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Public Hearings Commence in Canberra for Parliamentary Inquiry into Bankruptcy
The Chairman of the House of Representatives Standing Committee on Legal and Constitutional Affairs, Bronwyn Bishop, announced that public hearings will commence in Canberra for the Parliamentary Inquiry into proposed changes to bankruptcy laws.  

As part of its inquiry, the committee will be conducting public hearings at Parliament House in Canberra on Monday 5 and Tuesday 6 July 2004.  The Committee will be hearing from a range of bankruptcy stakeholders and industry groups.   

“This inquiry will allow the committee to look at whether the draft Bankruptcy Legislation Amendment (Anti-Avoidance and Other Measures) Bill 2004 will prevent high income earners from using bankruptcy to avoid debts that they can afford to pay” Mrs Bishop said.

“The changes in the draft Bill are based on recommendations in the Joint Taskforce Report on the Use of Bankruptcy and Family Law Schemes to Avoid Payment of Tax – an

inter-agency report proposing changes to bankruptcy, family and tax laws to crack down on

high-income tax avoiders”.
Mrs Bishop said that submissions received by the Committee indicate that, while most people support its policy objectives, the draft Bill goes too far.  The proposals are variously described as a ‘knee-jerk reaction’ and a ‘disproportionate response’ to the identified problem.  Typical comments include:
“The (draft Bill) makes no mention of tax avoidance and has the effect of being retrospective legislation that attacks the related assets of every person who becomes bankrupt for whatever reason”;
“These proposals have the potential to remove the generally accepted benefits of limited liability and the generally accepted principle that one should not put family assets at risk in business”;
“(The changes will mean that) professionals and business people who take risks are likely to reduce their exposure to risk and this will have a direct impact on people wanting to go into business and employ people”; and
“(The proposals) will provide an aggressive litigant a loaded gun to threaten people as they see fit”.
“We will be hearing from a wide range of people including the ATO, the Law Council, CPA Australia, the AMA, the Australian Bankers’ Association and AFCCRA- a body representing financial counsellors, to name a few” Mrs Bishop said.

The committee has been asked to examine whether the draft Bill addresses the problems identified in the Taskforce Report, namely, abuse of bankruptcy laws by high income earners, uncertainty surrounding the interaction between bankruptcy and family law, the inadequacy of the income contributions scheme, and the use of financial agreements to defeat creditors’ claims.

The Bill was released as an exposure draft and referred to the Committee by the Attorney-General on 14 May 2004 for inquiry and report by 16 July 2004.
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Note: Attached is a program for the two-day hearings.
Parliamentary Inquiry into Bankruptcy
House of Representatives Standing Committee on 

Legal & Constitutional Affairs Hearing timetable:

Monday 5 July 2004 Parliament House Committee Room 2R1
9.00: 
Australian Taxation Office

9.45: 
Certified Practising Accountants (CPA) Australia

10.30:

 Institute of Chartered Accountants Australia (ICAA)

11.15: 

Insolvency Practitioners Association of Australia (IPAA)

2.00:

Professions Australia

2.45:

Pitcher Partners

3.30:

Australian Medical Association
4.15

Australian Bankers’ Association
Tuesday 6 July 2004 Parliament House Committee Room 2R1
9.00:

Insolvency and Trustee Service Australia/ Attorney-General’s Department

9.45:
Australian Financial Counselling and Credit Reform Association (AFCCRA)

10.30:
Council of Small Business Organisations of Australia (COSBOA)
11.15:

Cleary Hoare Solicitors

2.00:

Australian Institute of Company Directors

2.45:

Law Council of Australia

3.30:

Master Builders Australia

Background papers are available at our website. www.aph.gov.au/house/committee/laca


