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An Act to amend the law relating to financial
services and markets, and for other purposes

1 Short title [see Note 1]

This Act may be cited as the Financial Services Reform Act 2001.

2 Commencement [see Note 1]

)

)

©)

(4)

()

(6)

The following provisions:
(a) this section and section 1;
(b) Part 1 of Schedule 3;
commence:
(c) unless paragraph (d) applies—on the day on which this Act
receives the Royal Assent; or
(d) if that day is the day on which the Corporations Act 2001
commences or an earlier day—immediately after the
commencement of that Act.

Subject to subsections (3) to (6), the remaining provisions of this
Act commence on a day or days to be fixed by Proclamation.

A day fixed by a Proclamation under subsection (2) cannot be a
day before the day on which the Corporations Act 2001
commences.

If a day fixed by a Proclamation under subsection (2) is the same
day as the day on which the Corporations Act 2001 commences,
the provisions of this Act to which that Proclamation applies are
taken to commence immediately after the commencement of the
Corporations Act 2001.

The following provisions must commence on the same day:
() all the provisions of Schedule 1;
(b) all the provisions of Schedule 2.

If a provision of this Act to which subsection (2) applies does not
commence under that subsection within the period of 12 months
beginning on the day on which the Corporations Act 2001
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commences, it commences on the first day after the end of that
period.

3 Schedule(s)

Subject to section 2, each Act that is specified in a Schedule to this
Act is amended or repealed as set out in the applicable items in the
Schedule concerned, and any other item in a Schedule to this Act
has effect according to its terms.

Schedule 1—Financial Services and Markets
Part 1—Main amendments

Corporations Act 2001

1 Chapters 7 and 8
Repeal the Chapters, substitute:

Chapter 7—Financial services and markets

Part 7.1—Preliminary
Division 1—Object of Chapter and outline of Chapter

760A Object of Chapter

The main object of this Chapter is to promote:

(a) confident and informed decision making by consumers of
financial products and services while facilitating efficiency,
flexibility and innovation in the provision of those products
and services; and

(b) fairness, honesty and professionalism by those who provide
financial services; and

(c) fair, orderly and transparent markets for financial products;
and
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(d) the reduction of systemic risk and the provision of fair and

effective services by clearing and settlement facilities.

760B Outline of Chapter

An outline of this Chapter is set out in the table below.

Part-by-Part outline of Chapter 7

Part...  Covers...
7.1 definitions of key concepts and of commonly occurring expressions
7.2 licensing of financial markets
other matters relating to financial markets
3 7.3 licensing of clearing and settlement facilities
other matters relating to clearing and settlement facilities
4 7.4 limitation on ownership of certain licensees
individuals who are disqualified from being involved in certain
licensees
75 compensation regimes for financial markets
7.6 licensing of providers of financial services
other related matters (e.g. restrictions on use of terminology;
agreements with unlicensed persons relating to provision of
financial services)
7 7.7 disclosure requirements for financial services licensees and their
authorised representatives
disclosure requirements for certain people who are not required to
be licensed
8 7.8 other conduct requirements for financial services licensees (e.g.
dealing with client money and property; financial records,
statements and audit)
special provisions relating to insurance
9 7.9 financial product disclosure requirements

other requirements relating to issue and sale of financial products
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Part-by-Part outline of Chapter 7

Part...  Covers...
10 7.10 market misconduct and other prohibited conduct relating to
financial products and services
11 711 title to, and transfer of, certain securities and other financial
products
12 712 qualified privilege in certain situations

other miscellaneous matters
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Division 2—Definitions

761A Definitions

In this Chapter:

able to be traded, in relation to a market, includes (but is not
limited to) admitted to quotation on the market.

acquire, in relation to a financial product, has a meaning affected
by section 761E.

arrangement means, subject to section 761B, a contract,
agreement, understanding, scheme or other arrangement (as
existing from time to time):

(a) whether formal or informal, or partly formal and partly
informal; and

(b) whether written or oral, or partly written and partly oral; and

(c) whether or not enforceable, or intended to be enforceable, by
legal proceedings and whether or not based on legal or
equitable rights.

Australian CS facility licence means a licence under section 824B
that authorises a person to operate a clearing and settlement
facility.

Australian financial services licence means a licence under
section 913B that authorises a person who carries on a financial
services business to provide financial services.

Australian market licence means a licence under section 795B that
authorises a person to operate a financial market.

authorised representative of a financial services licensee means a
person authorised in accordance with section 916A or 916B to
provide a financial service or financial services on behalf of the
licensee.
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basic deposit product means a deposit product that is a facility in
relation to which the following conditions are satisfied:

(a) the terms applicable to the facility (the governing terms) do
not permit the amount from time to time standing to the
credit of the facility to be reduced otherwise than in
consequence of one or more of the following:

(i) awithdrawal, transfer or debit on the instruction of, or
by authority of, the depositor, not being on account of
entry fees, exit fees or charges for the management of
the funds (but this does not exclude charges for the
maintenance of the facility itself);

(if) a payment of charges or duties on deposits into, or
withdrawals from, the facility that are payable under a
law of the Commonwealth or of a State or Territory;

(iif) a payment that a law of the Commonwealth, or of a
State or Territory, requires to be made out of the
facility;

(iv) apayment that an order of a court requires to be made
out of the facility;

(v) the exercise of a right to combine accounts;

(vi) the correction of an error;

(vii) any other circumstances specified in regulations made
for the purposes of this subparagraph; and

(b) any return to be generated for the depositor on the amount
from time to time standing to the credit of the facility is an
amount that is set out in, or that is calculated by reference to
a rate or rates that are set out in, the governing terms; and

(c) either:

(i) there is no minimum period before which funds cannot
be withdrawn or transferred from the facility without a
reduction in the return generated for the depositor; or

(ii) if there is such a period, it expires on or before the end
of the period of 2 years starting on the day on which
funds were first deposited in the facility; and
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(d) funds are able to be withdrawn or transferred from the
facility on the instruction of, or by authority of, the depositor:

(i) without any prior notice to the ADI that makes the
facility available; or

(ii) if the ADI that makes the facility available is included
in a class of ADIs specified in regulations made for the
purposes of this subparagraph—subject to a prior notice
requirement that does not exceed the period specified in
those regulations in relation to that class of ADIs;

whether or not the withdrawal or transfer will attract a
reduction in the return generated for the depositor as
mentioned in subparagraph (c)(i); and

(e) any other conditions specified in regulations made for the
purposes of this paragraph.

binder means an authorisation given to a person by a financial
services licensee who is an insurer to do either or both of the
following:

(a) enter into contracts that are risk insurance products on behalf
of the insurer as insurer; or

(b) deal with and settle, on behalf of the insurer, claims relating
to risk insurance products against the insurer as insurer;

but does not include an au