CLERP 9: Overview
Over the past five years, the Federal Government has embarked on a comprehensive program of corporate law reform, known as the Corporate Law Economic Reform Program (CLERP).

· Better disclosure - a measured approach 

· Timing 

· What does the Bill cover? 

Corporate Law Economic Reform Program (Audit Reform & Corporate Disclosure) Bill on 4 December 2003.

The Bill proposes a number of reforms to the Corporations Act 2001 (C’wealth) and is based on the reform proposals contained in the CLERP 9 Discussion Paper: Corporate Disclosure - Strengthening the financial reporting framework which was released by the Government in September 2002.

The Bill also contains a number of reforms flowing from the Federal Government’s September response to the recommendations contained in the Report of the HIH Royal Commission released in April 2003.

Better disclosure – a measured approach
Generally, the approach of the Government and the ASX is based on disclosure rather than prescriptive rules. 

However mandated requirements exist in respect of:

· the Bill's new CEO/CFO sign-off to directors (though not as broad as that in the Best Practice Recommendations); and 

· Audit Committee requirements under the Listing Rules for listed entities in the S & P All Ordinaries Index. 

The CLERP 9 discussion paper and Bill represent the Government's proposed legislative approach to the reform agenda for corporate governance which has included other significant initiatives, such as:

· the Ramsay Report on the independence of Australian company auditors; 

· developments in the US with changes to the New York Stock Exchange Listing Rules and the enactment of the Sarbanes-Oxley Act; 

· developments in the UK with the release of the Higgs Report on non-executive directors, the Smith Report on the audit function and proposed changes to the Combined Code; 

· the ASX's Listing Rule amendments on Enhanced Disclosure and corporate governance; and 

· the establishment of the ASX Corporate Governance Council and the release by the Council of its Principles of Good Corporate Governance and Best Practice Recommendations in March 2003. 

Timing

The Treasurer introduced the Bill into Parliament on 4 December 2003. It is anticipated that the Bill will be debated in Parliament in early 2004 and, if passed, will come into force in July 2004. 

What does the Bill cover?

The Bill contains a number of important reforms in the following areas:

· continuous disclosure – changes to continuous disclosure offence provisions including the controversial power given to ASIC to issue infringement notices for breaches; 

· changes to financial reporting and audit including the CEO/CFO sign-off, Management Discussion & Analysis (MD&A) disclosure in the Annual Report, audit function, audit oversight and auditor independence; 

· licensing obligations for financial services licensees to manage conflicts of interest and address analysts independence; 

· amendments to the fundraising provisions in Chapters 6D and 7 of the Act; 

· executive remuneration – the introduction of a non-binding vote on remuneration reports and expanded executive remuneration disclosure; and 

· shareholder participation.
