
 

 

 

 
 
 
11 August 2017 
 
General Manager 
Retirement Income Policy Division 
The Treasury 
Langton Crescent 
Parkes  ACT  2600 
 

By email:  superannuation@treasury.gov.au 
 
Dear Treasury 
 

AFA Submission – Treasury Legislation Amendment (Improving Accountability and Member 
Outcomes in Superannuation) Bill 2017 

 
The Association of Financial Advisers Limited (AFA) has served the financial advice sector for 70 years.  
Our objective is to achieve Great Advice for More Australians and we do this through:  
 

• advocating for appropriate policy settings for financial advice  

• enforcing a Code of Ethical Conduct  

• investing in consumer-based research  

• developing professional development pathways for financial advisers  

• connecting key stakeholders within the financial advice community  

• educating consumers around the importance of financial advice  
 

The Board of the AFA is elected by the Membership and all Directors are required to be practicing 
financial advisers.  This ensures that the policy positions taken by the AFA are framed with practical, 
workable outcomes in mind, but are also aligned to achieving our vision of having the quality of 
relationships shared between advisers and their clients understood and valued throughout society.  
This will play a vital role in helping Australians reach their potential through building, managing and 
protecting wealth.  
 

Introduction 
 
The AFA supports measures to increase the standards of Corporate Governance in the 
superannuation sector.  We recognise the importance of transparency and providing members with 
appropriate powers with respect to their rights as a member of a superannuation fund.  We also 
support the measures to provide APRA with increased powers in a sensible and balanced manner.  
We note the proposal with respect to annual member meetings, which will be a significant change to 
the current operating model.  Whilst we recognise that this represents good corporate governance, it 
may also be the case that there is only limited attendance at these meeting, which will mean that 
there is a large cost for limited benefit.  It may be appropriate to have some of the factors that will 
drive the cost (such as mandatory responsible officer, auditor and actuary attendance) addressed in 
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the regulations rather than in the legislation.  This would make it easier to modify the requirements 
in the future, if the benefit to members is less than was expected. 
 

Annual MySuper Outcomes Assessment 
 
The AFA is supportive of the requirement for trustees to undertake a broader annual assessment of 
whether the financial interests of the members of their MySuper product are being promoted.  We 
note however the following points with respect to the specific requirements: 

• An assessment of the insurance strategy and whether the insurance fees are inappropriately 
eroding the retirement income of the beneficiaries is very dependent upon the personal 
circumstances of the individual members.  This is difficult to assess at an overall level, unless 
the insurance provider is noticeably uncompetitive.  The requirement for insurance will differ 
greatly between a person in their thirties with three children and a large mortgage versus an 
older single person with no mortgage.  Whilst trustees will have some insight into the basic 
demographic of their members, they are unlikely to have visibility of their personal 
circumstances.  It is noted that guidance on this exercise will be provided in the Regulations. 

• The requirement to compare the MySuper product with other MySuper products requires 
some clarification.  Are they expected to compare with similar products or can they choose 
to compare with products that they already know are uncompetitive? 

• What are Trustees required to do with the information on the comparison of their MySuper 
product with other MySuper products?  Is any disclosure proposed? 

 

Authority to Offer a MySuper Product 
 
The AFA is supportive of increased powers for APRA to refuse or cancel an authority to offer a 
MySuper product.  We note that primarily this involves a move from a position of “satisfied that 
likely to comply” to “no reason to believe that may fail to comply”.  It is the AFA’s view that there 
needs to be greater clarity about the circumstances under which these increased powers are to be 
used.  The examples provided in the draft Explanatory Memorandum relate specifically to charging 
exit or switching fees on a basis other than cost recovery.  It is unclear from the example whether 
this is of a material form, or more an issue of the basis for the calculation of costs. 
 
We believe that the MySuper trustee should have an ability to respond to an action proposed to be 
taken by APRA, where they have legitimate grounds to question the view that APRA have formed. 
 

Director Penalties 
 
The AFA is supportive of the additional penalty provisions proposed in the Bill.  We agree that the 
penalty regime should be consistent between the directors of trustees of superannuation funds and 
the directors of responsible entities of managed investment schemes.  We equally agree that these 
obligations should apply with respect to the additional obligations in relation to MySuper products. 
 

Approval to Own or Control an RSE Licensee 
 
The AFA is supportive of the introduction of powers requiring APRA to approve a change of control of 
an RSE licensee.  We make the following points: 

• We do not believe that the addition of this power would have avoided the collapse of Trio 
Capital as seems to have been implied in the Explanatory Memorandum. 

• We suspect that the rationale for this enhancement in powers should have been based upon 
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more than the prospect of reducing the potential for fraud. 

• We question the appropriateness of a 15% test of control applying to RSEs.  This might result 
in an unnecessary level of additional applications and work for both RSEs and APRA. 

• It is our view that the grounds for rejecting a change of control needs to be more clearly 
defined.  The examples that have been included in the Explanatory Memorandum are not 
compelling. 

• We do not believe that the failure of APRA to respond within the stipulated deadline should 
result in the application being rejected.  There should be an onus upon APRA to comply within 
the stipulated deadline. 

• We note the fact that a decision by APRA is reviewable, however the time that this takes might 
result in proceeding with a change of control event no longer being practical. 

 

APRA Direction Power 
 
The AFA is supportive of firm directions powers for APRA and an increased level of consistency 
between the powers that apply within the banking and insurance industries.   
 

Annual Members’ Meetings 
 
The AFA is broadly supportive of the idea of an Annual Members Meeting (AMM), provided this can 
be done in a cost effective manner and subject to sensible and pragmatic rules.  We are conscious 
that there are a number of different types of superannuation funds.  The AMM for a fund that has a 
very limited number of internally managed investment options will be very different from a fund that 
has hundreds of investment options that are provided by a large number of external fund managers.  
We are also conscious that a single RSE licensee that is responsible for multiple superannuation 
funds, might have a particularly challenging work load in running all these meetings.  The provisions 
for the operation of AMMs are very prescriptive and strict.  This will create a material risk for RSE 
licensees of breaching their obligations.  This will likely add to the cost of running AMMs, as it will be 
necessary to have legal advice and potentially legal representation at meetings. 
 
We support the position on electronic meetings, noting that many superannuation funds have 
members spread around the country and it would be unfair if they routinely held the AMM at the 
location of their head office and did not give other members the opportunity to attend. 
 
Our specific feedback on the proposal is as follows: 

• What does reasonable opportunity to ask questions mean?  Does this mean that they need to 
answer all questions?  What is a reasonable time limit for a meeting?  This will be important if 
RSE Licensees choose to run meetings back-to-back. 

• Presumably there should be a timeframe for issuing the minutes of AMM, however this does 
not seem to be the case. 

• We question whether it is essential that all Responsible Officers are present at the AMM, or 
whether a majority that has the capacity to cover all likely questions is more reasonable. 

• There is a need for clarity on what is a reasonable excuse for a responsible officer to not attend 
the AMM. 

• We believe that it is important for the AMM to address the insurance arrangements for 
members including any change to the insurance provider, the terms of the insurance cover 
and any material change in the cost of life insurance premiums. 
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Reporting Standards 
 
The AFA is supportive of this proposal with respect to reporting on fund expenditure, recognising the 
importance of members funds being spent appropriately and in a manner that is consistent with their 
interests.  We note that the powers include compelling third parties to provide information and we 
would therefore suggest that such a power be employed on a limited basis where material amounts 
are involved.  The Explanatory Memorandum makes no reference to how APRA might use such 
information.  In our view, it is important for there to be greater clarity on the purpose for the collection 
of such information. 
 

Concluding remarks 
 
The AFA welcomes the opportunity to contribute to this consultation.  Should Treasury require 
clarification of anything in this submission, then please contact us on 02 9267 4003. 
 
Yours faithfully, 
 
 
 
 
Philip Anderson 
General Manager Policy and Professionalism 
Association of Financial Advisers Ltd 
 


