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Amendmentsof theFirst CorporateLaw Simplification Bill 1995

Outline
Theprincipal amendmentto be madeto the Bill will specifymattersthat
the AustralianSecuritiesCommissionmust takeinto accountin deciding
whetherto exempta largeproprietarycompanyfrom havingits accounts
audited. The amendmentsalsomakeseveralminor technicalchangesto
the Bill.

Financial impact statement

2. The amendmentshaveno financial impactfor the Government,and
will reducethe cost of compliancewith the CorporationsLaw for somelarge
proprietarycompanies.
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Clause-by-clausecommentary

Amendment1

3. Amendment1 is atechnicalamendmentremovingclause7 from the First

CorporateLaw SimplificationBill 1995.

4. Clause7 of theBill currentlysubstitutesexistingsubsection2(2) the
CorporationsLegislationAmendmentAct1994 with anew provisionprovidingthat
Schedule6 to theCorporationsLegislationAmendmentAct 1994 commenceson the day
on whichthe First CorporateLaw SimplificationAct 1995receivestheRoyal Assent.
Schedule6 to theCorporationsLegislationAmendmentAct 1994 introducestheconcept
of ‘penaltyunits’ into theCorporationsLaw.

5. Subsection2(2) of theCorporationsLegislationAmendmentAct1994 currently
providesthatSchedule6 commencesimmediatelyafterall theotherprovisipnsof
the Act, andall the provisionsof theCorporateLawReformAct 1994,have
commenced.It is anticipatedthatthiswill occurshortly.

6. Clause7 wasincludedin theBill in anticipationof theFirst CorporateLaw
SimplificationBill 1995beingenactedandcommencingearlier thisyear.

7. However,as the relevantprovisionsof theFirst CorporateLaw Simplification
Bill 1995will nownot commenceuntil afterall the provisionsof theCorporateLaw
ReformAct1994andtheCorporationsLegislationAmendmentAct1994 (apartfrom
Schedule6) havecommenced,Schedule6 to the CorporationsLegislationAmendment
Act 1994 shouldnowcommencein accordancewith the existingsubsection2(2) of
theCorporationsLegislationAmendmentAct 1994.

Amendment2

8. This amendmentis consequentialto Amendment4, whichis discussedbelow.
It will removefrom theSmall BusinessGuideapassageindicatingthatlarge
proprietarycompaniesmusthavetheir accountsaudited. However,under
Amendment4 therequirementfor largeproprietarycompaniesto havetheir
accountsauditedwill not applyfor thecurrentfinancialyear. The amendmentis
necessaryto maintainthe accuracyof theSmall BusinessGuide. Theomissionis not
significantgiven theGuide’semphasison smallbusiness.

Amendment3

9. The CorporationsLaw, asamendedby theBill, will requirelargeproprietary
companiesto havetheir accountsaudited. UnderCorporationsLaw section313, the
AustralianSecuritiesCommission(ASC)mayrelievealargeproprietaryfrom the
requirementto haveits accountsauditedif havingtheaccountsauditedwould
imposeunreasonableburdenson thecompany.
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10. Proposedsubsections313(11A)and313(I1B), to beinsertedby Amendment3,
will providethatin decidingwhethertheaudit requirementsfor a largeproprietary
companywould imposean unreasonableburdenon thecompanytheASC is to have
regardto the mattersspecifiedin theamendment.

11. In assessingthe expectedbenefitsof havingalargeproprietarycompany

complywith theaudit requirementstheASC is to takeaccountof:

• the numberof creditorsandpotentialcreditors;and

• the positionof creditorsandpotentialcreditors(in particular,their ability to
independently obtain financial information about the company or
companies);and

• the natureandextentof the liabilitiesof the companyor companies.

Amendment4

12. Amendment4 relatesto thetiming of theapplicationof certainprovisionsof
the Bill.

13. Amendment4 will insertnewsection1409. Section296of the Corporations
Law, as amendedby theBill, will requirealargeproprietarycompanyto haveits
accountsaudited. Underproposedsection1409,largeproprietarycompaniesthat
wereexemptproprietarycompaniesimmediatelybeforethe commencementof the
sectionwill be requiredto havetheir accountsauditedfor thefirst financial yearfor
the companythatstartsafterthecommencementof thesection.Notwithstanding
the amendments,largeproprietarycompanieswill be requiredto lodgeunaudited
accountsfor thefirst financial yearthatendsafterthecommencementof proposed
section1409. Non-exemptproprietarycompaniesthatwill belargeproprietary
companieswill continueto berequiredto havetheir accountsaudited.

13. Amendment4 will alsoaddproposedsection1410. Underproposed
subsection335(1A),a proprietarycompanymustlodgewith theASC anannual
returnfor eachcalendaryearbefore31 Januaryin thenextcalendaryear. Proposed
section1410 ensuresthatproposedsubsection335(IA) will requirecompaniesto
lodgeanannualreturnfor thecalendaryearin which theBill commencesor
companiesareregistered.
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