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25 May 2004
The Secretary

Senate Economics Legislation Committee

Room SG.64

Parliament House

CANBERRA ACT 2600

E-mail: economics.sen@aph.gov.au
Dear Secretary,

Financial Services Reform Amendment Bill 2003 

The Association of Superannuation Funds of Australia Ltd. (ASFA) would like to make this submission on the Financial Services Reform Amendment Bill 2003.

ASFA has been seeking resolution of the many practical problems this Bill seeks to address.  For the most part, these changes address or move towards addressing our specific concerns.  These positive changes include: 

· clarification and changes to the obligations of a licensee to notify ASIC of breaches, including clarification of the definition of financial services law, creating a “significant” breach test and extending the notification period from 3 to 5 days (item 35, new subsections 912D(1) and 1(A));

· providing for regulations prescribing which documents must display the licensee’s ASFL Number (item 36, new subsection 912F(1)); 

· providing for regulations to be made that enable a PDS and FSG to be combined in a single document (item 46, new section 942DA); 

· general exemption and modification power to the regulator (item 51, new section 951C);

· relieve self-managed superannuation fund trustees from providing a PDS to a new member in certain circumstances where it is reasonable to believe the person has received and has access to the PDS information already (item 70, new subsections 1012D(2A) and (2B));

· relieve self-managed superannuation fund trustees from having to lodge a PDS “in use” (item 77, amendment to subsection 1015D(2));

· providing for regulations to be made that note the details of transaction required in periodic statements (item 88, substituted paragraph 1017D(5)(c)).

There are other FSR reforms, related to the FSR Amendment Bill 2003, that we wish to comment on as well.

Disclosure requirements for pensions 
In earlier batches of draft regulations, Treasury has proposed introduction of regulation 7.1.04E as well as amendments to regulations 7.9.04 and 7.9.64E, which would treat an election by a member of a superannuation fund to commence a pension as the issuing of a new interest.  This triggers the requirement to provide a PDS.   

ASFA have expressed concerns to Treasury over regulation 7.1.04E, particularly the impact this will have on defined benefit funds that offer pensions.  These funds will need to prepare additional disclosure material and implement new and unfamiliar procedures around PDS distribution and cooling-off.  Such requirements are totally inappropriate for defined benefit funds that may only pay a lifetime pension.

Providing consumers with adequate disclosure to assist them in making informed decisions is a key objective of FSR.   We recognise that there may be a need to provide information to a member that will assist them in their decision on how they intend to take their benefit and to provide them with information about on-going arrangements in income provision.  However, providing this information in a PDS may not be appropriate in all circumstances because the information required in the PDS is product-focussed and may not be directly relevant to the wider decision being made.  We strongly suggest consideration of alternative information requirements focussing on the important factors involved in taking a benefit, for instance whether there is an option to take the benefit as an income stream or lump sum.  In addition, cooling-off may be completely inappropriate in a defined benefit scheme that automatically provides a life pension with no other alternatives.

Recommendation.  ASFA recommends that the proposed regulations requiring further disclosure requirements for pensions be subject to detailed consultation between Treasury and the superannuation industry.

Itemisation of Transactions

As noted above, substituted paragraph 1017D(5)(c) enables regulations to be made on the details of transaction required in periodic statements.  

ASFA has previously expressed concerns to Treasury and ASIC that section 1017D and regulation 7.9.75 are confusing – particularly whether they require periodic statements to include details of individual transactions.  If such detail is the policy intent (effectively requiring periodic statements for superannuation funds to look like 

bank account statements once the superannuation fund transitions to the PDS regime), then ASFA has serious concerns as to whether the law supports this interpretation as well as concerns about the cost impact on funds and potential negative impact on consumer comprehension.  As such ASFA has sought changes to clarify the law, as well as reasonable concession regarding the timing of new requirements and permitting certain transactions to be summarised and grouped.

Recommendation.  ASFA recommends that regulations made under substituted paragraph 1017D(5) address issues of clarity, cost, practicality and consumer comprehension in the transaction requirements for periodic statements.

If you have any questions or comments on the items raised in this submission, please feel free to contact Dr Brad Pragnell, Principal Policy Adviser on 02 9264 9300.

Yours sincerely,

Philippa Smith

CEO

The Association of Superannuation Funds of Australia Limited ABN 29 002 786 290 ACN 002 786 290

ASFA Website: www.superannuation.asn.au

