC should be empowered
to:

Ø enter into bilateral and multilateral mutual assistance treaties with
overseas counterparts;

Ø encourage the creation of international codes of conduct;

Ø develop mutual industry recognition or harmonisation regimes; and

Ø develop, with industry, education programs for consumers on
cross-border dealings.

Financial Safety

Recommendation 30:  Prudential regulation should be imposed
on deposit taking, insurance and superannuation.

Prudential regulation should be imposed on institutions licensed to conduct
the general business of deposit taking from the public, or offering capital
backed life products, general insurance products or superannuation
investments.
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Recommendation 31:  A single Commonwealth prudential
regulator should be established.

A single Commonwealth agency, the Australian Prudential Regulation
Commission (APRC), should be established to carry out prudential
regulation in the financial system.

Recommendation 32:  The APRC should be separate from, but
cooperate closely with, the Reserve Bank of Australia.

The APRC and the Reserve Bank of Australia (RBA) should be separate
organisations. However, strong mechanisms should be established to ensure
appropriate coordination and cooperation between the two agencies.

Ø The RBA should have three ex officio members on the APRC Board.

Ø Provision should be made for full information exchange between
the RBA and APRC.

Ø The RBA should retain responsibility for reporting under the
Financial Corporations Act 1974.

Ø Provision should be made for RBA participation in APRC
inspection teams.

Ø A bilateral operational coordination committee, chaired by an RBA
deputy governor, should be established to coordinate information
exchange, reporting arrangements on financial system
developments, and other ongoing operational cooperation between
the RBA and APRC, including cooperation in establishing clear
procedures for the management of regulated entities which
experience financial difficulties.

Ø The financial system regulators  the RBA, CFSC and APRC 
should continue to pursue operational cooperation through a joint
council chaired by the RBA.
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Recommendation 33:  The APRC should have comprehensive
powers to meet its regulatory objectives.

The APRC should be empowered under legislation to:

Ø establish and enforce prudential regulations on any licensed or
approved financial entity  unlicensed entities would be prohibited
from offering financial products of specified classes, including
deposits (subject to exceptions noted in Recommendation 37),
insurance, retirement savings accounts, and superannuation or
retirement income products; and

Ø consistent with prudential requirements, issue, revoke or place
conditions on authorities for deposit taking institutions (DTIs), life
and general insurance companies or other classes of licence, and
approve public offer superannuation fund trustees.

Decisions made by the APRC on prudential grounds should not be subject
to administrative or other review.

Recommendation 34:  The intensity of prudential regulation
needs to balance financial safety and efficiency.

The APRC’s charter should emphasise the need to approach prudential
regulation in a way that balances the objective of promoting financial safety
with the need to minimise the adverse effects on efficiency, competition,
innovation and competitive neutrality. This balance should preserve a
spectrum of market risk and return choices for retail investors, meeting their
differing needs and preferences.

Recommendation 35:  Prudential regulation of DTIs needs to be
consistent with international requirements.

Prudential regulation of all licensed DTIs should be consistent with
standards approved by the Basle Committee on Banking Supervision and
should aim to ensure that the risk of loss of depositors’ funds is remote.
Quantitative prudential requirements such as capital adequacy, liquidity
requirements and large exposure limits should apply. Regular on-site
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reviews of risk management systems should form an integral part of the
approach to prudential regulation.

Prudential regulation should be sufficiently flexible to accommodate
differences in the operation of DTIs, while pursuing the fundamental
objectives of stability, efficiency and depositor protection.

Recommendation 36:  A single DTI licensing regime should be
introduced.

The APRC should be responsible for the licensing of all DTIs subject to
prudential regulation. DTI licences should be issued such that:

Ø only those entities which meet minimum capital standards as
prescribed by the APRC from time to time, and hold an exchange
settlement account (ESA) with the RBA, should be entitled to use
the name ‘bank’;

Ø only those entities which are mutually owned should be entitled to
use the name ‘credit union’, ‘credit society’ or ‘mutual’;

Ø any licensed DTI should be entitled to use the name ‘building
society’; and

Ø licensed DTIs should be entitled to use any other business names
provided they are not, in the view of the APRC, misleading to
depositors.

Industry support organisations such as special services providers (SSPs)
under the Financial Institutions Scheme should become companies under
the Corporations Law and apply to the APRC for a licence appropriate to the
role they wish to pursue.

The incorporation and general corporate regulation of building societies and
credit unions should be transferred to the Corporations Law and the CFSC.
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Recommendation 37:  Deposit taking by unlicensed entities
should be restricted and regulated by the CFSC.

The offer of deposits by unlicensed entities should remain subject to the
fundraising provisions of the Corporations Law. The CFSC should be
responsible for the issue of exemptions under the Corporations Law from the
fundraising requirements for deposit products. Exemption should be
granted only in exceptional circumstances, be for five years or less and be
subject to revocation if conditions are not met. Conditions should include
limiting the scope of any offer, as applies currently for pastoral finance
companies. Any extension of the deposit taking role of these entities beyond
the scope of the exemption should require licensing and regulation as a DTI
by the APRC.

In the interests of competitive neutrality, the APRC should be consulted by
the CFSC where exemptions from fundraising provisions of the
Corporations Law may result in the general offer of deposit products.

Deposit products which are not regulated by the APRC should be disclosed
as such in profile statements.

Recommendation 38:  The APRC should regulate life companies.

The APRC should be responsible for the prudential regulation of life
companies on a similar basis to that currently applied by the ISC.

However, the prudential regulation of life companies should be designed to
provide, as far as is practicable, neutral treatment of life products compared
with similar deposit and other investment and risk products. This should
minimise the opportunities for regulatory arbitrage between life company
investment and deposit taking business.



Overview

46 . . .

Recommendation 39:  Regulation of friendly societies should be
transferred to the Commonwealth.

The future regulation of friendly societies should provide for:

Ø transfer of responsibility for registration and corporate governance
to the CFSC;

Ø disclosure regulation under the Corporations Law and surveillance
by the CFSC; and

Ø prudential regulation by the APRC of those societies that provide
products under exemption from the Life Insurance Act 1995.

The recommendation to move to Commonwealth arrangements for the
prudential regulation of friendly societies should not delay introduction of
the new friendly societies scheme on 1 July 1997.

Recommendation 40:  The APRC should regulate general
insurers.

The APRC should be responsible for the prudential regulation of general
insurers on a similar basis to that applied currently by the ISC.

Recommendation 41:  The APRC should regulate superannuation
in accordance with retirement objectives.

Regulation to ensure the compliance of superannuation funds, other than
excluded funds, with retirement income requirements should be undertaken
by the APRC in conjunction with prudential regulation. Disclosure
regulation should be undertaken by the CFSC.

Recommendation 42:  Compliance by excluded funds should be
monitored by the Australian Taxation Office.

Excluded funds should not be subject to prudential regulation by the APRC.
Regulation of compliance with the other requirements of the Superannuation
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Industry (Supervision) Act 1993 should be transferred to the Australian
Taxation Office. Measures to improve prudent behaviour should include:

Ø increasing responsibilities on trustees and auditors to ensure
compliance by excluded funds with retirement income laws; and

Ø requiring all members of excluded funds to be trustees.

Recommendation 43:  Other APRC regulated institutions should
have the right to offer retirement savings accounts.

The right to offer retirement savings accounts (RSAs) should be extended to
any institution able to offer capital backed deposit or investment products
subject to prudential regulation by the APRC. Disclosure regulation of RSAs
should be transferred to the CFSC.

Recommendation 44:  The APRC should promote more
transparent disclosure.

To promote further transparency for markets in assessing the risks posed by
financial institutions’ activities, prudentially regulated institutions should
meet CFSC standards of public disclosure. The APRC should promote
further disclosure of indicators of the risk assumed by the entities which it
regulates.

Recommendation 45:  The principle of spread of ownership
should be retained and regulation rationalised.

The general principle of a wide spread of ownership of regulated financial
entities (or holding companies where part of a conglomerate) should be
retained. Existing legislation and rules should be streamlined through the
introduction of a single Acquisitions Act with a common 15 per cent
shareholding limit. Exemptions may be granted as follows.
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Ø The APRC should have power to approve, subject to prudential
requirements, an exemption allowing a licence holder to acquire
more than 15 per cent of a licensed institution.

Ø Any other person may acquire more than 15 per cent of a licensed
institution only if the Treasurer approves the acquisition in the
national interest.

Recommendation 46:  The approach to sectoral separation needs
to be more flexible.

The general principle of separation of regulated financial activities from
other activities should be retained, but applied with greater flexibility than at
present, having regard for:

Ø the congruity of non-regulated activities with provision of financial
services;

Ø relevant experience in the intended regulated financial activity; and

Ø whether prudential regulations will be met on a continuing basis,
including any additional requirements deemed necessary.

Recommendation 47:  Mutual entities should be permitted to
hold all classes of licences.

Mutual ownership of all types of licence and authority holders should be
accommodated, provided they can satisfy essential tests of probity and
financial standing and ongoing compliance with capital requirements.

Recommendation 48:  New entrants should be subject to
minimum capital and other requirements.

In general, the existing entry capital requirements should be retained.
However, the APRC should take a flexible and facilitative approach to
allowing new DTI licences where the entities meet other prudential
requirements and are assisted by industry support organisations.
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Recommendation 49:  Non-operating holding companies should
be permitted subject to certain requirements.

Subject to a financial conglomerate meeting prudential requirements, the
APRC should permit adoption of a non-operating holding company
structure. The structure must satisfy the APRC in the areas of capital,
management, adequacy of firewalls, reporting of intra-group activities and
independent board representation on subsidiary entities.

Recommendation 50:  Multiple licences and other financial
activities may be permitted.

A conglomerate should not be prohibited from obtaining a number of classes
of licences or conducting non-regulated financial activities. More than one
licence of each class should be permitted, provided the APRC is satisfied
that arrangements do not compromise prudential standards and that deposit
holders and other investors are treated equitably.

Recommendation 51:  The APRC should be empowered to access
operations of other non-regulated entities in the group.

The APRC should have clear powers to verify intra-group exposures and
otherwise be satisfied as to the adequacy of separation of the regulated
financial entity from other financial operations within the group, including
any holding companies and affiliates such as merchant banks and finance
companies.

Recommendation 52:  Fundraising by money market
corporations should be subject to CFSC surveillance.

The fundraising and market conduct activities of money market
corporations (merchant banks) should be subject to the Corporations Law and
CFSC surveillance. Money market corporations should not be permitted to
accept retail deposits.



Overview

50 . . .

The RBA should continue to register money market corporations under the
Financial Corporations Act 1974 for the purpose of collecting statistics for
money and credit aggregates. Current exemptions from the Banking Act 1959
under s. 11 in respect of banking business and s. 66 in respect of the use of
the term ‘bank’ should be applied by the APRC.

Money market corporations, like other entities, should be able to hold ESAs
and participate directly in high-value settlement arrangements, provided
they conduct significant settlements on behalf of third parties, and meet
appropriate prudential (eg liquidity, collateral, capital) and operational
requirements.

Recommendation 53:  Fundraising by finance companies should
be subject to CFSC surveillance.

The fundraising and market conduct activities of finance companies should
be subject to the Corporations Law and CFSC surveillance.

The RBA should continue to register finance companies under the
Financial Corporations Act 1974 for the purpose of collecting statistics on
money and credit aggregates.

Recommendation 54:  There should be appropriate mechanisms
for resolving failure of DTIs.

The depositor preference mechanism that applies to banks should, subject to
appropriate transitional arrangements, be extended to all regulated DTIs,
and associated resolution arrangements transferred to the APRC and
clarified by legislative amendment.

The DTI sector should consider continuing the contingency funds now
operated for credit unions either by amalgamation to form a nationally
based fund or by establishment of industry based funds to assist the APRC
in merger or rehabilitation of member DTIs. Membership should be
voluntary and extended to other entities wishing to join. Participation in the
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scheme should be taken into account by the APRC in determining the nature
and intensity of prudential regulation applying to these institutions.

To facilitate depositor protection, restrictions on the classes of debt and
equity that may be issued by DTIs, particularly by mutual institutions,
should, as far as possible, be removed.

Recommendation 55:  There should be appropriate mechanisms
for resolving failure of insurance and superannuation.

The APRC should be empowered to replace management control (or, for
superannuation funds, trustees) of regulated financial entities in the event of
their failure, or in the event that the regulator reasonably forms a view that
failure is likely to occur in the absence of such intervention.

Existing policy holder preferences applied to statutory funds of life
companies should be retained and extended to benefit funds of friendly
societies.

Where losses as a result of serious fraud are incurred by beneficiaries of
superannuation funds (other than excluded funds), the Treasurer should
have powers, on the advice of the APRC, to levy superannuation funds and
other superannuation providers at a rate not exceeding 0.05 per cent of
assets where such restitution is considered to be in the national interest.
Restitution should be limited to 80 per cent of the original entitlement of
beneficiaries as determined by the APRC. Consideration should be given to
establishing a similar scheme for other retirement income products such as
annuities.
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Stability and Payments

Recommendation 56:  The RBA should remain responsible for
system stability.

The central bank is best placed to ensure the stability of the financial system
and to manage systemic risks. The RBA should retain overall responsibility
for the stability of the financial system, in consultation as necessary with the
Treasurer and other financial sector regulatory authorities.

Recommendation 57:  The CFSC should be responsible for
regulation of financial exchanges.

The CFSC should be responsible for regulation of financial exchanges and
keep the adequacy of exchanges’ risk controls under review.

Financial exchanges should be included among those institutions and
regulatory agencies for which there should be legislative change to remove
any impediments to voluntary information sharing.

Recommendation 58:  Regulatory agencies should monitor
wholesale markets.

The regulatory agencies should monitor the evolution of wholesale markets
for the emergence of large institutions not subject to regulation domestically
or overseas by a prudential regulator. In case of an identified need, the
APRC should recommend an increase in its regulatory coverage.

Recommendation 59:  The RBA should promote control of
domestic and international settlement risks.

The RBA should give high priority to promoting cost-effective control of
domestic and international settlement risks, including by benchmarking
exercises to improve systems within institutions involved in wholesale
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international payments, encouraging payments netting arrangements,
shortening settlement times for clearing systems and extending settlement
hours to allow coordinated delivery versus payment and payment versus
payment arrangements.

The legislative program should expedite preparation and consideration of:

Ø legislative amendments for information sharing between domestic
and relevant overseas regulatory agencies;

Ø netting legislation to cover failure to settle by participants in the
payments system; and

Ø legislation to give legal certainty to bilateral netting of financial
transactions as proposed by the Companies and Securities Advisory
Committee Netting Sub-Committee  these amendments are to put
beyond doubt the legal enforceability of netting contracts under the
Banking Act 1959, the Life Insurance Act 1995 and other legislation in
the event of insolvency, liquidation, bankruptcy, receivership and
voluntary administration.

Recommendation 60:  Liquidity management responses should
remain the responsibility of the RBA.

Instability in financial and/or asset markets may be a source of risk to the
financial system and its participants. The policy responses to such
developments will vary with the particular circumstances and are not
amenable to pre-emptive actions. Responses may include provision of
liquidity to markets generally or to particular sectors. These should remain
the responsibility of the RBA (in consultation with the Treasurer), in its roles
as both monetary authority and authority responsible for managing
systemic risk.

Recommendation 61:  A Payments System Board should be
formed within the RBA.

The payments system should be regulated by the RBA under a Payments
System Board (PSB). The PSB should have responsibility for implementing
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policies to improve payments system efficiency, including the adoption of
the most efficient technology platforms, and enhancing the competitive
framework, consistent with overall systemic stability. The PSB should also
have general oversight of the clearing streams.

Recommendation 62:  Membership of the PSB should reflect
payments system efficiency objectives.

The PSB should be chaired by the Governor of the RBA and should also
include one deputy governor of the RBA. Other members should be
appointed by the Treasurer and drawn from payments system users and
industry representatives who are knowledgeable and experienced in the
operations of the payments system.

The PSB should make its decisions independently of the main RBA Board,
which would concentrate on monetary policy and financial stability. In the
event of a conflict between the main RBA Board and the PSB, the Governor
should be given statutory authority to implement the decision of the main
RBA Board.

Recommendation 63:  The PSB should set performance
benchmarks.

The PSB, in consultation with market participants and payments clearing
houses, should establish targets for the implementation of efficiency
benchmarks for each part of the payments system and report annually
against these benchmarks and other aspects of payments system costs.

The PSB should also ensure that new technologies are implemented to
advance the efficiency and soundness of the financial system. The PSB
should have the necessary resources, focus and powers to influence, or if
necessary mandate, standards.
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Recommendation 64:  The RBA’s commercial activities should be
clearly separated from regulatory responsibilities.

RBA ownership and operation of the real-time gross settlement (RTGS)
system is justified on public benefit grounds. As a general principle, other
commercial activities are inconsistent with its regulatory responsibilities.
Where any special considerations warrant RBA participation in such
activities, these should be clearly separated from regulatory responsibilities
and subject to transparent reporting arrangements.

Recommendation 65:  The Australian Payments System Council
should be disbanded.

The Australian Payments System Council (APSC) should be disbanded, with
its functions in relation to the payments system assumed by the PSB. The
consumer protection responsibilities of the APSC should be transferred to
the CFSC.

Recommendation 66:  Rights to issues cheques should be
extended.

The foreshadowed amendments to the Cheques and Payment Orders Act 1986
should be enacted to allow building societies, credit unions and their SSPs to
issue cheques in their own name. Issuers of cheques should meet objective
performance benchmarks. Other financial institutions should be allowed to
issue cheques in agency arrangements with DTIs or their SSPs, subject to the
approval of the APRC.

Recommendation 67:  Interchange arrangements should be
reviewed by the PSB and the ACCC.

The PSB should consider whether interchange pricing arrangements are
appropriate for credit and debit cards. A review of arrangements by the
ACCC is warranted where such arrangements are priced contrary to
efficiency principles.
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Recommendation 68:  The ACCC should maintain a watching
brief over the rules of international credit card associations.

Given the likely importance of the credit card companies in the emerging
smart card business, the ACCC should maintain a watching brief over the
membership arrangements and rules of the international credit card
associations.

Recommendation 69:  Access to clearing systems should be
liberalised.

Access to clearing systems should be widened to include all institutions
fulfilling objective criteria set by the regulator, the PSB.

Disputes over technical standards in clearing should be referred to the PSB
for final arbitration and determination.

Recommendation 70:  The APCA should continue its role in
clearing arrangements with wider membership.

The Australian Payments Clearing Association (APCA) should continue to
be the coregulatory body responsible for the operational and technical
efficiency of the various clearing streams. However, membership of APCA
should be open to any organisation approved as a payment service provider
by the PSB. The existing authorisations from the ACCC for APCA’s
memorandum and articles of association and the rules relating to the paper
and bulk electronic clearing streams may require reassessment.

Recommendation 71:  The Trade Practices Act should continue to
apply to payments clearing arrangements.

Payments clearing arrangements should remain subject to the provisions of
the Trade Practices Act 1974. The rules of any industry organisation operating
a clearing system should be made subject to approval by the ACCC. If any
part of the industry were to develop a monopoly in processing financial
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transactions, the question of third-party access to the electronic network
should be considered under the access provisions of the Trade Practices Act
1974.

Recommendation 72:  Stores of value for payment instruments
should be subject to regulation.

Holders of the store of value for traveller’s cheques, stored value or other
smart cards, electronic cash and other payment instruments which are
intended as a means of making payments to a wide range of merchants or
other persons should be subject to regulation to ensure the safety and
integrity of the payments system.

Ø For licensed DTIs and life companies, adequate regulation generally
would be provided by the APRC.

Ø If the store of value is not held by such licensed institutions, holders
should be required to hold collateral against unsettled claims or
meet such other requirements as may be determined by the PSB,
taking into account regulatory arrangements offshore and the
issuer’s ownership and capital or other backing. The PSB should
facilitate the interoperability of open systems.

Where payment instruments operate only in closed systems for the purposes
of a single merchant or small group of merchants, safety regulation is not
required as such systems pose little systemic risk and can be adequately
regulated under existing Corporations Law and consumer protection
legislation. However, an industry code of conduct, overseen by the CFSC,
should be developed for these systems.

Recommendation 73:  Access to ESAs should be liberalised
subject to appropriate conditions.

The RBA should continue to determine the right to hold an ESA on the basis
of clear and open guidelines determined by the PSB. There should be no
presumption that banks and SSPs would be the only holders of settlement
accounts.
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Recommendation 74:  High-value payments settlement providers
should be regulated to the international standard for banks.

When the RTGS system becomes operational, application for high-value
settlement facilities at the RBA should be limited to financial institutions
with an appropriate business case and extensive settlement business for
high-value transactions on behalf of non-associated third parties.

Given the importance of high-value payments systems to the efficiency and
stability of the financial system, participants offering settlement services in
the high-value payments system should be prudentially regulated to the
intensity of the international standard for banks.

Successful applicants should be subject to appropriate prudential (eg capital,
liquidity, collateral, separation) and operational requirements to ensure the
stability and integrity of the high-value payments system.

Recommendation 75:  Non-deposit takers should be able to settle
directly consumer electronic and bulk electronic payments.

To be eligible for an ESA, non-deposit taking participants in the consumer
electronic and bulk electronic systems should demonstrate that extensive
business is undertaken on behalf of non-associated third parties. They
should also meet appropriate prudential (eg capital, liquidity, collateral,
separation) and operational requirements.

Recommendation 76:  RTGS system benchmarks should be
established.

The introduction of the RTGS system will decrease settlement and systemic
risk if all high-value payments are required to be settled on a real time basis.
For these reasons, all large financial cross-institutional payments should be
settled with RTGS as soon as possible. In addition, a cost-benefit analysis
should be undertaken for introducing to other payments, such as the bulk
electronic and consumer electronic systems, some form of real-time
settlement system.
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Recommendation 77:  The PSB should issue payments system
approvals.

The PSB should provide and regulate two types of approval in the payments
system. For payments clearing and final settlement, a clearing and
settlement approval would be provided to all DTIs with a banking
authorisation and would be available to other institutions or entities subject
to their meeting appropriate prudential guidelines. A clearing approval
would be available to other institutions involved in the clearing of payments
instruments but not involved in final payments settlement.

Disputes over technical standards in clearing should be referred to the PSB
for arbitration and determination.

Recommendation 78:  The PSB and the APRC should establish
close coordination arrangements.

Where entry requirements of the PSB specify that payments providers
should meet prudential standards, the requirement should be administered
by the APRC although consideration could also be given to collateral
arrangements with the RBA in appropriate circumstances. The consultative
arrangements to be developed between the RBA and the APRC should
provide an appropriate forum to address a number of operational issues,
including reporting arrangements between the RBA and APRC.

Mergers and Acquisitions

Recommendation 79:  Section 50 of the Trade Practices Act
should continue to apply to the financial system.

Section 50 of the Trade Practices Act 1974 should continue to apply to the
financial system as to other sectors  so that a merger in the financial
system is prohibited where, in a substantial market, a substantial lessening
of competition would be likely to result.
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Recommendation 80:  The ACCC should administer competition
laws for the financial system.

The ACCC should continue to administer the competition laws for the
financial system as for other sectors.

Recommendation 81:  The prudential regulator should assess the
prudential implications of relevant mergers and acquisitions.

The prudential aspects of mergers between licensed financial institutions
should be determined by the prudential regulator through its regulation of
the merging and merged entities. In general, prudential considerations
would be unlikely to prevent mergers but regulatory, capital or other
requirements might influence the methods used for giving effect to them.

Recommendation 82:  The Trade Practices Act should provide the
only competition regulation of financial system mergers.

Banking and insurance laws should be amended to clarify that the only
competition assessment of a merger should be under the Trade Practices Act
1974.

In the meantime, the Government should publicly adopt a policy of
accepting the competition assessment of bank and insurance company
mergers made by the ACCC (or the Australian Competition Tribunal or
Courts), as applicable, under the Trade Practices Act 1974.

Recommendation 83:  The ‘six pillars’ policy should be removed.

Mergers should be subject to assessment under the Trade Practices Act 1974
and under banking and insurance laws, but the ‘six pillars’ policy  which
separately imposes a government prohibition on mergers among the largest
four banks and the largest life companies  should be removed.
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Recommendation 84:  Merger assessments should take account of
changes occurring in the sector.

In the administration and interpretation of the merger provisions in the
Trade Practices Act 1974, regard should be had to the substantial and rapid
changes which are now occurring in the financial system, including those
reported by this Inquiry, which are affecting the appropriate definition of
markets and in general introducing new sources of competition.

Recommendation 85:  General foreign investment policy should
apply to the financial system.

The policy position prohibiting the foreign takeover of any of the four major
banks should be explicitly removed and replaced with a policy which
provides that all foreign acquisitions in the financial system will be assessed
under the general provisions of foreign investment policy under the Foreign
Acquisitions and Takeovers Act 1975.

The Inquiry believes that a large scale transfer of ownership of the financial
system to foreign hands should be considered contrary to the national
interest. However, this does not preclude some increase in foreign
ownership of aspects of the Australian financial system, including its major
participants.

Promoting Increased Efficiency

Recommendation 86:  Foreign investment regulations for the
funds management industry should be reviewed.

Foreign investment regulations requiring approval for investments made by
foreign owned or controlled managers of the funds of life companies and
other collective investments should be reviewed and, if possible, removed
where the principal investors in these funds are Australian.
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Recommendation 87:  Takeover and merger provisions are needed
for collective investments.

The Corporations Law should be amended to provide:

Ø the application of takeover provisions modelled on Chapter 6 of the
Corporations Law for public unit trusts; and

Ø streamlined merger and reconstruction provisions for collective
investment schemes.

The Australian Stock Exchange should amend Listing Rule 15.14 to permit
the exercise of sanctions in trust deeds reasonably designed to provide unit
holders with the protection embodied in Chapter 6 of the Corporations Law.

Recommendation 88:  Superannuation fund members should have
greater choice of fund.

Employees should be provided with choice of fund, subject to any
constraints necessary to address concerns about administrative costs and
fund liquidity. Where superannuation benefits vest in a member, that
member should have the right to transfer the amounts to any complying
fund. Where a member chooses to exercise that right, payments should be
transferred to the chosen fund as soon as practicable, subject to controls
necessary to maintain orderly management for the benefit of all fund
members.

Transfer costs, including those incurred as a result of regulatory
requirements, should be transparent and reasonable.

Recommendation 89:  Regulation of collective investments and
public offer superannuation should be harmonised.

The regulatory framework for public offer collective investments and
superannuation should be harmonised to the greatest possible extent by:
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Ø making both types of products subject to a single consumer
protection regime (including disclosure rules) administered by the
CFSC; and

Ø bringing the structure of collective investments into line with that
for superannuation funds, by introducing a requirement for a single
responsible entity.

Recommendation 90:  Regulation of trustee companies should be
modernised and applied on a uniform national basis.

The States and Territories should give urgent priority to establishing a
modern, uniform, national regime for trustee companies.

The corporate trustee and fundraising business of trustee companies should
continue to be regulated under the Corporations Law and Superannuation
Industry (Supervision) Act 1993 regimes.

Recommendation 91:  Legislation should be amended to allow
for electronic commerce.

Regulation should not differ between different technologies or delivery
mechanisms such as to favour one technology over another. A large number
of legislative amendments will be required to implement this
recommendation. In addition, further amendments will be required to
facilitate electronic commerce. These should include:

Ø adoption and enactment of the recommendations of the Companies
and Securities Advisory Committee Netting Sub-Committee;

Ø review and amendment of Commonwealth, State and Territory
legislation to permit digital signatures in appropriate
circumstances  such legislation includes the Uniform Consumer
Credit Code, the Privacy Act 1988, and the Financial Transaction
Reports Act 1988;
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Ø amendments to legislation and industry codes of conduct to allow
electronic provision of notices and documents to improve the
efficiency of financial transactions and reduce costs;

Ø endorsement by industry and government of the Public Key
Authentication Framework developed by Standards Australia to
enable a reliable system for digital recognition of individuals and
entities to be developed  interim standards should be in place by
the end of 1998; and

Ø amendments to legislation, such as Evidence Acts, by the end of
1998 to take account of electronic transactions and record
keeping  a short-term objective should be the enactment of
national uniform legislation covering evidentiary issues for the
electronic delivery of financial services.

Recommendation 92:  Australia should adopt international
standards for electronic commerce.

Australia should adopt appropriate internationally recognised standards for
electronic commerce, including for electronic transactions over the Internet
and the recognition of electronic signatures.

Recommendation 93:  International harmonisation of law
enforcement and consumer protection should be pursued.

To assist in international law enforcement and consumer protection,
Australian regulatory authorities should maintain close relationships with
counterparts in other jurisdictions. As far as possible, Australian law should
be consistent with laws in major centres of electronic commerce.
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Recommendation 94:  Regulators should coordinate on
technology.

Financial regulatory agencies should keep abreast of technological
developments as they affect the financial system and liaise with each other
as well as government departments and other agencies.

The PSB, CFSC, APRC and Council of Financial Regulators (CFR) should be
proactive in assessing the impact of technological developments on the
efficiency, safety and equity of the financial system and should seek the
views of industry.

Recommendation 95:  Institutions should have freedom to set
fees and charges based on costs.

Banks and other financial institutions should be free to set fees and charges
for retail financial and transaction services based generally on the cost of
provision of those services, without government intervention or suasion.

Recommendation 96:  Governments should examine alternative
means of providing low-cost transaction services.

Governments should expedite the examination of alternative means of
providing low-cost transaction services for remote areas and for recipients of
social security and other transfer payments.

Recommendation 97:  Superannuation funds should not be
required to invest in small and medium sized enterprises.

Superannuation funds should not be required to invest in a particular asset
class, including small and medium sized enterprises (SMEs).
Superannuation investment decisions should continue to be a matter for the
trustees of the fund concerned, subject to the requirements of the
Superannuation Industry (Supervision) Act 1993 that they invest prudently in a
properly diversified portfolio.



Overview

66 . . .

Recommendation 98:  Data collection on SMEs should consider
the needs of rating agencies and fund managers.

The CFSC and Australian Bureau of Statistics should take into account the
specific requirements of credit rating agencies and fund managers when
reviewing SME data collection.

Recommendation 99:  A working party on positive credit
reporting should be established.

The Attorney-General should establish a working party, comprising
representatives of consumer groups, privacy advocates, the financial
services industry and credit reference associations to review the existing
credit provisions of the Privacy Act 1988. The purpose of this review should
be to identify specific restrictions which prevent the adoption of world best
practice techniques for credit assessment, and evaluate the economic loss
associated with these restrictions against the extent to which privacy is
impaired by their removal.

Recommendation 100:  Information sharing among group entities
should be allowed unless the customer withdraws consent.

Extension of the privacy regime and future codes of conduct should
specifically allow the sharing of information among entities within a group
unless the customer has taken some action to indicate refusal of consent.
The opportunity to exercise a right of refusal must be easily and readily
available to consumers.

Recommendation 101:  The extension of the privacy regime
should follow a number of principles.

The approach to privacy regulation which emerges from the current
consultative process should:

Ø strike an appropriate balance between consumer protection,
consumer choice and the effective and efficient delivery of financial
services to consumers;
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Ø be carried out in a way which enables it to adapt to the changes
accruing in the market, including convergence in financial service
providers and products

 this suggests that any laws or codes of practice should apply to
the function of financial service provision rather than to
financial institutions;

Ø be administered for the financial system by the Privacy
Commissioner on a national basis;

Ø avoid or eliminate any duplication of coverage between existing
privacy protection, including credit reporting provisions of the
Privacy Act 1988 and financial sector codes of conduct, and the
proposed privacy codes; and

Ø ensure appropriate transitional arrangements are introduced for
information which was obtained prior to the introduction of the
proposed privacy regime.

Recommendation 102:  The Housing Loans Insurance
Corporation should be privatised.

To ensure that the mortgage insurance market operates on competitively
neutral terms, the Housing Loans Insurance Corporation should have its
government guarantee withdrawn and be privatised, notwithstanding any
increase in insurance premiums that may ensue due to the loss of privileged
status.

Coordination and Accountability

Recommendation 103:  Regulatory agencies should have
operational autonomy.

The regulatory agencies should be established under legislation with
substantial operational autonomy.
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The APRC and CFSC should establish their own staffing and remuneration
structures in whatever form will be most conducive to their effectiveness
and efficiency.

The APRC and CFSC should locate their headquarters in the main financial
capitals, rather than Canberra. Inspection staff should be located in the cities
where the financial industry operates.

Recommendation 104:  Regulatory agencies’ charges should
reflect their costs.

The regulatory agencies should collect from the financial entities which they
regulate enough revenue to fund themselves, but not more. As far as
practicable, the regulatory agencies should charge each financial entity for
direct services provided, and levy sectors of industry to meet the general
costs of their regulation.

Recommendation 105:  Interest on non-callable deposits should
be reviewed.

The collection of revenue by the RBA through the restriction on interest
payments on non-callable deposits creates distortions in financial markets
and is not consistent with the principles for funding financial regulation.
It should be reviewed by the Commonwealth before building societies and
credit unions are made subject to a requirement for non-callable deposits.

Recommendation 106:  Regulatory agencies should set their
charges, subject to approval by the Treasurer.

Fees and charges imposed to recover costs of the financial regulatory
agencies should be determined by the agencies, subject to approval by the
Treasurer.
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Recommendation 107:  Regulatory agencies should be off-budget.

From the perspective of financial regulation, it is preferable that the APRC
and CFSC operate off-budget.

If they are funded through the Commonwealth Government budget, they
should have their funding levels determined by reference to policies for
financial system regulation rather than to targets for the overall budgetary
balance.

Recommendation 108:  Regulatory agencies should have boards,
with majorities of independent directors.

The regulatory agencies should have boards of directors responsible for their
operational and administrative policies, the fulfilment of their respective
legislative mandates and their performance.

The key principles in the composition of these new boards are that there
should be majorities of independent members and substantial
cross-representation.

The following board compositions are illustrative and not prescriptive.

Ø APRC  six independent members appointed on the nomination of
the Treasurer, three ex officio members from the RBA including the
Governor, a deputy governor and an ex officio member of the PSB,
the chief executive of the CFSC, and the chief executive of the APRC
(appointed to that office on the nomination of the Treasurer).

Ø CFSC  six independent members appointed on the nomination of
the Treasurer as part-time Commissioners, three full-time
Commissioners including the chief executive (appointed to those
offices on the nomination of the Treasurer), the Governor or a
deputy governor of the RBA, and the chief executive of the APRC.

Ø PSB  five independent members appointed on the nomination of
the Treasurer, the Governor of the RBA and two other RBA officers
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nominated by the Governor, and an officer nominated by the chief
executive of the APRC.

The chairpersons of the APRC and CFSC boards and the PSB should be
appointed by the Treasurer from among the independent members.

Recommendation 109:  Regulatory agencies should improve their
reporting.

To ensure adequate accountability and to assist the application of efficient
cost-recovery arrangements, each regulatory agency should develop internal
accounting systems and reporting arrangements to identify its effectiveness
and efficiency, both in aggregate and in respect of each major regulatory
objective.

Each agency should report annually to Parliament and should seek
continuous improvement in reporting quality. Reports should include the
results of internal assessments of efficiency, compliance costs and cost
effectiveness. Where possible, comparisons with international best practice
should be provided.

Recommendation 110:  A Financial Sector Advisory Council
should be created.

A body should be established, named the Financial Sector Advisory Council
(FSAC), with members appointed by the Treasurer and with the functions of
advising the Treasurer on:

Ø progress of implementation of new regulatory arrangements, and
their effects on the financial sector and the economy;

Ø new and potential developments in the financial system and their
regulatory implications;

Ø the cost effectiveness and relevance of the regulatory framework for
the financial system;

Ø the compliance costs occasioned by financial regulation; and
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Ø the international competitiveness of Australia’s financial sector and
how Australia could become a preferred location for financial
activities in the region.

Recommendation 111:  Regulatory agencies need power to
exchange information.

Legislation should authorise the exchange of confidential information
among the financial regulatory agencies (RBA, APRC and CFSC).

Recommendation 112:  The Council of Financial Regulators
should coordinate a broad range of activities.

The Council of Financial Supervisors should be renamed as the Council of
Financial Regulators (CFR) and reconfigured with the aims of facilitating the
cooperation of its three members (the RBA, APRC and CFSC) across the full
range of regulatory functions, and the attainment of regulatory objectives
with the minimum of agency and compliance costs.

In addition to implementing these aims, the CFR should give early attention
to:

Ø considering issues of systemic stability spanning their respective
jurisdictions, such as the risk characteristics of clearing and
settlement arrangements, the risk control systems of futures and
options exchanges and other markets, and arrangements for
handling situations posing systemic problems;

Ø monitoring the participation in Australian wholesale markets of
large institutions not subject to prudential regulation domestically
or overseas;

Ø harmonising government agencies’ data requirements from
reporting financial entities, beginning with those of the financial
regulatory agencies and Australian Bureau of Statistics;

Ø liaising with law enforcement bodies about the implications of new
financial technology or regulatory practice for enforcement of other
laws; and
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Ø examining issues of competitive neutrality in financial regulation
which may be suggested from time to time by industry or advisory
bodies.

Managing Change

Recommendation 113:  A staged approach to change is required.

A staged approach should be adopted to implementing the
recommendations of this Report, commencing with announcement of the
Government’s position in principle on the main recommendations, and
followed by establishing the new regulatory agencies and investing them
with existing regulatory functions.

Recommendation 114:  A panel for uniform commercial laws
should be established.

A Panel for Uniform Commercial Laws in Australia (PUCL) should be
established, to pursue uniform Commonwealth, State and Territory
commercial laws. Agreement should be reached at the Council of Australian
Governments level on the establishment of the panel and its priorities and
deadlines. The PUCL should complete its task by no later than the end of
1999.

Recommendation 115:  Proposed sequence for implementing the
recommendations.

Implementation of the recommendations of this Report, if accepted, should
proceed in the following broad sequence:

Ø announcement of the Government’s decisions on mergers policy
and ownership of financial institutions;

Ø development and announcement of the Government’s in-principle
responses to the proposals for the regulatory framework;
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Ø establishment of the FSAC;

Ø implementation of the changes to promote competition in the
payments system and to improve disclosure and consumer
protection regulation;

Ø negotiation and agreement with the States and Territories on the
in-principle approach to be adopted to the proposed transfer of
prudential and related responsibilities to the Commonwealth, the
changes to the responsibilities of the ASC, and the establishment of
the PUCL;

Ø establishment by legislation of the new regulatory agencies and
their investment with existing regulatory functions, with parallel
processes of internal consultation within existing regulatory
agencies;

Ø development and enactment of legislative reforms, and the
subsequent implementation of reform proposals by the regulatory
agencies; and

Ø implementation of the outcome of proposed review processes, for
example for the Uniform Consumer Credit Code.


