1 May 2004
The Secretary

Parliamentary Joint Committee on Corporations and Financial Services

Room SG.64 

Parliament House 

CANBERRA  ACT  2600

Dear Chairman,

Supplementary Submission – 

Inquiry into the exposure draft bill, CLERP (Audit Reform & Disclosure) Bill, and relevant related matters

Please find attached an article by Pierpont that appeared in the Australian Financial Review Friday 5 March 2004.
http://www.pierpont.com.au/eco_Archives/default.cfm?behaviour=view_article&id=4136
This shows that Financial Reporting, Continuous Disclosure and Insolvency are linked.  If a listed company does not lodge its accounts on time then clearly there is an issue.  If there is an issue then clearly one may assume it is a funding issue, especially if no announcement is made.

 

Clearly if no announcement is made and then the issue is why isn't an announcement made under "the continuous disclosure regime" explaining the situation?  Reporting by both periodic and continuous is an integral part of informing the market.  Failure on the part of the directors not to inform the market is an abuse of the process.

A small fine is not worth the effort in pursuing the tardy individuals.  A step forward would be to have very substantial fines to show that reporting is a serious issue.  All efforts should be taken at the solvency stage instead of the insolvency stage when it is then too late.

The Parliamentary Joint Committee on Corporations and Financial Services Inquiry into CLERP (Corporate Law Economic Reform Programme) on Audit Reform and Corporate Disclosure no doubt has paid considerable attention to the relationship between “continuous disclosure” and “periodic reporting” as part of Corporate Disclosure and to the possible breaches that have occurred and possible remedies. 
The section relating to Infringement Notices will be important for policing future reporting breaches and one hopes that when the legislation is passed the transgressors will be dealt with in a speedy manner by the Australian Securities & Investments Commission “ASIC”.

This type of behaviour was never more evident as disclosed in the article “Movie making can make money shrink” by Pierpont in AFR 5 March 2004 highlighting the issue of listed companies being suspended for “failure to lodge accounts and reports on time”.
When companies do not lodge accounts on time the regulators must examine whether the directors have been in the situation previously.  This example can be highlighted by Pierpont of the Australian Financial Review. 

Pierpont pointed out that the Motion Picture Company of Australia Limited “MPC”, a company Chaired by Mr Michael Cambridge since December 2002, had been suspended by the ASX the last 2 reporting periods on 1 October 2003 and 1 March 2004 respectively for it’s “failure to lodge accounts and reports” on time.  
The Chairman of MPC was the Managing Director of Prudential Investment Company of Australia Limited “PIA” at the time of its suspension on 29 October 2001 following on from the late lodgement of its half-year accounts with ASIC on 21May 2001, over 2 months late.  If the present Listing Rules had been in place in 2001 then PIA would have been suspended twice that year, several weeks earlier on 2 October 2001 and 16 March 2001 respectively.
In effect based on today’s ASX Listing Rules Mr Cambridge would have been a party to a company being suspended on four occasions for not lodging accounts on time.  
ASIC has since issued a media release and includes the following parts and have noted MPC. 

04-103 Companies make changes following ASIC review

Tuesday 13 April 2004
ASIC also reviewed the financial reports of late lodging companies and, as a result of the exercise, ASIC has ordered that a further 27 companies may not use lower content prospectuses. Details of those 27 companies appear below.
ASIC's National Insolvency Coordination Unit is also reviewing three companies with a qualified audit report relating to the ability to continue as a going concern.
Companies that may not use a lower content prospectus (Section 713(6) of the Corporations Act) 

	30 June 2003 Full-year Financial Reports
	Expiry date

	Adex Holdings Limited 
	7 Jan 05

	Advanced Engine Components Limited 
	11 Dec 04

	Advantage Telecommunications Limited
	17 Mar 04

	Commsoft Group Limited 
	26 Nov 04

	Computronics Holdings Ltd 
	11 Mar 04

	Etick Limited
	22 Dec 04

	Fashion Intimates Limited 
	11 Dec 04

	FSA Group Limited 
	3 Mar 04

	Service Stream Ltd 
	30 Sept 04

	Green Pacific Energy Limited
	12 Jan 05

	IM Medical Ltd 
	3 Feb 05

	Intercard Wireless Limited 
	27 Jan 05

	Koala Corporation Australia Limited 
	7 Jan 05

	Motion Picture Company of Australia Limited 
	13 Jan 05

	Objectif Telecommunications Limited
	10 Mar 05

	OFT Limited 
	13 Jan 05

	Powerise Technology Limited 
	22 Dec 04

	Preston Resources Limited
	21 Jan 05

	Quadtel Limited 
	21 July 04

	Safe Effect Technologies Ltd 
	27 Jan 05

	Telemedia Networks International Limited 
	9 Mar 05

	Telezon Limited 
	9 Mar 05

	Verus Investments Limited 
	18 Feb 04

	Weboz Limited 
	16 Jan 05


Yours sincerely,

Rod Bennett
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