
































on a fee basis are likely to inform consumers through their

advertising that fee-based financial planning is an alternative

to commission-based financial planning. Consumers are therefore

likely to become aware of their options and to question their

accountant about his method of compensation. Businesses that

purchase products recommended by accountants are likely to be

aware of their options. Thus, consumers who prefer to deal with

an accountant who does not accept commissions will have the

opportunity to do so.

The Texas Board of Accountancy requires accountants to

disclose, when they recommend products or services, that they

accept commissions from third parties. 15 The state accountancy

board in Oklahoma and the National Association of State Boards of

Accountancy's proposed Model Cod~ take this approach as well. 16

This approach also affords consumers the opportunity to make an

informed choice between fee-based and commission-based financial

planning services.

15 Rules of Texas State Board of Accountancy, Code of
Ethics, S 501.14.

16 National Association of State Boards of Accountancy,
Model Code of Professional Conduct, Rule 103 (March 1989).
Competition also provides a significant disincentive for
exploitive behavior by accountants. Since accountants depend
heavily on client referrals as a method of obtaining new business
and on repeat business from existing clients, there are strong
incentives for them to make appropriate recommendations to their
clients. State licensing board discipline and potential law
suits by injured clients provide further incentives to make
appropriate recommendations.
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Accordingly, we believe that consumers would be better

served if accountants are permitted to use commissions in

connection with services provided to nonattest clients. If the

Committee believes mandatory disclosure is needed, it may want to

consider amending S.B. 1269 by adding an appropriate disclosure

requirement.

Conclusion

In summary, we believe that S.B. No. 1269 in its present

form would impose restrictions on competition among accountants

and on the dissemination to consumers of information about

accounting services that are likely to reduce consumers" ability

to obtain accounting services on terms they want, without

providing any countervailing benefits. The Committee may

therefore want to consider amending the bill so as to permit

accountants to pay referral fees, with appropriate disclosure,

and consumers to enjoy the benefits of using contingent fees and

appropriately disclosed commissions as methods of paYment for

accounting services.
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