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CEO’S FOREWORD 
 
Taxpayers Australia Limited, trading as Tax & Super Australia (TSA) welcomes the opportunity to lodge 
its submission to the Royal Commission into Misconduct in the Banking, Superannuation and Financial 
Services industry.  
 
TSA is a not-for-profit organisation that has assisted accountants, tax and superannuation professionals 
for nearly a century. It was established in 1919 to help promote a simpler and fairer tax system for all 
Australians. With a subscriber base of approximately 12,000 including 4,500 members, the organisation 
has evolved to meet the challenges of Australia’s modern tax regime and remain at the forefront of 
supporting accounting professionals. 
 
The submission specifically seeks to address the terms of reference f to I namely: 
 
(f) The adequacy of: 
 

(i) Existing laws and policies of the Commonwealth (taking into account law reforms 
announced by the Commonwealth Government) relating to the provision of banking, 
superannuation and financial services; and 

(ii) The internal systems of financial services entities; and 
(iii) Forms of industry self-regulation, including industry codes of conduct; to identify, regulate 

and address misconduct in the relevant industry, to meet community standards and 
expectations and to provide appropriate redress to consumers; 

 
(g) the effectiveness and ability of regulators and financial services entities to identify and address 
misconduct by those entities; 
 
(h) whether any further changes to any of the following are necessary to minimise the likelihood of 
misconduct by financial services entities in future (taking into account any law reforms announced by the 
Commonwealth Government): 

(i) The legal framework; 
(ii) Practices within financial services entities; 
(iii) The financial regulators; 

 
(i) Any matter that has occurred or is occurring overseas, to the extent the matter is relevant to a 

matter mentioned in paragraphs (a) to (h); 
 

(j) any matter reasonably incidental to a matter mentioned in paragraphs (a) to (i). 
 
and, without limiting the scope of your inquiry or the scope of any recommendation arising out of your 
inquiry that you may consider appropriate, for the purpose of your inquiry and recommendations in 
relation to the matter mentioned in paragraph (f): 
 
(k) We direct you to have regard to the implications of any changes to laws, that you propose to 

recommend, for economy generally, for access to and the cost of financial services for consumers, 
for competition in the financial sector and for financial system stability; and 
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(l) We authorise you to have regard to comparable international experience, practices and reforms. 
 
Much publicity has been generated by the Royal Commission into Misconduct in the Banking, 
Superannuation and Financial Services Industry in respect of the behaviours of individual firms and 
individuals to date.  However scant discussion has been given to the current regulatory environment and 
how these changes have affected and will affect the operating environment and regulation of financial 
services provided. 
 
Tax & Super Australia is keen to stress the importance of the financial services industry to the Australian 
public going forward and the importance of ensuring that the resulting economic costs of regulation and 
the cumbersome processes of compliance do not stifle competition.  In particular, this submission 
considers: 
 

• The unnecessary changes to the accounting profession are draconian and not based on sound 
analysis or facts. 

• These regulations will result in substantially reduced competition in the provision of 
noncontroversial and generic advice on SMSFs and increased costs and fewer services. 

• There exist alternative means of regulation that will produce a better outcome at reduced costs 
without compromising the integrity of the service provided. 

 
Tax & Super Australia’s membership includes accountants, tax and superannuation professionals, many 
of them small businesses, who have provided services to their clients over many years.  They are well 
respected in the community as professionals with uncompromising integrity and ethics who have been 
providing independent advice to their clients.   
 
No empirical evidence has been provided at any level to support the inclusion of accountants in the new 
licensing arrangements.   
 
In Section One of our submission, we look at the historical context and the facts contained in the two 
reports into the Financial System, namely, Wallis in 1997 and Murray in 2014.  We note that both these 
reports did not recommend the inclusion of accountants and their independent advice into the licensing 
of Financial Planning. 
 
Section Two examines the costs of the new ASIC Financial Advisers Register. 
 
Section Three proposes alternative policy options rather than ASIC imposed AFSL as it now stands. 
 
Section Four provides information on other issues of relevance to the efficient functioning of the 
superannuation system 
 
Finally, a conclusion on how TSA sees the current debate. 
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If you would like to discuss any aspect of this submission including any of our recommendations, please 
contact the undersigned. 

 
 

Yours sincerely 

 
Moti Kshirsagar 
Chief Executive Officer 
Tax & Super Australia  
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Summary of Findings and Key Recommendations 
 

Findings 
 
1) The new regulations including accountants into the Australian Financial System Licenses has resulted 

in reduced competition and increased costs. 
2) These additional costs are unsustainable and unlikely to be absorbed by the accountants in full and 

therefore will continue to be passed on to their clients. 
3) The overall costs of providing advice is bound to increase making the process of seeking financial 

advice extremely expensive and ultimately unsustainable. 
4) There exists no empirical evidence to reject the conclusion of the Murray Report (2014) or its 

predecessor, Wallis (1997) to exclude accountants from the need to be licenced under Australian 
Financial System Licenses. 

5) No evidence has been provided in the public domain regarding ASIC’s support for increased 
regulation in the accounting profession. 

6) The new ASIC Financial Advisers Register costs were significantly understated by the Regulation 
Impact Statement to the Federal Cabinet and the magnitude of the new cost structure not 
recognised. 

7) The provision of Statements of Advice cost approximately $2,000 each with likely additional costs of 
at least $1.2 billion to Australia’s 600,000 Self Managed Super Funds (SMSFs). 

8) Unless the inherent deficiencies in the proposed system of financial licensing are addressed, there is 
bound to be a significant reduction in the number of service providers, exacerbated by a 
degradation of the quality of advice provided. 

9) Attempts by professional organisations such as CPA Australia to facilitate a mechanism for qualified 
accounting professionals to provide advice to their clients at an affordable level have failed. 

10) The volume of paperwork and bureaucratic oversight will significantly increase costs with little or no 
noticeable improvement in the level of protection to the public. 

 
 
Key Recommendations  
 
1) Accountants who are members of professional associations providing financial advice of an ancillary 

nature, as was the case in the past, be exempt from the Register of Financial Advisers and the 
consequent costs.  

2) As a lesser alternative, Statements of Advice should be reviewed in terms of frequency and the 
information requirements required from accountants as much lower risk compared to financial 
advisers.  The Information should be supplied in a format conducive to reducing costs and improving 
the data mining capabilities resulting in regulatory efficiency of the Financial Services Sector. 

3) ASIC regulatory proposals should be reviewed against comprehensive cost benefit analyses.  
4) Trustees of SMSFs undertake a basic educational program to ensure they have an understanding of 

their obligations and ongoing responsibilities. 
5) The ATO, APRA and ASIC consult with TSA and other appropriate organisations to develop policies to 

allay the concerns of elderly superannuants on appropriate SMSF withdrawal policies. 
6) The ATO adopt Tax File Numbers for data matching and provide Registered Tax Agents with the 

appropriate information to assist in rectifying the problem of the missing superannuation accounts. 
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Section 1: Historical Context 
 
The current ASIC extension of Australian Financial System Licenses to accountants is economically 
inefficient and will lead to excessive costs and reduced market competition with the consequences that 
investors, the financial sector and the economy generally will face a deadweight burden leading to net 
losses in many cases, derived from excessive costs far outweighing the intended benefits. These ASIC 
additional regulations run counter to a fundamental proposition put forward in the Murray Report, the 
most recent comprehensive review of the financial system, whereby that report stated, “Competition 
remains the cornerstone of a well-functioning financial system and is generally preferred to government 
intervention.”  
 
The Murray report stated that their “approach to policy intervention is guided by the public interest. 
Given the inevitable trade-offs involved, deciding how and when policy makers should intervene in the 
financial system requires considerable judgement. Intervention should seek to balance efficiency, 
resilience and fairness in a way that builds participants’ confidence and trust. Intervention should only 
occur where its benefits to the economy as a whole outweigh its costs and should always seek to be 
proportionate and cost sensitive.” 
 
The previous report into the financial system by Wallis in 1997 made a similar observation in that “Cost 
effectiveness is one of the most difficult issues for regulatory cultures to come to terms with. Any form of 
regulation involves a natural tension between effectiveness and efficiency. Regulation can be made 
totally effective by simply prohibiting all actions potentially incompatible with the regulatory objective.  
 
That report also stated there should be “a presumption in favour of minimal regulation unless a higher 
level of intervention is justified.” 
 
The new AFSL licensing arrangement have caught in its net a large number of small accounting practices 
and tax advisors who participate in the setting up and the administration of SMSFs.   
 
Accountants who are perfectly qualified to undertake these services are withdrawing their services as a 
result of excessive compliance costs and highly cumbersome regulatory processes. 
 
Work previously undertaken by accountants is now being considered part of the financial planner 
arrangements and caught by the new AFSL Licensing.   
 
The proposal on AFSL for accountants is in complete contradiction to the Murray report approach. 
 
The Australian Government in its response to the Murray report stated, “We will address the 
misalignment of incentives by reducing and improving the disclosure of conflicted remuneration in life 
insurance, stockbroking and mortgage broking.” Note that the response did not mention accountants. 
 
The Wallis report was more explicit on this issue as they made the specific recommendation that 
“Licensing of professionals providing incidental financial advice is generally not required.” 
 
The details of their recommendation were “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.” and “Financial advice is often 
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provided by professional advisers such as lawyers and accountants. This advice is typically provided in 
the context of broader advisory services offered to clients extending beyond the finance sector, often 
where an adviser has a wide appreciation of the business and financial circumstances of a client. In such 
cases, the best course is to rely upon the professional standing, ethics and self-regulatory arrangements 
applying to those professions.” As ASIC is rejecting the advice of 2 major independent analyses of the 
potential problems in the financial sector, they should provide strong empirical evidence as to why AFSL 
for accountants is now required and was not regarded as necessary in the 2014 Murray report.  
 
What is the expected reduction in breaches through the increased regulation for accountants by 
requiring them to have an AFSL? 
 
There is no strong empirical evidence for the regulatory expansion by ASIC for bringing accountants and 
tax professionals under the same regulatory regime of the financial sector industry. This submission will 
demonstrate that there has been a total failure of cost consideration to users of these services pointing 
to bureaucratic overreach by ASIC.  
 
It is a challenge for the Royal Commission to find an answer to a question that was first asked some 
2,000 years ago, “Sed quis custodiet ipsos custodes?” by Juvenal in the time of the Roman Empire. The 
simple translation is “Who Will Guard the Guards?” No one has provided a definitive answer, but the 
Royal Commission needs to find some methodology of ensuring efficient, equitable outcomes from 
these government mandated regulatory interventions. 
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Section 2: Costs of the new ASIC Financial Advisers Register 
 
For the Enhanced Register of Financial Advisers that ASIC has implemented, a Regulation Impact 
Statement (RIS) was prepared by ASIC for the Federal Cabinet. The statement contained an estimate of 
the change in average annual regulatory costs compared to the then business as usual case. For 
businesses, there was an estimated increase in costs of $2.05 million. 
 
This RIS was undertaken before the changes in the requirements for accountants to be on the Register 
came into operation. It is unclear how the $2.05 million was calculated and what categories of expenses 
were included in the benefit-cost study. 
 
Estimates were made for increases in costs for beneficiaries of SMSFs as a result of these changes and 
they are extremely high. Based on information gathered from TSA members, the average cost of a 
Statement of Advice is approximately $2,000. There are around 600,000 SMSFs in Australia. Even the 
provision of one Statement of Advice per year per SMSF would increase total costs by 3 orders of 
magnitude compared to the costs estimated in the RIS. 
 
There will be further increases in the average cost of a Statement of Advice. The supply side of 
Registered Financial Advisors will diminish because of the higher costs of obtaining the required 
qualifications – both in time and financial cost. Further diminishing the supply of appropriate advice will 
see the withdrawal of services from reputable sources such as the accounting and tax professionals as 
demonstrated in TSA’s survey of its members. Following is a selection of quotes from the survey of 
members on the costs of the current arrangements: 
 

• Licencing has been almost a complete waste of money. We are actually considering relinquishing 
our AR status & using designated FP’ (Financial Planners) to do the SOA’s etc. As the time spent to 
do this stuff & to spend 30 hours a year on Super Specific CPD is crushing us & clients don’t 
understand why we are charging them for SOA’s just to do a basic contribution. So, we’re going to 
make the FP’s be the bad guys with the costs. 

• As I have been doing super funds since the 1980s I think the government has it all wrong and should 
have never removed the accountants’ exemption. Whilst their licensing requirements seem 
appropriate they come at a price that clients are not prepared to pay, and my clients are all wealthy. 

• Too much trouble and more compliance requirements to get an AFSL licence. 

• Looked at becoming a financial advisor some years ago but decided cost of study would be greater 
than fees earned. 

• I had started the RG146 program with the CPAs, but I found it was going to be too costly to use the 
qualifications, for the odd SMSF I would set up, let alone the incidental financial advice provided as a 
tax agent. 

• My business partner and I went down the route of getting qualified and in the end the statement of 
advice took too long (3 week turn around) cost too much as far as the client was concerned and 
there was a lack of information and assistance, despite many promises, from the licensee. A terrible 
waste of time. 

• I have been forming and maintaining SMSFs since 1980s and now I am not good enough to do the 
work. What a joke! 

• I have a Graduate Diploma in Financial Planning and recent RG146 accreditation but refuse to take 
up full licensing or AR (Authorised Representative) as neither is a viable option for me and I suspect 
most small practitioners. This is not an education issue, nor it should be. It’s about the practicalities 
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and economics of offering the public what they should be able to get without an enormous price tag 
to cover the unnecessary red tape. 

• Yes, I am thoroughly disgusted with the restrictions that the new licensing arrangements have 
placed on my role as the accountant of the SMSFs that I represent. I believe that the accountant, not 
the financial adviser, is in a far better position to assist the trustees in their management of the 
fund. The accountant is usually more trusted than the financial adviser & the trustees usually have 
more faith in their accountant. I believe that some of the current restrictions on accountants and 
what advice they can give is ludicrous. 

• All I want to do is just help a client set up a SMSF or to be able to talk to them about what a SMSF 
does so that it is up to them if they want to set up a SMSF. The other main thing is I just want to give 
tax advice on super i.e., whether to contribute some or not for tax reasons without having to send 
the client to a financial planner and the client getting charged a fee for saying the same thing or 
worse advice that is not in the best interest for the client. I am not interested in giving financial or 
investment advice. 

• As a small suburban tax practitioner, with a few SMSFs, the RG146 has not been cost effective, nor 
really necessary, cheaper to offload “advisor” work to a financial planner. 

• AFSL licences are crap and don’t provide any benefits to consumers. It costs the advisor heaps in 
money and compliance. I gave back my license. 
 

Due to the changes in the AFSL arrangements for accountants, previous work of the following kind now 
requires a Statement of Advice. 
1. An accountant talking to a client about contribution levels and providing taxation advice, even of a 
minimal kind such as informing them of the maximum contribution limit is now financial advice. 
2. Establishment of a SMSF is now financial advice. 
3. Advising the client on changing from accumulation to pension phase is now financial advice. 
4. On infrequent occasions for taxation purposes, accountants have advised clients to re-enter the 
accumulation phase from the pension phase and this is now financial advice. 
 
Accountants generally have a total overview of all the financial arrangements of their clients. They are 
usually the accountant for the business, the SMSF and any other entities such as family trusts. They can 
provide advice on all financial and taxation aspects for the same people who are the owners of the 
business, trustees in any family trust and members of the SMSF. General and generic advice on the 
SMSF is now subject to the AFSL and the requirement for a Statement of Advice. This is an additional 
cost imposed upon many family businesses which is unnecessary as the advice is of an incidental nature 
to the entire financial position of the clients. 
 
As a further example of the costs being incurred under the current arrangements, the following specific 
case study is provided: 
 
Case study of costs of preparation of a Statement of Advice by an accountant 
 
Background: The client’s member’s balance was $2m and they had no other assets apart from their own 
home outside of super. The accountant suggested that they could withdraw $500,000 and invest in their 
own names and therefore be below the $1.6m cap.  The necessary information had to be obtained by the 
accountant and submitted to the licensee in two separate documents using the software and format 
provided by the licensee.  These documents were prepared and then sent to the licensee for 
review.  Changes were recommended by the licensee and the documents resubmitted for approval.   
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The following information was required using this process:  
 
1.       Prepare a fact-finding document.  The document contained the following: 
 

a.       Total of assets and liabilities 
b.       Details of insurance 
c.       Legal and personal representatives 
d.       Current super balance 
e.       The client’s risk profile 
f.        Any plans for retirement 
 

2.       After completing the fact-finding document the accountant had to prepare the SOA 
 

a.       This contained the advice about withdrawing the funds 
b.       The consequence of doing so 
c.       Disadvantages of advice and; 
d.       Their fee 

  
The cost to the client was approximately $2,000 for providing the SOA.  To the accountant, it cost 
approximately $3,000 for time taken to prepare the list of fact finding documents and the iterations of 
SOA as mentioned above.  Furthermore, due to the infrequent provision of SMSF advice by the 
accountant, there was a process of relearning the software every time an SOA was required. Eventually, 
the loss was absorbed by the accountant as the client provided a much larger income source through the 
accounting work for his business. 
 
As additional information to buttress our argument regarding the reduction of supply of financial advice, 
CPA established an organisation, ‘CPA Advice’ to assist small accounting firms comply with the new AFSL 
Licensing arrangements. CPA estimated that there would be 250 Authorised Representatives qualified 
by 2017 under their AFSL– but ended up with only 27.  They expected to grow to 1,360 Authorised 
Representatives by 2019 but have already accumulated a trading loss of $7.4 million. This is evidence of 
accountants not willing to enter the financial advice market. 
 
As an example of hidden costs under the new arrangements, the voluminous information sheet 
published by ASIC on AFS licensing requirements for accountants who provide SMSF services is over five 
and a half thousand words and at the end of the webpage states:  
 
“Please note that this information sheet is a summary giving you basic information about a particular 
topic. It does not cover the whole of the relevant law regarding that topic, and it is not a substitute for 
professional advice. 
 
This is but one example of the volume of paperwork on the regulations imposed by ASIC. This could only 
be seen as excessive regulation and micromanagement of a market by bureaucracy and red tape. 
We believe that over time, the overall cost to meet these onerous requirements will become extremely 
high and therefore unsustainable. 
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Because of the withdrawal of supply of advisers, such as accountants, another likely adverse 
consequence from this change in the market structure will be that SMSF trustees are less likely to avail 
themselves of more expensive advice and will undertake their own research. This may lead to other 
problems such as increased advertising and promotion of non-credible products and strategies in the 
marketplace.  
 
 
Section 3: Alternative Policy Options 
 
ASIC has been pursuing a minutely regulated system of financial advice in its attempts to look after 
consumers of financial advice. This has manifested itself in, literally, volumes of regulatory instruments 
that most consumers and many other ancillary professionals will not have the time or training to gain 
expertise in. This will result in higher costs for consumers because of the reduction in supply of advice 
from professionals, such as accountants, who are quite capable of delivering the appropriate advice 
required. 
 
The Royal Commission has demonstrated that this approach has been completely ineffective in looking 
after consumers of financial products. Despite the huge regulatory framework, basic common law 
crimes have been widespread and committed within the sectors highly regulated by ASIC. 
 
Instead of continuing down the same failed path, The Royal Commission should allow an alternative 
approach of encouraging market forces to operate as competition to deliver the best outcomes for 
consumers of financial services. The current approach is seeing a competitive source, accountants and 
tax practitioners, dropping out of this service and leaving only the alternatives of a monopoly of 
regulated service providers or no service at all for consumers, except from their own research, where 
they may have very little background information to be able to find and assess appropriate products. 
This would be extensively mitigated if basic ancillary advice could be provided to them at an affordable 
cost. 
 
As demonstrated in section 1 of this paper, the current policy approach on accountants has differed 
considerably from the policy approaches recommended in the two major independent reports into the 
financial advisory services. Also, as shown in section 2 the current approach has led to greater costs and 
potentially even more severe costs without demonstrating greater improvements in benefits to 
consumers and the general economy. 
 
To mitigate the negative impacts of the current arrangements, TSA makes the following proposals: 
 
Policy option 1: Exclude accountants and tax practitioners from the financial services advisory 
register. 
 
The (RIS) made the following observations in justifying indirectly why accountants should be included on 
the Register of Financial Advisers. These observations can be challenged as to their accuracy. 
 
“professional associations only have a limited ability to influence licensees because their members are 
the individual financial advisers. This view differs from other professional organisations such as the legal 
and medical professions where reporting and other obligations are imposed on the same group that 
professional associations represent, namely, the individual practitioners. 
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Professional accounting associations are similar to the legal and medical professions in that the 
reporting and other obligations are imposed upon the individual practitioners. Therefore, the basis for 
including accountants in the financial services advisory register is flawed. 
 
There are a number of other ways in which consumers can be assured that the person they are dealing 
with is adequately trained to provide the service that they are offering. This can include reviewing a 
statement of qualifications certified by a recognised body, checking that the person is a member of the 
relevant professional organisation and/or checking that the person has been authorised by the relevant 
government agency. 
 
In many industries and vocations there are alternative quality assurance standards that are above the 
levels mandated by governments. Private standards established by professional and industry 
associations have been utilised in many industries. In some industries there have been alternative 
private standards, above the government mandated minimum standards, by organisations such as 
insurance companies only providing insurance cover to firms and individuals that meet their standard.  
 
The three major accounting professional associations have long had in place a Code of Ethics with 
disciplinary measures for breaches. Disciplinary measures include deregistration of the members who 
are accounting professionals from the Association. If deregistered, they are not eligible to practice as 
public practitioners and consequently ineligible for professional indemnity insurance. 
 
As noted in section 1, there is very little empirical evidence of any significant malfeasance by 
accountants and tax professionals in the financial advisory services arena. 
 
The RIS also stated reasons for why professional associations supposedly would not function, so decided 
to lump accountants in with the financial advisory industry. 
 
The RIS included the following statements outlined in italics: 
 
In established professions, professional associations play a major role in coordinating action. However, 
professional associations have not been able to play this role in the financial advice sector for three main 
reasons.  
 
First, there are a larger number of professional associations in the financial advice sector than in the 
established professions and coordination becomes more difficult when there are more players.  

 
According to the RIS, accountants are represented by 3 professional associations whereas there are 11 
financial advisory professional associations. For comparison, they noted that medicine and the legal 
profession had 2 professional associations each. ASIC’s inference of associating the accounting 
profession with that of the financial advisers’ profession is flawed and the arguments used to justify the 
statement above inferring that the accounting profession is not an established profession and 
coordination becomes more difficult when there are more players is simply untrue. 
 
Second, the professional associations cannot influence the behaviour of all financial advisers because 
membership of a professional association is not mandatory. 
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As noted previously the three accounting professional associations have a Code of Ethics with 
disciplinary measures for breaches which will have major financial costs to accountants if found in 
breach.  
 
Third, most reporting obligations in the financial services industry are imposed on licensees and it would 
be most effective for licensees to take responsibility for adding information about their financial advisers 
to a register. However professional associations only have a limited ability to influence licensees because 
their members are the individual financial advisers. This differs to the legal and medical professions 
where reporting and other obligations are imposed on the same group that professional associations 
represent, namely, the individual practitioners. 
 
 Accountants and tax professionals enjoy a similar status to the legal and medical professions. 
   
Industry (FPA, ABA, FSC, Industry Super Australia, and the Australian Financial Advisers Association) 
noted that the change would reduce their compliance costs. 
 
The RIS also noted that there was consultation undertaken with industry bodies but there is no mention 
of inclusion of any of the accounting professional associations in the consultation process. Accountants 
and tax professionals have not been part of the problem and their compliance costs have escalated 
dramatically which would benefit the members of the industry associations consulted for the RIS but with 
adverse consequences for consumers and end-users. The total cost for compliance for SMSFs will increase 
because of the unnecessary inclusion of accountants who are only providing incidental and generic advice 
unlike the financial advisers who provide specific product advice. 
 
Accountants and tax professionals generally only supply administration, asset allocation and risk 
assessment advice but are not involved in the recommendation or execution of specific investment 
products.  
 
Tax & Super Australia members do not give specific financial product advice.  We refer clients to a 
stockbroker if they want to buy shares: we explain to our clients the choices they have and then assist 
them to set up the appropriate entity to achieve their goals. Accountants do not need to be licensed to 
recommend that a client incorporate a company or settle a family trust. This is part of their normal 
professional role.  ASIC should clearly and unequivocally state that an accountant is allowed to discuss the 
efficacy of a SMSF and the benefits it offers to a client. Then, if the client agrees, the accountant is allowed 
to assist the client set up the SMSF. 
 
Recommendation: Accountants who are members of professional associations providing financial advice 
of an ancillary nature, as was the case in the past, be exempt from the Register of Financial Advisers and 
the consequent costs.  
 
Policy Option 2: Changing the requirements regarding Statements of Advice for accountants 
 
As demonstrated in section 2, the provision of Statements of Advice by accountants imposes significant 
costs on accountants themselves and subsequently on their customers. There has been no public outlining 
of the benefits of this regulatory approach. 
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There doesn’t need to be one standard Statement of Advice fits all format, as the market for financial 
advice is composed of different segments of levels, types and providers of advice. This proposal relates to 
accountants and tax professionals providing only ancillary advice to SMSF. 
 
Currently accountants are incurring the cost of preparing a Statement of Advice whenever they provide 
advice deemed to be of a financial planning nature relating to a SMSFs, even if technical in nature and 
with no advice of any specific financial products. 
 
Currently, the following regular queries from clients are deemed to be financial planning advice and 
therefore require a SOA: 

 
1.       Maximum contributions for a year 
2.       Minimum pension payments a year 
3.       Where the fund can lend money 
4.       Where a fund can buy a rental property 

 
To respond to any of the above general queries, a SOA is required to be prepared. SOA requires at a 
minimum, a four-page statement, setting out the following: 

 
1.       Details of risk profile 
2.       The advice given 
3.       Why the advice is appropriate 
4.       Disadvantages of advice 
5.       Areas the advice does not deal with 
6.       Fees for providing advice 
7.       Authority to proceed to be signed by client 
8.       Rollback advice, which was purely, tax law advice with no financial planning involved. 
  
This document then needs to be sent to an authorised licensee for approval and billing the client. A 
standard fee for a SOA is a minimum of $2,000. This fee cannot be charged from their practice since it 
must be charged by the licensee.  All of this takes significant time to provide, what is considered by clients 
as general advice.  Previously this type of advice would have been provided via email after taking the 
appropriate time to research the technical issues for a fraction of the cost. 
 
We propose an alternative format and a set of requirements for accountants while financial advisers can 
continue to provide the more detailed Statements of Advice as per the current requirements. 
 
For accountants a single page statement of advice on a three-year basis will assist clients to understand 
the cost and the riskiness of investments made and provide the regulator with data for audit purposes 
ensuring compliance. In the introductory phase, the first SOA provided by the accountant could be for one 
year with any issues regarding the new regulatory format resolved within that year. For subsequent years, 
they need only to be provided on a three-yearly basis. This statement of advice should be a box ticking 
exercise which provides a database for unusual practices and allows for “data mining”. 
 
ASIC in its last annual report shows that it spent over $26 million on computer software in that year alone. 
This would be only a minor software requirement for being able to flag anomalies that could be noted 
quickly and further queried. 
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 Information that could be included in the Accountant Statement of Advice 
1. Name and address of financial adviser 
2. Clients name and address 
3. Asset allocation model in place e.g. property, listed shares, unlisted shares 
4. Advice provided: 

• investment 

• asset allocation 

• administration 

• audit 

• risk assessment 
5. Cost of advice including any ongoing commissions over the next 12 months 
6. Return on investment: 

• 12 months 

• 3 years 

• 5 years 
7. Source of investment funds: 

• savings 

• borrowed funds 

• SMSF 

• funding included products 

• CFD 

• percentage of investment borrowed. 
8. Types of investment: 

• listed shares 

• property 

• Bonds 

• interest-bearing deposits. 
9. Percentage invested in each category if more than 50% invested in any one category for one 

investment. 
10. Total size of investment fund. 
11. Risk assessment of funds invested: 

• scales on the basis of 1 to 10. 
12. Ongoing financial strategy in place: 

• yes or no. 

• Independence of advice in respect of products. Whether these products are competitively 
priced compared to alternative products. 

13. Totally independent of financial adviser 
14. No fee received for investment advice. 

 
It is proposed to have one Statement of Advice per client. Not one on every piece of communication. The 
triennial statement gives the client essential information at a glance and allows regulators to identify 
anomalies e.g. Storm Financial where large numbers of clients were investing with borrowed funds. It will 
allow a risk assessment of finance advice. The Statement of Advice can be modified or shortened if the 
adviser does not give investment advice. It is easier from a compliance perspective and for the client and 
accountant if there is only one Statement of Advice per client every three years, not for every meeting, 
review or activity. 
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Policy option 3: Changing the regulatory framework for the consumer side 
 
The primary focus of ASIC has been the imposition of much greater regulation on the supply of financial 
services. This has led to much greater costs for users of financial advice currently and even more likely 
substantial rises in the cost of that financial advice in the future. 
 
To minimise costs of overregulation on the supply side, ASIC should implement a minimal regulatory 
arrangement for the demand side of users of SMSFs. Market forces are the lowest cost, most efficient 
means of reducing costs for consumers in all economic activities. 
 
There is a concern to ensure that the SMSF consumers are protected from less scrupulous or less 
competent financial advisers. Another method of tackling the problem is ensuring that the appropriate 
group of consumers are fully aware of the risks of investments and their responsibilities to themselves 
and beneficiaries of SMSFs. 
 
To achieve this improvement in the market at the lowest cost, Trustees of SMSFs should be required to 
undertake a basic educational program to ensure they have an understanding of their obligations and 
ongoing responsibilities. This is a potential simple improvement in the functioning of the financial services 
market for investments and retirement incomes.  
 
Recommendation: Trustees of SMSFs must undertake an educational program on their obligations and 
ongoing responsibilities. 
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Section 4: Other issues 
 
1. ASIC’s Supervisory Cost Recovery Model 
 
Effective 1 July 2017, all ASIC regulated entities have to cover a significant proportion of ASIC’s costs so 
that the costs of regulation are paid by those being regulated. This industry funding model has been 
extremely unpopular due to its excessive cost burden on the regulated entities and the disproportionate 
cost burden on small practitioners. 
                                                                                                                    
Regulated entities have been split into 48 sub-sectors across Corporations, Auditors, Insolvency 
Practitioners, AFS Licensees and other regulated entities and individuals. ASIC’s costs will be allocated 
between the sub-sectors. The levy calculation methods are unique to each sub-sector. Each sub-sector 
will pay a unique mix of flat and variable levies, and some sub-sectors have both minimum and capped 
levies.  
 
While Tax & Super Australia does not support these excessive cost burden on the regulated entities, it is 
gravely concerned about the implications for its constituents who are predominantly small accounting 
practices including tax practitioners. 
 
ASIC’s Annual Report for 2016-17 mentions the number of financial advisers on the register at 30 June 
2016 as 22,000+. As per ASIC’s cost recovery framework updated on 14 July 2017, a flat levy of $1,500 
has been introduced for licensees authorised to provide advice on relevant products based on the 
number of advisers on the Financial Adviser Register. This is expected to raise an additional $33 million 
in revenue for ASIC by way additional cost impost to regulated entities on the Financial Adviser Register. 
The first invoices are expected to be issued in January 2019 for the 2017/18 financial year.  
 
These excessive costs cannot be absorbed by regulated entities on the Financial Adviser Register and 
therefore will be passed on to the consumer resulting in taxpayers incurring these costs. 
 
The overall cost of providing advice is bound to increase making the process of seeking financial advice 
extremely expensive and ultimately unsustainable. 
 
As an example of the costs being incurred under the current arrangements, the following case studies 
are provided: 
 
Case studies of costs of providing SMSF advice by a limited AFS licensee  
 
Background 1: A TSA member who is a limited AFS licensee with around 80 authorised representatives’ 
charges $3,000 per annum per authorised representative for providing SMSF advice. His only source of 
revenue from his services is $240,000 per annum. ASIC will charge him a flat levy of $120,000 ($1,500 x 
80). So, ASIC’s cost impost on this member is 50% of his revenue.  
 
Background 2: A large financial services organisation has around 2,000 authorised representatives also 
charging $3,000 per annum per authorised representative for providing financial advice. The revenue 
earned from the financial advice services is $6 million per annum. ASIC will charge this organisation a flat 
levy of $3 million ($1,500 x 2,000). However, the financial services organisation has other sources of 
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revenue and the total revenue from operations is $100 million. So, the cost impost from ASIC is 3% of 
their total revenue.  
 
From the above case studies, it is evident that due to exorbitant ASIC costs, the smaller SMSF advisers 
will be driven out of the market stifling competition while the larger AFS licensees will be able to bear 
these exorbitant costs as they continue to provide SMSF advise.  This situation will result in fewer large 
providers dictating their prices as the cost of providing SMSF advise continue to escalate. 
 
TSA is extremely concerned that ASIC levies, will significantly impact the ability of the profession to 
attract and develop appropriately qualified talent. 
 
The proposed fee will make it extremely difficult to continue providing the essential services to the 
SMSF sector and will discourage growth and innovation in the future. 
 
Recommendations 

• TSA strongly recommends that the industry funding model in its current form be withdrawn. 

• TSA recommends that alternative funding models be explored including fully government funded 
models. 

• ASIC investigate and adopt low-cost models prevalent in other economies such as US, UK etc., 
including part government funded models. 

• TSA strongly recommends that only accountants and tax professionals who choose to provide specific 
product advice (and hence, are required to be licensed) are included in the ASIC’s Financial Advisers 
Register. 

 
2. The Problems of Overregulation Overlapping Responsibility and Inertia 
 
The Australian Taxation Office (ATO) has responsibility for SMSFs with four or less members and the 
Australian Prudential Regulation Authority (APRA) for SMSFs with more than four members. Added to this 
mix is ASIC with responsibility for Financial Planning licensing. 
 
Tax & Super Australia have identified and publicised a serious problem in the current regulatory 
arrangements that impact on the financial circumstances of elderly retired Australians who are in the 
pension phase with their SMSFs. None of the above organisations have bothered to rectify this critical 
issue. Tax & Super Australia remains unclear on who to take up this issue with and if the above 
organisations would be willing to communicate with each other on attempting to find a solution. 
Currently, Superannuants aged between 65 and 74 years are required to drawdown a minimum of 5% of 
their account balance each year, those between 75 to 79 years 6%, those between 80 to 84 years of age 
7%, those between 85 to 89 years 9%, those over 90 years of age 11%, and those lucky enough to live 
longer than 95 years of age, 14%. 
 
At these stages of life, elderly Australians have typically moved their investment portfolio towards a more 
conservative, less variable investments — that is, cash, term deposits and fixed interest.  Applying the 
current legislated drawdown rates has resulted in the rapid erosion of the capital value held in these 
SMSFs. 
 
Deposit interest rates offered by financial institutions are currently at very low levels in historical terms.  
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The impact is that for superannuants from SMSFs when in pension mode, the drawdown amount, based 
on age and statutory percentages, can cause excessive erosion of fund balances.  
 
This erosion of SMSF capital, due to these drawdown rates now being significantly higher than market 
returns, are likely to require many current and future elderly Australians to rely on the age pension as 
they live beyond their 80s and into their 90s. The current arrangements appear to be a penalty for self-
reliance and are likely to lead to a significant future impost on taxpayers. 
 
Modelling work undertaken for Tax & Super Australia is summarised in Table 1. 
 
Table 1: SMSF Fund Balances under alternative withdrawals scenarios 
 

Age 
Scheduled 
withdrawal % 

Scheduled withdrawal 
amount 

Fund 
balance 

Fixed sum 
withdrawal 

Fund 
balance 

65 5% 5.00 96.90 5.00 96.90 

75 6% 4.38 69.98 5.00 62.28 

80 7% 4.14 56.10 5.00 42.22 

85 9% 4.09 42.16 5.00 20.07 

90 11% 3.44 28.41 5.00 -4.38 

95 14% 2.70 16.93 n.a n.a 

 
The figures contained in the above model are index numbers with a base of 100. The scheduled 
withdrawal numbers are those imposed upon SMSFs and the fixed sum withdrawals are withdrawals of 
the same amount every year. The principal in the SMSF earns a 2% real interest rate. This is chosen to 
reflect the need for pensioners to have greater certainty in their income flows. This greater certainty is a 
trade off against investment products which have a potentially higher return but also a higher risk factor 
of not meeting those expected returns. 
 
The model results clearly show that meeting the requirements of the age-related withdrawal 
requirements will lead to a gradually reducing income and therefore living standard as pensioners get 
older. A 95-year-old pensioner dependent upon the SMSF will only be drawing 54 percent of value at 95 
as they were at 65. There will always be a residue amount in the SMSF, under this scenario, but the 
percentages will continually diminish the amount available for withdrawal. Tax & Super Australia 
members are concerned that their clients are unsure of what they should withdraw from their SMSF as 
they wish to remain self-reliant but are uncertain as to their longevity. 
 
The model was also used to assess fixed sum withdrawals on the financial well-being of pensioners. The 
fixed sum amount was chosen as the amount initially required under current government regulations and 
then continued as a constant amount every year. With this option, the SMSF has zero funds at age 90 for 
the beneficiaries. 
 
The minimum withdrawal amounts have been varied in the past as during the Global Financial Crisis, from 
2008 to 2011, the government reduced the pension drawdown percentage to half the current day 
amounts. 
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Nominal and real returns on capital investments have varied substantially historically in Australia over 
relatively short periods of time. Longevity of Australians has also been increasing over time. There needs 
to be a more flexible approach in determining withdrawal rates for SMSFs. The three government entities 
need to recognise this problem and implement changes to minimise the concerns of pensioners using 
SMSFs. Tax & Super Australia are willing to assist in drawing up a more rational framework for these 
pensioners. 
 
Recommendation: The ATO, APRA and ASIC consult with TSA and other appropriate organisations to 
develop policies to allay the concerns of elderly superannuants on appropriate SMSF withdrawal policies. 
 
2. Rectifying the “lost/inactive” superannuation accounts problem 
 
The recent disclosure by the ATO that more than 4.1 million inactive superannuation accounts with less 
than $6,000 have been resumed by them highlights an administrative deficiency in the operation of the 
superannuation system. With overlapping responsibilities between ATO and APRA and in other contexts 
ASIC, this provides another indication of inertia of government organisations in working to resolve 
identified problems impacting on many Australians. 
 
Tax & Super Australia members have extensive experience, conducted over many years working with 
clients on their taxation and superannuation affairs and make the following proposal to rectify the 
problem and benefit superannuation fund contributors.  
 

• ATO can use its extensive data matching expertise to link identified inactive superannuation accounts 
with current Tax File Numbers (TFNs) recorded in its data base. 

 

• Where the data matching is successful, ATO to list those inactive superannuation accounts on Notices 
of Assessment (NOAs) issued yearly to taxpayers.  

 

• Should the NOA reporting be unworkable, as an alternative, the ATO produces a yearly report for 
Registered Tax Agents called a “Pre-filling Report” which is designed to assist Agents preparing income 
tax returns on behalf of their clients. This report shows data matching from Financial Institutions - 
Banks, Share Registries, Managed Investment Schemes, Private Health Funds and Superannuation 
Funds. This process of identification and reporting should assist in engaging Taxpayers to take some 
responsibility for their inactive superannuation accounts and ultimately reduce this problem. 

 
Recommendation: That the ATO adopt Tax File Numbers for data matching and provide Registered Tax 
Agents with the appropriate information to assist in rectifying the problem of the missing superannuation 
accounts.  
 
3. Issues in auditing SMSFs once in every three years 
 
We are highly concerned about the impact of this proposal on the integrity of the superannuation system 
in Australia.  During a period of volatility where the financial services sector is facing the Royal Commission 
for inappropriate behaviour pertaining to self-managed superannuation funds, now is not the time to be 
moving away from annual, independent audits.  
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We would like to voice our concerns regarding the budget proposal to amend the annual audit for self- 
managed superannuation funds to a three yearly audit cycle. 
 
Auditors play an integral role in ensuring SMSF trustees comply with the rules and regulations required to 
be eligible for the tax concessions granted to superannuation funds.  To remove the independent audit 
process for two out of three years will have a significant impact on the compliance rates of trustees and 
undermine the ability of the system to function effectively.  To remove the process of annual independent 
audit check appears to be unreasonable.  
 
The budget proposal lacks clarity in terms of some finer details of the proposal i.e., (1) Is the proposal for 
one audit year every three years or (2) Is the proposal for the three financial year audits to be deferred 
until the third year and all three years of audit completed at the end of the third year. Some shortcomings 
of both options (1) and (2) are discussed below: 
 
Shortcomings of the proposal based on one audit year in every three years: 
 

• High risk of pension balances being manipulated to ensure assets and the associated income is 
channelled into a 0% tax bracket. 

• High risk of asset valuations being manipulated taking into account the $1.6 million cap to channel 
more funds into super with undesirable results and loss of revenue to Government. 

• Significant risk of contribution caps being avoided. 

• Significant risk in loans to members. If funds are going to be unaudited for two years, this would open 
up opportunities for removal of assets from the fund for personal reasons and redeposit them before 
the end of the second year for a clean third year audit. 

• There are further risks that pensions will be underpaid, or unpaid to ensure members’ account 
balances remain in a tax concessional mode. 

• Trustees will be less inclined to obtain the necessary actuarial certificate to ensure their exempt 
pension figures and the resultant tax impact is fair and appropriate. 

• Before making any changes to the annual audit process, the ability of the audit industry to service 
these requirements must be considered from a workflow management and staffing perspective.   

 
Shortcomings of the proposal based on the deferral of three financial year audits until the third year:  
 

• No cost savings are evident by merely combining three audit years into one. On the contrary, this 
could lead to increased costs associated with unnecessary paper chase to obtain historical 
documentation in complying with three-year audit requirements.  

• Auditing standard ASA 501 requires auditors to obtain sufficient and appropriate audit evidence about 
whether the opening balances are materially correct and that there are no misstatements.  Therefore, 
if the prior year financial statements have not been audited, the auditor must perform additional 
procedures to ensure the opening balances are free of material misstatements.  Hence, this will only 
increase the overall cost of audit work required every three years, which defeats the purpose of having 
lower cost and less red tape. 

• Prior year financial audits that were prepared to facilitate the annual lodgement of the fund taxation 
return is bound to identify errors resulting in amended financials being produced, necessitating 
amendment and re-lodgement of tax returns and superannuation reports. All these additional and 
reworking activities will only add to the compliance time and increase the work load for auditors, 
accountants, trustees and the ATO. 



Royal Commission into Misconduct in the Banking, Superannuation and Financial Services Industry 
 Page 23 

 
 

• Annual overheads for auditors will somehow still need to be maintained to ensure adequate staffing 
levels, to ensure continuing professional development is achieved, and that mandatory insurance is 
maintained, just to name a few areas of concern.  

  
If cost savings and process improvements are core to the proposed changes, there are other ways that 
this could be achieved without compromising the integrity of the annual audit process of self-managed 
super funds. Following are some recommendations that could help in achieving this: 
 

• Save valuable audit time by removing the need for auditors to review and retain certain 
documentation.  

• Improve the audit process and save ATO resources by removing the need for reporting certain minor 
contraventions to the ATO.  

• Design a more efficient and effective set of auditing standards in consultation with standard setters.  
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Conclusion 
 
In the current volatile environment where the banking and the financial planning professions have come 
under increased scrutiny, it is imperative that the accounting institutions and professions most trusted by 
Australians are not unnecessarily hampered in offering their services to the community. These primary 
functions are to continue in order to help people fund their retirements at minimal cost to allow them to 
maintain their lifestyle and fulfil their dreams and aspirations. 
 
It is important that regulations imposed on the financial services industry do not reduce the public’s ability 
to obtain practical and independent advice offered by the accounting profession.  Fewer than 20% of 
people currently use a financial adviser.  Placing accounting services in this mix, with the problem sectors 
of the industry, will lead to their withdrawal and further increase costs and reduce sensible advice being 
provided to their clients. 
 
Tax & Super Australia is gravely concerned that the increased regulatory burden in the financial services 
industry does not result in a situation where the baby is being thrown out with the bath water and 
consumers becoming worse off.  If regulation becomes too costly and onerous, individuals will simply 
make their own decisions.   
 
What is clear is the new regulatory system which is expected to cost taxpayers and self funded retirees an 
additional $1.2 billion exacerbated by ASCI’s supervisory cost recovery model expected to cost an 
additional $33 million are certainly not warranted for an efficient and low-cost retirement income system. 
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