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About Us 
The Sterling First Action Group initially began as a Facebook group, following the collapse of the Sterling 

Group of entities in May 2019. The group was originally intended to be a place where all victims of the Sterling 

Group collapse could exchange views, discuss how the collapse had impacted them, and to share information. 

The group is managed/administrated by a committee of volunteers who have been affected, be it directly or 

indirectly (i.e., family members acting on behalf of elderly parents). 

In the 3½ years since the collapse, the Sterling First Action Group has continued to support victims. This has 

included assistance with preparation of AFCA complaints and proof of debt lodgements with insolvency 

administrators; lobbying local, state, and federal MPs; submission of questions to be raised at the PJC on 

Corporations & Financial Services; submissions to the Senate Economics Legislation Committee (December 

2021 on the Financial Accountability Regime Bill 2021 [Provisions] and Financial Services Compensation 

Scheme of Last Resort Levy Bill 2021 [Provisions] and related bills; submissions to, and appearing as 

witnesses at, the Senate Inquiry into the Sterling Income Trust (November 2021); submissions to the Treasury 

(March 2021 on the Review of the Australian Financial Complaints Authority, August 2021 on the proposed 

Compensation Scheme of Last Resort), and raising awareness through the media. 

In preparation for previous submissions, we have conducted a variety of short online surveys of victims who 

suffered financial losses associated with the collapse of the Sterling Group. These survey were designed to 

show the amount invested by victims and highlight the impact of the proposed CSLR compensation cap of 

$150,000 per claimant. This data will be referenced throughout this submission, with a full copy of the survey 

results available in the Appendix.  

The majority of Sterling Group victims have lodged complaints with AFCA, either against Theta Asset 

Management Ltd (victims with investments in the Sterling Income Trust), or Libertas Financial Planning Pty Ltd 

(victims with investments in Sterling Corporate Services and the Silverlink Investment Company). 

Affiliations 

Over the past two years we have taken part in various campaigns by consumer advocacy group, CHOICE, 

calling on the Federal Government to establish the Compensation Scheme of Last Resort (CSLR) as a top 

priority. Since that time, we have been in regular contact and have contributed a variety of materials to their 

media campaigns. 

We have continued to work closely with Senator Louise Pratt, who has repeatedly raised concerns about the 

Sterling Group and its subsidiaries during Senate proceedings and had used her time to question ASIC in the 

PJC on Corporations & Financial Services on many occasions.  
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Our Response & Recommendations 
We thank the Senate Economics Legislation Committee for the opportunity to provide a submission to the 

Inquiry and give permission for our submission to be made public. In responding, we have elected to focus on 

key areas we believe the proposed financial services compensation scheme of last resort (CSLR) will most 

impact Sterling Group victims. As such, our submission will concentrate solely on the Financial Sector 

Reform Bill 2022. 

List of Recommendations 

RECOMMENDATION 1.1 

Scope of the CSLR to include managed investment schemes. CSLR scope to be clearly prescribed in 

primary legislation.  

RECOMMENDATION 1.2 

If the previous recommendation is not viable, eligible AFCA cases and unpaid determinations 

associated with managed investment schemes that arose between 1 November 2018 and before 

scheme establishment, to be funded as part of the one-off ‘accumulated unpaid determinations’ levy. 

RECOMMENDATION 2.1 

Align CSLR compensation limits with AFCA claim limits. Ensure prescribed CSLR compensation limits 

are indexed accordingly to increase and remain aligned with AFCA claim limits in the future. 

RECOMMENDATION 2.2 

If the previous recommendation is not viable, CSLR compensation limits to be set at 80% of the 

maximum AFCA claim limit (i.e., the maximum compensation to be paid is 80% of the current AFCA 

limit of $542,500 for direct financial loss). Ensure prescribed CSLR compensation limits are indexed 

accordingly to increase and remain aligned with AFCA claim limits in the future. 

RECOMMENDATION 2.3 

If the previous recommendation is not viable, CSLR compensation limits to be aligned with APRA 

Financial Claims Scheme limit of $250,000. 

RECOMMENDATION 3 

Scope of the CSLR to include disputes where misconduct is proven by AFCA investigation 

(irrespective of the financial product and/or service involved). 

RECOMMENDATION 4 

Current and prospective members of AFCA to provide a copy of their current PI insurance policy to be 

deemed eligible for an AFCA membership. 

Our recommendations have been consistent across all submissions associated with the proposed CSLR. We 

are still firmly of the opinion that the above recommendations are not only desirable, but essential if one of the 

aims of the legislation is to deliver equity to those who have been detrimentally affected by regulatory failure 

and the inadequacy of existing compensatory arrangements. 

The collapse has caused untold financial, emotional, and mental distress to all involved. Particularly galling is 

the fact that the CSLR had been held out as the solution to Sterling Group victims for over three years, only for 

their hopes to be dashed with the exclusion of managed investment schemes from the scope of the CSLR. We 

appreciate the fact that the Sterling Group situation is in many ways unique, and that the scope of the CSLR 

has to take into account very broad considerations as to what to include and what not to include. The point we 
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wish to emphasise is that if Sterling Group victims are excluded from the compensation scheme of last resort, 

where else can they go?  

The lack of recourse for the victims of the Sterling Group collapse was well documented by the Senate Inquiry 

into the Sterling Income Trust in 2021. It is important to highlight that the recommendations1 arising from the 

Inquiry also support the inclusion of managed investment schemes: 

Recommendation 1: The committee recommends that the Australian Government take all 

necessary action to support investors in the Sterling Group of companies, including those 

who invested in the Sterling Income Trust and Silverlink Preference Shares, being able to 

access the Compensation Scheme of Last Resort. 

Recommendation 4: The committee recommends that the Australian Government expand 

the scope of the Compensation Scheme of Last Resort to include managed investment 

schemes. 

The Senate Economics Legislation Committee Inquiry into the Financial Accountability Regime Bill 2021 

[Provisions], the Financial Services Compensation Scheme of Last Resort Levy Bill 2021 [Provisions] and 

related bills, also detailed concerns about the narrow scope of the Morrison government’s proposed CSLR 

legislation, with Labor Senators recommending the scope of the CSLR be expanded to include managed 

investment schemes.  

Pre-election commentary and representations around the proposed CSLR unfortunately now appears to have 

been entirely misleading, as the FSR Bill 2022 contains no significant improvements on the previous draft bill 

proposed by the former Morrison government. This is a stark contrast to the repeated statements by many ALP 

voices intimating that managed investment schemes would be included in the new and improved CSLR: 

Labor’s Stephen Jones said the scope of the CSLR was too narrow and said Labor would 

consider whether the $150,000 cap is “adequate” (Read, 2021). 

Labor has recommended Managed Investment Schemes (MISs) be included in the 

Compensation Scheme of Last Resort (CSLR) as it claims the current scope is too 

narrow and will lead to poor consumer outcomes…  …Labor senators Anthony Chisholm 

and Jess Walsh said consumers will be worse off if MISs are excluded from the scope of 

the scheme (Dastoor, 2022). 

Financial services minister Stephen Jones promised before the May federal election that 

a Labor government would review the proposed jurisdiction of the CSLR with a view to 

widening coverage to include managed investment schemes and funeral insurance 

(Lekakis, 2022). 

In June, Assistant Treasurer and Minster for Financial Services Stephen Jones told the 

Australian Financial Review that he wanted to pass “a broader version of the CSLR than 

that proposed by the Coalition” and that he was consulting about the best way to bring in 

additional sectors such as managed investment schemes (Banking Day, 2022). 

To say we are disappointed is an understatement. Victims of failed schemes, such as the Sterling Group 

collapse, are devastated and feel abandoned as the Government has torn away the only route to 

compensation that was touted as the "best fit” for the situation. However, it is not too late to remedy the issue. 

Let us not forget that the purpose of the CSLR is to stop people (such as the Sterling Group victims), from 

falling through the cracks, so it is essential the government does not create a system with cracks from the 

outset.2 

 
1 Sterling Income Trust Inquiry Report, para 3.84 and 3.87 
2 CHOICE, Joint Submission to Treasury, pg 5 

Financial Accountability Regime Bill 2022 [Provisions] and Financial Sector Reform Bill 2022 [Provisions] and Financial
Services Compensation Scheme of Last Resort Levy Bill 2022 [Provisions] and Financial Services Compensation Scheme of

Last Resort Levy (Collection) Bill 2022 [Provisions]
Submission 2



Financial Sector Reform Bill 2022 – Senate Economics Legislation Committee Inquiry 

Submission by Sterling First Action Group (October 2022) 

 5 

Eligibility for Compensation Payments 

The FSR Bill 2022 proposes that compensation under the CSLR will be limited to relevant AFCA 

determinations only, where the determination must relate to personal advice on financial products to retail 

clients, credit intermediation, securities dealing or credit provision. Our greatest concern is that managed 

investment schemes (MIS) are to be excluded from the scope of the CSLR. This directly contradicts the 

Ramsey Review recommendations3 and the Federal Government commitment to implement a CSLR consistent 

with the recommendations of the Royal Commission into Misconduct in the Banking, Superannuation and 

Financial Services Industry4. AFCA also support the inclusion of MIS in the CSLR, in particular the issue of 

fairness and potential for consumer confusion if specific financial services are excluded.  

Of note is AFCA’s comment on the importance of the CSLR covering MIS due to “the involvement of other 

financial firms or their subsidiaries in the funding, distribution or other arrangements with MIS” (Australian 

Financial Complaints Authority, 2020). This is of critical importance to Sterling Group victims, as the vast 

majority were not aware that they were investing in a MIS; they believed they were paying rent in advance into 

a secure trust account.  

It is recognised that existence of a CSLR may present a moral hazard where both the promoters of a MIS and 

investors in it may consider the existence of a safety net (i.e., the CSLR) will provide them with the incentive to 

indulge in more speculative behaviour than is prudent. However, we contend that this caveat should not apply 

to historical cases as they transpired prior to the existence of a CSLR, and hence there was no safety net that 

influenced the behaviour of the either scheme promoter or the investors.  

It is also important to note that Sterling Group investors relied on financial advice that was misleading and 

deceptive5 and were provided with defective product disclosure statements that contained misleading or 

deceptive information. As such, the issue of a moral hazard in this scenario is not applicable. Furthermore, the 

Ramsay Review determined the moral hazard concerns raised during consultation for the CSLR in 2019/2020 

could not be substantiated6.  

Should MIS be totally excluded from the scope of the CSLR, it would deliver a devastating injustice to the 

victims of the Sterling Group collapse who, for over 3 years now, have been repeatedly advised by Treasury, 

DMIRS (WA Consumer Protection), and ASIC to seek compensation through AFCA and then, when that 

proved inadequate, to wait for the introduction of the CSLR. More specifically from ASIC that “it is in the 

interests of investors in the Sterling Group of Companies to lodge and maintain their complaints with AFCA” 

(ASIC, 2020). Refer to Appendix 2 for a comprehensive timeline of referrals to lodge complaints with AFCA. 

Finally, we note that even if the scope of the CSLR is expanded at some future point in time, it will not provide 

a compensatory mechanism for all Sterling Group victims. Victims with investments in Sterling Corporate 

Services and the Silverlink Investment Company (associated with the authorised representative, Libertas 

Financial Planning Pty Ltd) are excluded from receiving an AFCA determination, which is the prerequisite for 

making a claim through the CSLR. This was pointed out by AFCA at the Senate Inquiry into the Sterling 

Income Trust7: 

…what we know at the moment is that most of the Theta matters relate to the SIT. 

Hypothetically—I'm not forming a view, by the way; I'm just saying hypothetically—if managed 

investment schemes are included in the scope of the CSLR, on the surface they [SIT 

investors] would be included in the compensation scheme of last resort. That's not the case 

though for the Libertas matters, because, as I mentioned, part of the compensation scheme of 

 
3 Ramsay Review Supplementary Final Report, para 4.59  
4 Government response to Royal Commission, pg 36 
5 AFCA Case Determinations 667682 and 655484 
6 Ramsay Review Supplementary Final Report, para 3.52 
7 Sterling Income Trust Inquiry Report, para 3.57 
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