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About IOOF 
IOOF Holdings Limited (IFL) is an ASX 200 listed company and Australia’s largest specialist 
and vertically integrated independent wealth manager. The IOOF Advice Division (Division) 
supports a number of dealer group AFSLs including: 
 

 Bridges Financial Services 
 Wealth Managers 
 Executive Wealth Management Financial Services 
 SMF Wealth Management, and 
 Consultum Financial Advisers 

 
The Division also provides services to a number of small to medium sized independent 
licensees who choose to maintain their own AFSL. 
 
Collectively, the Division supports over 400 Authorised Representatives (excluding the 
independent licensees) operating from over 100 offices nationally.  
 
 

Support for FoFA objectives 
In the context of having an appropriately robust regulatory framework that protects 
consumers and ensures there is transparency and accountability for the fees they pay and 
services they receive, the Division, its associated licensees and authorized representatives 
unremittingly support the objectives of FoFA.  The Division has been operating at best 
practice standards for many years.  Collectively, all stakeholders in our business support the 
reforms relating to the removal of commissions on investments, the affirmation of the ‘best 
interests’ duty and the ban on asset-based fees on geared portfolios. 
 
However, we believe a pragmatic approach is needed to ensure the initiatives required 
actually achieve the policy objectives of the Government. The key to this, in our view, is to 
deliver policy and legislation outcomes that avoid unnecessary complexity, are balanced and 
do not discriminate against industry participants and their clients who already operate at 
industry best practice in terms of ongoing advice and engagement with clients on a fee for 
service basis.  
 
We feel some components of the current proposals do not align with these outcomes and we 
offer input in relation to the following issues for PJC consideration: 
 

1. Conflicted Remuneration and banning of commissions 
2. Risk Insurance Inside Superannuation 
3. Renewal (Opt-in) and Disclosure Statements 
4. Best Interests Duty 
5. Professional Development Exemption 
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Conflicted Remuneration and banning of commissions 
 
We support the general principles regarding conflicted remuneration and the banning of 
commissions with reference to financial product advice or investments held by individuals 
other than insurance and stockbroking, to licensees and their representatives.  
 
However, the current focus on the individual adviser does create a system that is over-
complicated and unwieldy, particularly in relation to grandfathering arrangements. Whilst we 
acknowledge this is a positive compromise in response to legitimate concerns and feedback 
from the industry it does create unintended consequences and additional complexity for all 
participants in the industry – advisers, licensees, platform operators and fund managers. 
 
We submit that it would be far simpler and much more effective to refocus 
requirements at the licensee level to achieve this objective. By prescribing in 
legislation/regulations the extent of commission income a licensee is permitted to receipt on 
behalf of it’s Authorised Representatives (excluding category exemptions proposed for risk 
insurance, general insurance etc) stepping down over a period of time to nil, there would be 
far more flexibility for the industry to meet the transition and challenge while removing 
complexities and costs associated with grandfathering.  For example, the Government could 
prescribe that at the end of Year 1, a licensee must have no more than 75% of its total 
income received from its authorized representatives derived from commission income; Year 
2 - 50%; Year 3 – 25% and nil derived from commission income by the end of Year 4.  
 
Under this approach, a licensee would have the latitude to decide how best to achieve these 
targets over a sensible period of time. Where a licensee envisages it would fall short of the 
prescribed targets it would be proactive in either speeding up it’s transition support or be 
required to assist one or more of its authorised representatives to migrate to a licensee that 
was compliant and had capacity to support and accommodate the appropriate transition.   
 
This would reduce the risk of losing qualified and experienced advisers and much needed 
service capacity from the industry whilst creating an equitable consumer outcome within      
4 years irrespective of when they first sought or engaged in the advice process. Additionally 
platform operators, fund managers and other product providers would be relieved of the 
onerous system changes required to track grandfathered and non-grandfathered 
commission arrangements.  Most importantly it would result in a completely commission free 
advice industry at the end of this short period. 
 
A licensee’s compliance with the prescribed commission income levels can be easily 
administered and monitored by ASIC.  This is likely to be a much more onerous process for 
the regulator under the current proposal. 
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Risk Insurance Inside Superannuation 
 
We applaud the Government’s change in their initial stance to ban commissions on all risk 
insurance.  However, the concessions given do not go far enough to achieving the 
Government’s objectives under FoFA.  The Government’s decision to ban commissions on 
group life policies within super and for members of default superannuation funds appears to 
be premised on the notion that the insured persons within these groups obtain insurance 
without the benefit of financial advice pertaining to such insurance. 
 
In practice, most administration platforms and medium to large licensees will have 
negotiated beneficial group life rates with an insurance provider in order to obtain economies 
of scale price benefits for the clients.  These group life insurance arrangements within 
administration platforms transcend both Superannuation and non Superannuation accounts.   
 
We submit that it is inequitable to permit charging of commissions on individual life 
risk policies within super while disallowing it for group life risk policies, even though 
the clients in both instances have obtained advice in relation to their insurance 
requirements.  Equally it is inequitable between clients within the superannuation and non 
superannuation environments where a financial adviser is managing clients’ investments 
holistically.  We would further submit that it should be acceptable for level commission 
to be payable to financial advisers on group life policies as this in fact eliminates 
perceived conflicts. 
 
Banning commissions on any group/type of risk insurance in super so that commissions on 
risk insurance policies will have to be paid by Australians from their after-tax income outside 
superannuation can have some devastating consequences: 
 

1. It will reduce available cash-flow for ordinary Australian families who would have 
otherwise benefited from commission amounts being paid from their superannuation 
fund with taxation benefits attached to those payments. 

2. It creates distortions by treating insurance inside super differently to insurance 
outside super.  

3. A vast majority of the population settle for the default insurance cover provided within 
their default super fund and are, consequently, under-insured. Those that do seek 
advice obtain appropriate levels of cover most typically through group life insurance 
arrangements.  The ability to pay commissions from inside super rather than having 
to pay from after-tax salary is a primary reason for those who do accept to be 
advised on risk insurance. The removal of risk insurance commissions inside super 
will exacerbate the existing under insurance situation in Australia. 

4. Fee for service with adviser-driven insurance presents practical challenges. Imagine 
a situation where an adviser must do significant work, and so charge the client at the 
time a claim is lodged following the death or injury of the client’s partner.  

 
We reiterate our view that the banning of commissions on risk insurance, whether inside or 
outside super, is not only unnecessary but counter-productive to what the Government is 
seeking to achieve. 
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Renewal (Opt-in) and Disclosure Statements 
 
While we support the principle that the charging of advice fees must be transparent and 
equitable, the proposed opt-in arrangement fails to deliver and adds no value to the FoFA 
objectives for advised clients. Existing clients have the capacity to opt-out at any time – a 
practice that occurs within our businesses and the advice industry generally already.  
 
In customer-centric businesses where clients are receiving appropriate service and 
disclosure, the opt-in requirements would add an unnecessary layer of administration and 
costs. Clients are already advised of fees and charges at various points/stages of the advice 
process. For example, advised clients would typically receive a copy of a Financial Services 
Guide, Terms of Engagement, Statement of Advice, Authority to Proceed and product 
statements as a minimum.  
 
The proposed opt-in provisions are also onerous for customer-centric businesses because: 
 

 Not all client meetings will be face to face – the proposals acknowledge that client 
interaction could also be via the internet or phone 

 It is very unlikely that there will be a 100% response rate to opt-in notices. Having to 
chase up clients who have failed to respond as well as the practicality of issuing a 
notice at different times of the year (each client’s anniversary date will be unique) will 
add to the costs of financial planning businesses.  

 
These costs associated with the proposed opt-in process will impact negatively on the 
provision of advice, more so in smaller suburban and regional practices. 
 
We submit that any client who has received advice within the proposed opt-in period 
of 2 years should be exempt from the opt-in provisions as they would be considered 
to be ‘engaged’ clients.  Evidence of this is already prescribed under the Corporations Act 
for advice documents to be retained on a client file which in turn would form part of existing 
audit and breach notice obligations of the Licensee to ASIC. For ‘passive’ or unadvised 
clients who have not received advice within a two year period, as evidenced by information 
on the client file, an opt-in notice would be required. Given the regulatory requirement to 
issue a renewal notice, it is noted that a number of recordable forms are to be allowed which 
again adds significant complexity and administrative burden of licensees and advisers 
generally with compliance. 
 
The annual disclosure statement requirement is administratively inflexible to achieve in an 
efficient way. This is particularly a challenge where information has to be reconciled and 
collated for clients who have diversified investment portfolios and more then one 
administration solution.  Clearly this will lead to a more rapid consolidation on a per client 
basis to one solution in order to comply with the requirements.  It is not clear to us that this 
was the intent.  
 
Given clients are provided fee disclosure through their statements already, this is clearly 
unnecessary duplication.  Two examples are attached for your reference. 
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Best Interests Duty 
 
We agree and support the requirement to act in the best interests of the client when 
providing personal advice to a retail client. This duty has been evident in the principles of 
common law and has been a cornerstone of quality business practices for many years.  
 
We submit that there is a need for greater clarity on the reasonable steps required as 
this will have potential implications for Professional Indemnity policies and 
acceptable risk management.  In particular: 
 

 the practical implementation of each step 
 how compliance with the steps is to be recorded and verified, and  
 compatibility with other Government initiatives, for example, the need to produce 

more concise Statements of Advice.  
 
In our view, the best interests duty is the central piece of the Future of Financial Advice 
reforms. Once clearly enunciated and monitored it obviates the need for some of the other 
proposals such as the issue of Renewal (Opt-in) Notices and Disclosure Notice.  
 
 
 

Professional Development Exemption  
 
There are two key components within the proposals relating to Professional Development. 
We agree and support the majority time requirement, where 75 percent of the time is spent 
on professional development, as this has been our practice for many years. However, we 
disagree with a blanket ban on overseas professional development events under the 
domestic requirement restriction and we offer a fair and reasonable alternative. 
 
We do not permit overseas conferences for our Authorised Representatives 
arranged by product issuers as a reward for selected participants.  Nor do we undertake 
Professional Development programs at conference destinations where there is a significant 
increased cost to Licensees and/or Authorised Representatives versus those available 
domestically. We would regard conferences held in “exotic” locations as well as conferences 
with minimal CPD content to potentially contain elements of ‘conflicted remuneration’ with 
respect to non-monetary benefits. 
 
We feel that the financial services industry, particularly Licensees captured under the Bill, 
have been unfairly targeted with respect to the proposed domestic restriction on professional 
development as compared to other service industries which have similar obligations (e.g. 
Accountants, Lawyers & Doctors). The professional development needs of Licensees and 
their Authorised Representatives should be encouraged, not the target of artificial 
constraints with no real consumer benefits.  
 
The proposed domestic restriction will have a similar but unintended effect as a restrictive 
trade practice under the Competition and Consumer Act 2010.  
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We submit that the domestic requirement restriction be expanded to include 
destinations in the Asia-Pacific region. This is relevant within the context of closer 
economic ties with Asia in the form of the most recent ASEAN Free Trade Agreement 
negotiations covering all sectors including goods, services and investment and intellectual 
property. Given this provides a platform for securing further liberalisation of trade and 
investment in the future and growing Australia’s trade and investment relationships in the 
region, the proposed domestic restriction requirement in its current form goes against the 
Government’s policy position.  
 
There are many Asia-Pacific destinations resourced for the conference market where the 
travel and conferencing costs are significantly less than in Australia, particularly when taking 
current exchange rate differentials into account.  Furthermore, the assumption that all 
Licensees or even a majority of the industry engage in inappropriate conference programs, 
simply because they are held offshore is simply incorrect. 
 
Larger licensees will have in many cases existing planning and commitments to Professional 
Development arrangements at least 18-24 months in advance.  These events are significant 
logistical exercises.  The practicalities and potentially significant liabilities larger Licensees 
face if forced to withdraw from contractual obligations or change their existing plans need to 
be considered.  We therefore submit that any new restrictions with respect to location 
include a minimum 2 year transition period. 
 
 

Conclusion 
 
A reform package that is based on the three pillars of banning commissions (other  
than on risk insurance and stockbroking), enhanced ASIC powers and the best interests 
duty would offer a balanced and effective approach to achieve the objectives the 
Government set out to achieve. Any more than this would upset the equilibrium between 
enhanced client outcomes and manageable costs of advice. 

 






































	Submission to PJC.pdf
	About IOOF
	Support for FoFA objectives

	Appendix to PJC Submission

