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Dear Mr Kelly, 

Financial Accountability Regime Proposals Paper  

In brief: 
 
AIST endorses the principles of accountability, responsibility, and transparency which underpin 
the proposed Financial Accountability Regime (FAR) and we support the inclusion of the 
superannuation sector in its scope.  
 
The proposed FAR includes subject matter which is covered in existing regulation, is being 
drafted or is under review. We appeal of consistency of definitions and sequencing of 
implementation to allow orderly drafting and implementation.  
 

 

The Australian Institute of Superannuation Trustees (AIST) welcomes the opportunity to respond 

to the Financial Accountability Regime proposal paper. 

APRA has indicated that accountability maps and statements are of most benefit for large and 

more complex institutions and we support this. In addition, we have a number of members, that 

will likely be categorised as ‘core compliance entities (less than $10 bn in assets), that share the 

view that the requirement to develop and maintain accountability maps and statements is 

valuable. The maps and statements provide an evidence base for remuneration decision-making 

and enhance transparency for both the fund and the accountable person. They also provide a 

baseline for performance evaluation. While the regime will require significant work for all funds, 

as long as the phase-in period is reasonable – i.e. not before 1 July 2021 – it should be workable. 

It is clearly a priority to make FAR principle based so that it can be applied to the expanded set of 

diverse financial institutions. In this regard, our submission includes suggestions about making 

individual penalty regimes proportionate to the level of remuneration.  
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The FAR has important interlinkages with other regulations which are either being drafted or are 

under review. It is imperative that there is as strong as possible consistency in definitions and 

requirements across regulations. This includes, for example, consistency in definitions for 

‘significant or substantial subsidiary’, ‘materiality’ and ‘reasonable steps’. The implementation of 

overlapping regulations must be sequenced to ensure that the requirements are workable with 

other regulation (including CPS511). Consistency in the requirements under the regulations is 

highly desirable.  It is also important to consider potential changes to the Australian Financial 

Services licences (ASFL) system regarding trustee services so that duplication or confusion with 

FAR is avoided or minimised. 

In addition to these general observations, this submission provides feedback on the following 

topics: 

1. Changed scope from BEAR to FAR  

2. Accountability for outsourcing 

3. New accountability obligation 5 for accountable persons 

4. End-to-end product and subsidiary responsibility 

5. Indicative list of responsibilities 

6. Penalties for individuals should be proportionate 

7. Mergers and acquisition transition arrangements: guidance required 

8. Implementation timing 

1. Changed scope from BEAR to FAR is welcome  

AIST welcomes the changes in FAR compared to the Bank Executive Accountability Regime (BEAR) 

that have been made to reduce complexity and administrative burden. Were the regime to have 

been in effect in FY2019, about half of AIST’s RSE licensee members would have been categorised 

as ‘core’ and half categorised as ‘enhanced’ compliance entities. The exception from submitting 

accountability maps and statements will lower the compliance costs for ‘core’ entities.  

Changes to the notification timeline, namely that enhanced compliance entities will be required 

to inform the regulator of changes to accountability maps or statements within 30 days of the 

change occurring (instead of 15 days) is also welcome. 

2. Accountability for outsourcing: greater clarity required  

Outsourcing activities are extensive in the sector and profit to member funds require clarity and 

consistency in regulatory standards regarding accountability for outsourcing. At the FAR 

Roundtable in Melbourne on 6 February, it was clarified that the same approach will be adopted 

in FAR as in the APRA Outsourcing Prudential Standard CPS 231. We ask that this be confirmed in 

the FAR documentation. 
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3. New accountability obligation 5 for accountable persons: a suggested alternative wording 

AIST agrees that it is critical that every accountable person (AP) take steps to ensure the entity 

complies with all aspects of its licensing obligations, however, the proposed penalties for APs for 

breaching this could be overly punitive. As currently drafted, there is no materiality threshold for 

this and yet the penalties for a breach of this part of the FAR legislation would be significant.  

For example, if there is a breach of a licensing obligation which is not in itself significant, and the 

AP has not taken reasonable steps to prevent this, they are at risk of being disqualified as an AP 

and potentially liable for a financial penalty of up to $1.05m.  

Greater clarity is required in the wording of obligation 5. AIST recommends the following 

potential alternative: “Accountable persons will be obliged to take reasonable steps to ensure 

that the entity prevents significant breaches of complies with its licencing obligations”.  

4. End-to-end product responsibility: not workable for single point accountability  

RSE licensees are not structured with single point accountability for full product management 

lifecycle. There is overlap between the ‘particular responsibilities’ for superannuation. An 

example is end-to-end product management, dispute resolution, remediation and service 

provision.  

AIST welcomes the recognition made at the 6 February 2020 Treasury FAR Roundtable in 

Melbourne that APRA is comfortable with the concept that there are accountabilities across the 

product value chain and that RSE licensees cannot be expected to have single point of 

accountability for product lines. Similarly, there are functions which do not lend themselves to 

single point accountability. For example, a chief risk officer for an RSE licensee cannot be 

accountable for both risk management and controls. The FAR documentation must be drafted to 

formally recognise this.  

5. Indicative list of responsibilities: scope and clarity are problematic 

The ‘particular responsibilities’ guidance should be drafted such that they will be mutually 

exclusive and allow for businesses to be structured in a range of ways.  

Notwithstanding recognition of the diversity of the institutions which will be required to meet 

FAR, there is a need for clearer guidance and consideration of the scope regarding the list of 

indicative responsibilities.  

Regarding clarity, it is ambiguous what is meant by some of the terminology. For example, for 

RSE licensees, it is unclear if ‘operations’ means ‘member operations’ and if ‘investment’ means 

‘investment operations’ or other aspects of investment as well.  
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The indicative list of accountabilities will likely require more granular engagement with funds in 

order to make this workable.   

6. Penalties for individuals should be proportionate 

AIST understands and appreciates that the intention in FAR is to have a more graduated approach 

to penalties for individuals who breach their obligations. The risk of disqualification is a high 

penalty and a significant deterrent. Since a deferred remuneration ‘stick’ is not applicable for 

entities which offer only fixed remuneration, the introduction of civil penalties has merit.  

However, the high maximum financial penalties for individuals proposed are not proportionate to 

an individual’s remuneration. In the profit-to-member superannuation sector where many 

positions do not attract a high salary (or in the case where many trustee directors do not receive 

any remuneration), the penalties may have an adverse effect of deterring capable trustees or 

executives from taking up positions. For very high earning executives in the financial services 

sector this may not be a deterrent.  

It must be recognised that there are already officers and directors’ duties in place which have 

weighty responsibilities. The combination of these responsibilities, the planned penalties and the 

proposal that entities will be prohibited from indemnifying or paying the cost of insuring 

accountable persons against the consequences of breaching the FAR are likely to have the 

undesirable effects of increasing the quantum of remuneration to compensate for the increased 

level of responsibilities and potential liability. This will undermine the competitive neutrality of 

the ‘market for executives and directors’ such that entities which have to abide by the FAR and 

APRA regulation will be less able to attract them.   

A possible solution to this would be to make maximum individual penalties proportionate to an 

individual’s remuneration.  

7. Mergers and acquisition transition arrangements: guidance required 

There is no mention in the Treasury Paper of transition arrangements during merger and 

acquisition periods and this is a time of elevated risk on account of the amount of change that is 

occurring. It is recommended that the FAR documentation address this issue.  

8. Implementation timing 

Assuming FAR legislation is passed in 2020 and guidance material becomes available before 

calendar year end, the earliest reasonable implementation date for the FAR for the 

superannuation sector would be 1 July 2021 (with the intent that frameworks will change from 

this day onward). Strong as possible alignment in these timeframes with other interlinked 

regulations would be highly desirable. 
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For further information regarding our submission, please contact Holly Lindsay, Senior Manager, 

Governance at hlindsay@aist.asn.au or Mel Birks, Head of Advocacy at mbirks@aist.asn.au. 

Yours sincerely, 

 
 
Eva Scheerlinck 
Chief Executive Officer 
 
 

The Australian Institute of Superannuation Trustees is a national not-for-profit organisation whose 

membership consists of the trustee directors and staff of industry, corporate and public-sector funds. 

As the principal advocate and peak representative body for the profit-to-members superannuation sector, 

AIST plays a key role in policy development and is a leading provider of research. 

AIST provides professional training and support for trustees and fund staff to help them meet the challenges 

of managing superannuation funds and advancing the interests of their fund members.  Each year, AIST 

hosts the Conference of Major Superannuation Funds (CMSF), in addition to numerous other industry 

conferences and events. 
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