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Mark Shum

It is noted that the present APS 12 do not prowigenbers with
guidelines in the conduct and provision of finaha@visory (planning)
services.

A financial planning engagement involves a dynapnacess whereby th
professional accountant (hereafter “Member”) depglappropriate
strategies to assist the client to achieve hisoobjectives, needs and
priorities. The recommended strategies may incpudduct
recommendation which may vary according to the actzmt’s
competence, experience and legal authorisation.ederyit should be
noted that there are certain processes that musidertaken by the
accountant before proper recommendations couldves gFor example,
APS 12 requires members, consistent with otherwadogy standards, to
provide the client with an engagement document whicludes the
disclosure of conflicts and remuneration models.

It is also important for the Board, as part ofABES 335 development
process, to include standards on the financialnphenprocess which
require members to actively collect client inforroat analyse the
collected client information and develop strategies are appropriate
and suitable to the client’s objectives, needsmiatities, underpinned
by adequate research by members with relevantitsilsompetencies.
This suggestion is consistent with item (b) of gaaph 1.3 of the
Invitation to Comment document (page 5) as it psgsao set out and
propose a standard for professional best praaticemémbers in the

D

APS 12 is addressed at Financial Advisory Service

Respondent recommends addressing the different
aspects of the professional work undertaken by th
member to be addressed in the proposed standar
However, some of the areas may not be approprig
in a professional standard as they may be of a
technical nature.
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provision of quality and ethical financial advis@grvices to clients and
employers.

Public Interest and Fiduciary Duties

The APESB in the present consultation assumesvibatbers must act i
the public interest in all financial planning engagents. In addition,
Section 3.2 of the consultation paper appearsasuyppose that all
Member-client relationship is of a fiduciary natamed therefore the
Member is required to act in the best interestsi®br her client.

| disagree with the above prepositions. Firstlynitst not be assumed th
every client engagement is of a fiduciary natug. é&xample, if a
Member had no previous professional relationshif wie client and the
Member was merely engaged to undertake an exeeotiynservice, this
relationship should not be deemed to be of a falyanature. Otherwise,
the Member would be professionally required to mexkguiries into the
client’s circumstances before acting on the insibas in order to satisfy
his ethical and legal obligations of being a fidugiof the client. This
may not be in the interests of the client as thenlbler may have to charg
for the enquiries and if the transaction is timeéhaf essence, any delays
may not achieve the client’s intended benefits Bubmitted that the
APESB carefully consider its position prior to eeng any further
statements or guidance on this issue.

Secondly, the notions of public interest and betstrest are very different

by its nature and cannot co-exist. Adoption of spichciples presents a
situation whereby Members will be in a positiorcohflict which cannot
be ethically addressed and/or not in the cliemisrests.

AUST100.1.1 of APES 110 describes public intersstlae collective

The requirement to act in the public interest for
' members is established by APES 110.

The Consultation paper did not presuppose that a
engagements are of fiduciary nature and was mor
athe nature of raising the issue for consultatioth an
debate. The Consultation paper also raised the isg
of different types of financial advisory service
engagements. These two issues are discussed fu
in the specific comments table.
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well-being of the community of people and instibui$ that the Members
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serve. The accountancy profession’s public consis@ients, credit
providers, governments, employers, employees, iokgshe business
and financial community, and others who rely ondbgectivity and
integrity of Members to assist in maintaining tidesly functioning of
commerce.” Effectively, this statement requiresNember, in the
provision of personal financial planning servidesconsider the effects
on external stakeholders prior to executing a @ratisn and/or making
recommendations for the client. Personal finangi@hning is a unique
professional relationship between the Member aactkient and is
fundamentally different to scenarios where the Mem$ required to
prepare financial statements (in accordance wehAtistralian
Accounting Standards) or undertake an audit engage(n accordance
with the Australian Auditing Standards). Usersinhcial statements or
audited financial statements, in particular, whexigoration is required
to publish annual financial statements, are memfettse public and
places substantial reliance on such documentbebetsituations,
Members’ professionalism in preparing financiatestaents and
undertaking audit engagements is important to Essisaintaining the
orderly functioning of commerce.

On the other hand, whilst APESB suggests that Mesnlvbo provide
financial planning services have an obligatiomicréase community
confidence in financial advice and financial maskéttis unfair to place
the onus on the Member to increase consumer corfédé’roduct
manufacturers and fund managers are one of the istajoeholders in the
financial planning industry by providing financiaoducts for sale, but
these stakeholders are not required to act, aent heing compliant with
the law, in the public interest or the client’s ti@serest. The difference i
ethical and professional duties places an unfaildluon Members.

As the recent Global Financial Crisis has shownw
examples such as Storm Financial and Opes prim
(and Westpoint) in Australia and numerous others
worldwide, the relevant parties involved in selling
these products, at the time they were selling the
products to the clients were probably in compliant
with the law. However, as the situation has becon
abundantly clear they have clearly not acted in the
best interest of the client and in certain instaritave
misled the investing public.

> That is why the public interest test needs to be
balanced with the client interest, as well as, pidé
conflicts that are created when financial advisees

nremunerated under remuneration structures thatec
self interest.

It is submitted that requiring Members to act ia thient’s best interest i
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different to acting in the public interest. Givdre tmyriad number of
products offered in the financial markets, bestrest would require the
Member to actively review alternative strategiesdpicts and classes of
products and provide an optimal solution to thentli It would be unfair
to the Member, particularly if he or she is legabgtricted to advise on
certain products or a class of products to prothaeclient with advice in
the client’s best interest. A literal reading oé tierm best interest meang
that Members cannot accept any financial plannimgagement because
they do not know or have the expertise to advisevany class of produc
that produces the best financial result for thentlilt is impossible for the
Member to conduct research on all solutions poartiving at an
optimal recommendation in the client’s favour.

In essence, in the context of a financial plan@ngagement, Members
should neither be subject to the APES 110 pubtar@st test nor the
client’s best interest test as they do not delikerintended result for
clients. A Member must act in the client’s interast place such interes
before that of the Member.

| note with interest that the Financial Planning@dation, as the
professional body for financial planners, has sgensiderable time and
global consultations on this very issue and arrized “client first”
position rather than “public interest” or “bestarast” for this very reasor
| encourage APESB to carefully consider this igster to issuing APES
335 and guidance on this dynamic area of profeasgmrvices.
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All members must comply with APES 110 by virtug
of being a member of one of the professional
accounting bodies.

APESB will consider this issue when developing tf
proposed standard.
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Deloitte

We believe that given the uncertainty caused bytheent financial
climate, it is important to boost public confidermeensuring that
expectations regarding the professional and ethmaduct of members i
the provision of financial advisory services araatordance with the

Introductory and supportive comment.




Constituents’ Submissions
Consultation Paper : APS 12

Respondent

Respondents’ Comments

APESB Staff Comments

public interest, transparent and well understood.

We believe it is equally important that the reqoiests of the proposed
APES 335 be consistent with other professionalethital standards and
not create additional or contradictory obligatibmsmembers to those in
existing laws and regulations.

We also urge the APESB to place particular emplasisnsuring that thg
terms to be used in the proposed APES 335, sufinascial advisory
services” and “client”, are clearly defined so ttree scope and
application of the standard is understood. For etejtAPS 12 defines a
‘client’” as an individual, firm, entity or organisation to which financial
advisory services are provided on a recurrent or an on demand basis'.
However, the “CP” does not make it clear whethergtoposed APES
335 will adopt the APS 12 definition.

A1%

Professional
Bodies

The joint accounting bodies believe that the oagprinciples
surrounding the development of APS 12 continueetthle basis for the
development of APES 335. APS 12 was developedavige a
framework for accountants operating in the finahadvisory services
sector. The provision of these services is beconmagasingly importan
to professional accountants and to their clientshduld be noted that thg
development of APS 12 was not to be limited to diglgnsed members ¢
the professional accounting bodies as set outriagoaph 1.3 “ APS 12
covers the professional aspects of financial adurc#ertaken by a
member, whether they are an AFS licensee or ageptative in the
provision of financial services under the Corpanagi Act (2001), or give
financial advice which is not subject to licensneguirements.”

The objective of APS 12 and what continues to leebtisis for the

Introductory and supportive comment.
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development of APES 335 is to provide guidanceassistance to
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accountants operating in the financial advisoryises sector. In
particular how to incorporate the requirementsheffinancial services
regulations into an accounting practice — and Hwegé requirements car
complement or supplement the standards that exigtrbfessional
accountants. The review and development of APESY38 take into
consideration that the financial services sectbighly regulated and is
constantly reviewed by government, ASIC, APRA, Aa@l other
associations — APES 335 must complement and hpvactical approach
rather than conflict with these regulations.

The accounting profession strongly supports thatstandard should
continue to be principal based rather than preesijin its approach.

Need to consider the existing regulations in the
development of the proposed standard.

Grant
Thornton

Grant Thornton Australia Limited (Grant Thorntoppaeciates the
opportunity to comment on the Accounting Profesai@nd Ethical
Standards Board’s (APESB) Consultation Paper: Rewvie
Miscellaneous Professional Statement APES 12: 1@tteof Financial
Advisory Service Standards.

Grant Thornton’s response reflects our positiowaslth and investment
advisers to our clients.

Grant Thornton supports the proposal of the APESBptdate APS 12
into APES 335 Financial Advisory Services. Our mrse to the
Questions raised in the Consultation Paper istathc

Introductory and supportive comment.

GLW
Analysis

Thank you for the opportunity to submit some comta@md suggestions
on the APS 12 Review. The following comments areena accordance

with the Consultation Questions listed in the latran to Comment.

Introductory comment.
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Saff Instructions:

« Comments of a “general” nature should be dealt fiish, followed by paragraph specific comments.
* Respondents’ comments must be copied verbatinthgdable.

« Comments should be dealt with_in paragraph gnoetrrespondent order.

* Use acronyms only for respondents. Update thelathtable with details of additional respondents.
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