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MESSAGE FROM THE CEO

Judith Fox, CEO

One of the roles that the
Association can play is

to facilitate sector-wide
collaboration. SIAA works

to address the ‘pain points’
experienced by our members.
While we recognise that
collating member views on
regulatory reform and being
the voice of our members

is the most visible aspect of
our role, there are significant
other areas where we support

the industry and profession.

Improving gender balance

Last year SIAA brought together the
CEOs and heads of private wealth and
advice of our member firms to look at
how the industry can make progress
on improving gender balance in our
sector. There is a strong commitment
to work collegiately and collectively
as an industry to make the shift from
a male-dominated environment to
one that is inclusive. For the industry to

be sustainable, it needs to attract and
retain women and the CEOs are clear
that a rising tide lifts all boats when
dealing with this challenge.

Our CEO forum has formed two
working groups: one looking at the
career lifecycle of a female adviser to
share information on changes that firms
can make that can assist to attract and
retain women in the role of adviser;
and the second to look at the brand/
profile of the industry as a whole, with
an emphasis on how we can shift the
Wolf of Wall St perception that hinders
a positive view of the sector and which
does not reflect the changing nature of
the industry or profession.

SIAA is now working with a brand
agency and heads of member firms to
develop a brand statement to clearly
define the industry’s core purpose
and values to assist in attracting more
women to the investment adviser role.
In turn, changing the profile of the
industry and the adviser role will not
only attract more women but a broader
cohort of future employees generally.
Importantly, the purpose story will be
authentic and aspirational (but steeped
in truth).

Share sale fraud

An important issue we have been
working on with our members is the
prevention of fraudulent share sales.
Our members are focused on ensuring
protection for clients when they engage
in the transfer and sale of shares, as
attempted criminal activity seeks to

¢«

penetrate all areas of the financial
services sector.

In partnership with ASX we reached
out to all stakeholders to develop an
industry-wide approach to this issue as
it is clear that no one firm on its own
can shut down this criminal activity. We
have since held a number of round-
tables with all stakeholders, ASIC and
AUSTRAC to progress this collective
approach.

Efforts at prevention and mitigation
are challenged because of the restric-
tions on sharing personal information
to ensure compliance with privacy
laws. In the context of share sale fraud,
these restrictions protect the fraudsters,
which was not the intent of the law. We
continue to work with regulators and
policy makers on this issue.

Input to regulatory reform

Our multiple submissions that are
developed with member input and
available on our website are a testa-
ment to the joint work with members
on regulatory reform. Our work with
the Joint Association Working Group
on a range of issues is also where we
liaise with the broader financial advice
ecosystem to provide a unified voice.

When faced with issues that are
non-competitive but faced by all
members, facilitating sector-wide col-
laboration provides an uplift for the
whole industry and profession. This
is when the work of the Association
exemplifies the adage that a rising tide
lifts all boats.

There is a strong commitment to work collegiately

and collectively as an industry to make the shift from a

male-dominated environment to one that is inclusive.

August 2025
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COMMITTEE NEWS — AUGUST 2025

Upcoming meetings of the Stockbrokers and Investment Advisers Association — Committees, Working

Groups and Advisory Panels:

Compliance Committee, Thursday 7 August 2025
Chair: Melissa Nolan MSIAA, Ord Minnett

Profession Committee, Wednesday 13 August 2025
Chair: Andrew Fleming MSIAA, Morgans Tynans Partners

Audit Committee, Thursday 14 August 2025
Chair: Benjamin Harrington-Lowe MeSIAA, FNZ Securities

Diversity, Equity & Inclusion Committee, Monday 18 August 2025
Chair: Michelle Inns MSIAA, LGT Crestone

Investment Advisers Committee, Thursday 21 August 2025
Chair: Frank Hegerty OLY MeSIAA, Ord Minnett

Board Meeting, Thursday 28 August 2025
Chair: Hamish Dee MeSIAA, Morgans Financial

Derivatives Committee, 2 September 2025
Chair: Te Okeroa MSIAA, AUSIEX

ACTING FOR YOU

SIAA exists to represent our members and work in their interests. Below are the key issues we are currently

working on:
v’ Financial Adviser education standards v' Inquiry into wholesale investor and wholesale
V' Delivering Better Financial Outcomes reforms clieQiEER
V' Impact of the Compensation Scheme of Last Resort Y Share fraud risks
V' Australia’s evolving capital markets v' Competition in clearing and settlement
V" ASIC Industry Funding Model Y s\gtif\mriﬁlj;’ozfercﬁoml ogaBiERnd
V' ASIC consultation on publication of breach v Review of eliaibili ; ; N
reporting and IDR data e . gibility requirements tor registration
¥ Market Infegriy Rules V' The Tax Agent Code of Professional Conduct.
v’ ASX CHESS Replacement Project
v" ASX Mfund wind down
v' Considerations for accelerating cash equities
settlement in Australia to T+1
v’ Cboe's proposed new listings framework

v" ASX Service Release 15

p. 4  SIAA Monthly



POLICY & REGULATORY ISSUES

Share Sale Fraud: ASIC updates Information

Sheet

ASIC has updated Information Sheet
237 (Protecting against share sale
fraud) to include information about
how licensees can reduce share sale
fraud risks.

The updated Information Sheet
includes observations on share sale
fraud methods by bad actors and better
practices for licensee prevention and
detection.

The updates reflect findings from a
recent ASIC-led industry review into
licensees’ client onboarding and veri-
fication practices, in addition to their
share sale fraud detection practices.

Better practices for fraud prevention
and detection for licensees include:
= beingalertto possible use of stock

images, fakes, forgeries, and inde-

pendently verifying their authentic-
ity when onboarding new clients,
= monitoring trading behaviour and

conducting additional due dili-

gence where trading is unusual

for a client, a client makes large

withdrawal requests or newly

opened accounts are observed,
and

* conducting further due diligence
when clients add or request
changes to personal information
such as postal/email addresses
and bank accounts, including,
where possible, checking that bank
accounts are held in the client’s
name.

ASIC recommends investors take the

following precautions:

*  Review share portfolios regularly,
regardless of whether they are

issuer-sponsored holdings regis-
tered with share registries or held
in share trading accounts with
stockbrokers, so they are quicker
to detect unauthorised activity.

* Be on the lookout for suspicious
activity when it comes to their share
registry, share trading and bank
accounts.

= Use passphrases rather than simple
passwords for online accounts.

= Turn on multi-factor authentication
— ifit's available - as this can add
an extra layer of security to protect
their identity.

* Lock their letterbox to prevent mail
theft and check it frequently.
SIAA and its members have been

engaging broadly with ASX, registries,
investor representatives and regula-
tors to address the issue of share sale
fraud and ASIC is supportive of SIAA’s
continued action and co-ordinated
response.

ASIC relief under the reportable

regime

ASIC consulted on further relief for
licensees under the reportable situa-
tions regime to which SIAA provided
member feedback on 11 March 2025.

ASIC has now issued its relief which
has been slightly amended from the
relief originally proposed.

The new relief exempts industry from
reporting certain breaches of the mis-
leading and deceptive conduct provi-
sions and certain contraventions of
civil penalties.

If:
= the breach has been rectified within

60 (previously proposed as 30)

days from when it first occurred

(this includes paying any necessary
remediation), and

* the number of impacted consumers
does not exceed 10 (previously
proposed as 5), and

*  the total financial loss or damage
to all impacted consumers resulting
from the breach does not exceed
$1000 (previously proposed as
$500) (including where the loss
has been remediated),
it is not deemed reportable to ASIC.
Additionally, the breach must not

be a contravention of the client money

reporting rules and clearing and settle-

ment rules.

situations

The relief also clarifies that a report
is taken to be lodged with ASIC if a
licensee has submitted a breach report
to APRA that contains all the information
APRA has requested.

ASIC states that any further substan-
tial changes to the regime is a matter
for government.

The relief is not expected to make
much change to SIAA’s members’
reporting obligations.

The link to the ASIC announcement
of the relief is here.

August 2025
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POLICY & REGULATORY ISSUES

RBA consults on important guidance for

participants

The RBA is consulting on draft guidance
on when and how it would generally
expect to use the resolution powers that
it has been granted relating to clearing
and seftlement facilities.

In 2024 the Corporations Act was
amended to provide the RBA with cri-
sis resolution powers that enable it to
manage or respond to a threat posed
to the continuity of critical clearing and
settlement facility services or the stabil-
ity of the financial system in Australia
arising in relation to such a service.
Currently, ASX is the only provider of
clearing and settlement facilities.

The RBA has developed guidance
to provide information and transpar-
ency about when and how it would
generally expect to use these resolution
powers. It aims to assist ASX, other
market operators, participants and
other stakeholders (such as registries
and investors) to understand the RBA's
general approach to resolution and the
potential impacts on them if the RBA
decides to use a resolution power.

How is clearing and
settlement regulated in
Australia?

Clearing and settlement is critical to the
functioning of the financial system in
Australia. ASX clearing and settlement
facilities are co-regulated by ASIC and
the RBA who work closely together in
their supervision roles.

ASIC has primary responsibility
for licensing clearing and settlement
facilities and for ensuring that these
services are provided in a fair and
effective way and investors dealing in
financial products and users of clearing
and seftlement facilities are protected.

The RBA has regulatory responsibili-
ties in relation to financial system sta-
bility. It has powers to set and enforce
Financial Stability Standards and
promote the stability of the Australian
financial system. The RBA supervises
ASX clearing and settlement with the

p. 6  SIAA Monthly
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Clearing and settlement is
critical to the functioning

of the financial system in

Australia.

goal of ensuring that the facilities are
operated in a way that is consistent with
financial stability and, where possible,
reduces systemic risk.

Why does the RBA need
resolution powers?

The disorderly failure of ASX clearing
and settlement would cause significant
disruption to Australian financial mar-
kets and result in substantial operational
and financial impacts for market partici-
pants. These impacts may have flow-on
consequences for the functioning of the
broader financial system.

This is why the Corporations Act has
been amended to provide ASIC and
the RBA with powers to resolve threats
arising from ASX clearing and settle-
ment that threaten Australia’s financial
system or the continuity of clearing and
settlement.

The crisis resolution powers are
broad, strong and flexible and allow
the RBA to:
= give directions to a clearing and

setlement facility,
* appoint a statutory manager,
*  exercise transfer powers.

RBA’s draft guidance

The RBA draft guidance sets out the
broad stages of any resolution process
and its key considerations for each
stage. It also contains the following
key principles for the use of its powers:
* The use of resolution powers is

expected to be an option of last

resort and a relatively rare event.
Clearing and settlement facilities
are designed to be resilient and
have arrangements to ensure they
can cope with a wide range of
stress events, including the default
of one or more clearing partici-
pants or an operational event such
as a cyber-attack.

*  RBA must maintain flexibility in the
use of resolution powers. In a crisis
the RBA may need to act quickly
and most likely in an environment
of great uncertainty.

= The RBA will generally seek to
respect the rules and procedures of
the clearing and settlement facility,
including its own arrangements to
manage and recover from a crisis.

» If external funding is needed, pri-
vate sources will be the preferred
option. Dedicated government
funding has been established to
support clearing and settlement
facility resolution. However, the
RBA will generally only consider
requesting this funding if it is nec-
essary to achieve the resolution
objective and it is not feasible to
obtain funding from other sources.

= The RBA will seek to communicate
in an open and timely way. This
includes communications with
the market, participants and the
broader public, to the extent that
this is consistent with the resolution
objective.

*  Resolution is expected to be done
in consultation with the other mem-
bers of the Council of Financial
Regulators (ASIC, APRA and
Treasury). In particular, the RBA
expects to work closely with ASIC
throughout any crisis.

The RBA is seeking views from inter-
ested parties on the draft guidance
before it is published. Feedback to the
RBA consultation is due by 11 August
2025.

A link to the draft guidance is here.


https://www.rba.gov.au/media-releases/2025/mr-25-15.html

POLICY & REGULATORY ISSUES

ASX proposes changes to managing liquidity

requirements

ASX Clear is consulting on proposed
changes to ASX Clearing Operating
Rules Guidance Note 13: Managing
Liquidity Requirements.

The proposed changes set out a
more comprehensive set of require-
ments for ASX Clear participants and
include:
= A new section on contingency

planning for the liquidity impact

of low probability events, includ-
ing CHESS batch settlement being
rescheduled.

* An extension of the carve-out eli-
gibility from Guidance Note 13
requirements to apply to partici-
pants that are part of prudentially
supervised banking groups in G-10
countries.

= Changes to the requirements relat-
ing fo management reporting and
operational processes.

What is behind these
proposed changes?

Since the introduction of Guidance

Note 13 in 2016, ASX Clear has

reviewed the liquidity management
arrangements of a large number of
participants against the requirements
set outin the Guidance Note. As part of
these reviews, participants were asked
to provide specific information on their
liquidity management arrangements,
which was then reviewed and assessed
by ASX Clear. As part of the feedback
provided by ASX Clear during the
liquidity reviews, a number of partici-
pants were asked to explicitly consider
Offsetting Transaction Arrangements
and recovery assessments as part of
their liquidity planning. ASX Clear also
held discussions with a number of par-
ticipants to understand the impacts on

their liquidity from the CHESS batch
settlement failure of December 2024.

A number of proposed updates to
the Guidance Note are based on the
learnings from these liquidity reviews,
namely the requirement for partici-
pants to take into account the impact
of low probability events such as re-
scheduling of CHESS batch settlement,
Offsetting Transaction Arrangements
and recovery assessments as part of
their liquidity planning. The require-
ment proposed is that participants must
have considered these low probability
events and ensure they have plans in
place to manage them if they occur.
ASX Clear states that it is not requiring
participants to maintain pre-arranged
liquidity resources for such events.

ASX has asked for feedback to
its consultation to be provided by
13 August 2025.

A link to the consultation paper
is here.

ASIC Industry Funding Levy

ASIC has announced that its total esti-
mated recoverable costs for FY25 are
$349.3 million — a 6% increase from
last year’s costs.

The estimated industry funding levy
for licensees that provide personal
advice to retail clients on relevant finan-
cial products is $1,500 plus $2,314
per adviser — a slight decrease from
the previous year's levy of $2,691 per
adviser.

The final levies will be published in
December 2025 and invoiced between
January and March 2026.

TPB — new
Code Guidance

The new TPB Code obligations came
into effect on 1 July 2025 for firms with
less than 100 employees. The TPB has
expanded its guidance materials and
developed ‘bite sized’ factsheets to
further explain the 8 new Code items.
These can be accessed from the TPB
website at tpb.gov.au/factsheets.

MEMBERS CAN VIEW SUBMISSIONS HERE

August 2025
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https://www.asx.com.au/content/dam/asx/about/regulations/public-consultations/2025/proposed-changes-asxcl-gn13-consultation-paper.pdf
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ASX SMIDcaps
Conference

24 September 2025

Are you a financial adviser looking to gain insights into small and mid-cap ASX
listed companies?

Hear live from 27 of the most promising ASX-listed small and mid-cap companies
as they present their vision, strategy and investment proposition and gain CPD points
in the process.

Why attend?

* Receive CPD points if you are an accredited financial adviser.

 Hear firsthand from a range of small-mid cap companies about their vision
and strateqy.

* Network with listed company senior executives, ASX staff and financial advisers.

Event details

Wednesday 24th September 2025
8:45am - 5:45pm

:.p:-..-’- ‘i,l ‘E—I -
ASX Auditorium, — AS)
18 Bridge Street, Sydney or online Register today!




identity
theft

shouldbe
front of

mind:forall
brokers

By Gabby Hart, SEGC General Counsel & Company Secretary

Cybersecurity and identity theft are issues that are front of mind of all organisations in every sector, perhaps

none more so than in financial services. There has recently been an increase in the amount of share sale fraud
owing to identity theft and ASIC has updated its guidance to AFSL holders and issued warnings to industry

and consumers.

A link to the media release and
Information Sheet 237 is below.

ASIC media release

ASIC Info Sheet 237

Identity theft may happen in a number
of ways that the industry is still unpack-
ing. It may be as simple as stealing
people’s mail from their mailboxes and
using that information for fraudulent
purposes. Coupled with identity infor-
mation on the dark web following a
number of large scale hacks, fraudsters
have been increasing their activity in
share sale fraud.

At Securities Exchanges Guarantee
Corporation Ltd (SEGC) we have seen
claims on the National Guarantee
Fund (NGF), arising out of just these
circumstances. Criminals have stolen

information from holders of shares
and used it to open an account with a
broker and sell those shares.

The ASIC guidance seeks to avoid
this situation and asks that investors
follow the recommendations in the
media release. Beyond that, SEGC
also draws your attention to your, or
another participant’s potential liability
under Corporations Regulations 2001
(Cth) (Regulations) 7.11.29 to 7.11.32
as discussed below.

Where to send clients or
affected parties for help

As well as other avenues such as ASIC,
the police and AFCA, you can also
direct your clients or other non-client
parties affected by identity theft to
SEGC at segc@segc.com.au or on 02
8216 0231. Itis possible that, in the cir-
cumstances discussed below, they may

have a claim on the NGF and/or that
we can help them obtain compensation
from a party with liability.

Participants’ potential
liability

Warranties and indemnities in the Reg-
ulations make it likely that participants
on an exchange such as those oper-
ated by ASX Ltd or Cboe Australia Pty
Ltd will potentially be liable to the real
shareholder if they transfer their shares
based on instructions from a fraudster,
notwithstanding that they may have fol-
lowed industry practice and may have
been defrauded themselves.

If you operate on these markets,
you should be aware of the warranties
and indemnities in Regulations 7.11.29
to 7.11.32 and what they mean for your
business. Reg 7.11.29 applies if the
transfer document for a proper ASTC

August 2025
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https://www.asic.gov.au/about-asic/news-centre/find-a-media-release/2025-releases/25-107mr-asic-warns-industry-and-consumers-of-share-sale-fraud/?utm_medium=email&utm_campaign=ASIC%20warns%20industry%20and%20consumers%20of%20share%20sale%20fraud&utm_content=ASIC%20warns%20industry%20and%20consumers%20of%20share%20sale%20fraud+CID_471eb15534129980cd8a40eb9547a756&utm_source=CampaignMonitor&utm_term=View%20the%20full%20media%20release
https://www.asic.gov.au/regulatory-resources/markets/report-suspicious-activity/protecting-against-share-sale-fraud/
mailto:SEGC%20at%20segc%40segc.com.au?subject=

transfer of a share includes the partici-
pants ID code (PID) as the PID of the
participant effecting the transfer. The
participant is taken to have warranted
that the transferor was legally entitled
or authorised fo transfer the shares and
that the participant was authorised
by the transferor to effect the transfer.
Reg 7.11.32 provides that where the
participant was not authorised by the
transferor to transfer the shares, the
participant is liable to indemnify a
range of other parties, including the
transferor.

One-off transactions involving is-
suer sponsored shares are a particular
risk as there is not necessarily an ongo-
ing relationship with the client but this
is not the only risk. Identity documents
can be forged or otherwise not belong
to the person opening or operating the
account.

The fact that a participant has
themselves been defrauded, and
others may also be at fault, will not
necessarily protect them from liability

¢«

Warranties and indemnities in the Regulations make it

likely that participants on an exchange such as those
operated by ASX Ltd or Cboe Australia Pty Ltd will
potentially be liable to the real shareholder if they transfer

their shares based on instructions from a fraudster,

notwithstanding that they may have followed industry
practice and may have been defrauded themselves.

to the actual holder of the shares as is
set out in the Regulations.

It is possible that a claim may
also be made on the NGF in these
circumstances by the real holder of
the shares. Claims may be made on
the NGF where there has been an
unauthorised transfer of securities (and
in other circumstances set out in the
Regulations). However, if a claim is
allowable, where SEGC pays a claim
from the NGF, SEGC, as trustee of the
NGF, has a right of subrogation, ie a
right to stand in the shoes of the claim-

ant and recover from the participant (if
applicable). Therefore, in practice an
allowable claim on the NGF would
likely only be paid if the participant
was insolvent and otherwise SEGC
would see its primary role as facilitat-
ing a settlement between the parties.

If you would like to discuss the contents
of this article please contact me at
segc@segc.com.au.

Note: The content of this article does not
constitute legal advice and is for information
purposes only. If these matters apply to

you or your business you should seek

your own independent legal advice.

Fidelity Active ETFs

A-Smarter way. tc
poWer pOrtfoIio""s"j_

Bocked by 50+ years’ investment experlence |
our active ETFs put our,400+ investment professwnofs
global expertise and active management

at your fingertips.

Make your smart investiient dedision even smarter.

F. fldellty

INTERNATIONAL

-+ objectives, financial si
s_gpsure Stqtement (RBS)ifolthe'Fund before mdk gig
| can.be obtaified’ l]fbyucontactmg Fidelity on 1800 1
(Augttalia) Limite BN 33 148 059 009. @ 2025 FIL Re
ccmimonly kno '

51’? e, e % TR 3 .- B : v i

get Market Détermlnohon for the
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CPD EVENTS

Stay on top of your CPD with these SIAA-accredited CPD events.

e

Webinars are FREE for Practitioner members and Affiliates and employees of Principal members.

The $3m super threshold: Tax calculations and
investment considerations

Wednesday 13 August from 1.00 to 2.00pm AEST

The new tax on super balances over $3m changes how
super is taxed, focusing on account movement is a
significant change to our understanding of tax and super.

Kym Bailey from JBWere will explain the calculation and its
implications for asset allocation.

KYM BAILEY
JBWere

Professional Standards CPD: Tax (financial) advice 0.5 |
Client care and practice 0.5
ASIC Knowledge Area: Generic knowledge 1.0

Introduction to stockbrokiAgNMOEKShop
Thursday 9 October from 11.00am to 1.15pm AEDT

This workshop outlines stockbrokers’ vital role in retail

and institutional markets, covering operations like order
taking, transactions, and settlement. Gain insights into the
different systems involved and allow for a discussion of the

different business models in stockbroking today.
RUSSELL MCKIMM
Professional Standards CPD: Regulatory compliance

and consumer protection 1.0 | Technical competence
0.5 | Professionalism and ethics 0.5
ASIC Knowledge Area: Generic knowledge 2.0

US tech and Al
Wednesday 27 August from 1.00 to 2.00pm AEST

Thematic investing is popular but tricky. David Tuckwell,
Chief Investment Officer from ETF Shares will explore
risks and rewards, with Al as a case study, and consider

whether sectors or the Magnificent 7 offer a more effective

approach. DAVID TUCKWELL
ETF Shares
Professional Standards CPD: Technical competence 1.0
ASIC Knowledge Area: Generic knowledge 1.0
ETFs in focus: Trends, trading and traps to avoid
Wednesday 10 September from 1.00 to 2.00pm AEST
Explore the latest ETF trends drawn from JPMorgan’s new
Guide to ETFs. Stefania Vivarini will also examine ETF -
trading best practice, common pitfalls, and how to avoid 't
T

costly mistakes—providing insights for both new and

|

STEFANIA VIVARINI
JP Morgan Asset
Management

experienced professionals.

Professional Standards CPD: Technical competence 1.0
ASIC Knowledge Area: Generic knowledge 1.0

Women advisers and networking for commercial
success — MEMBERS ONLY

Wednesday 8 October from 5.00 to 7.00pm AEST
Morris House, 120 Exhibition Street, Melbourne

SPONSORED BY (\ pramium
A

Business networking can open doors for female advisers, yet many shy
away from it. By attending you will learn how building networks builds
trust, visibility, and ultimately, career opportunities. Networking drinks
will follow the presentation.

Professional Standards CPD: Client care and practice 1.0
ASIC Knowledge Area: Generic knowledge 1.0

A day in the life of a trade workshop
Tuesday 21 October from 11.00 to 12.30pm AEDT

Ideal for experienced and auxiliary staff in legal, IT, HR, and ]7 ey
related roles, this workshop explores the trade lifecycle.

Gain insights into client onboarding, share and derivative

trade processes, settlement, sponsorship/HINS, CHESS f

messaging, and registries.

ROB TALEVSKI
Professional Standards CPD: Regulatory compliance webul
and consumer protection 0.75 | Technical competence 0.75

ASIC Knowledge Area: Generic knowledge 1.5

Market manipulation and other prohibited conduct
workshop

Thursday 23 October from 10.00 to 12.30pm AEDT

Focused on prohibiting artificial price creation in financial
products, this workshop benefits all seeking market
understanding and obligation consequences. Tailored for

financial professionals, it covers obligations, self-protection,
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Procrastination
IS opportunity’s

assassin

By Helen Mason, Portfolio Manager, Schroders

AT1 capital securities (bank hybrids)
have become a mainstay of retail
investors’ portfolios due to their attrac-
tive returns, franking tax benefits and
perceived safety. This retail demand
has in turn helped maintain low yields
and favourable funding conditions for
Australian banks.

Despite their popularity with retail
investors, bank hybrids are compli-
cated products that were originally
established to manage liquidity and
contagion shortcomings revealed by
the Global Financial Crisis. This mis-
match between the security complexity
and large-scale retail investor adoption
has ultimately culminated in a decision
by the Australian Prudential Regulation
Authority (APRA) to phase out bank
hybrids by 2032. Because of that, most
outstanding securities will be called in
less than 5 years.

This article will discuss the reasons
behind the phase-out, how the phase
out will unfold, and why now is the time
for retail investors to reallocate their
bank hybrid exposure to Australian
high yielding credit.

Why did APRA decide to
phase out bank hybrids?

Given hybrid securities in Australia
are largely held by retail investors,
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APRA has been concerned about the
ability of the domestically systemically
important banks to effectively utilise the
conversion and/or write-off provisions
to stabilise the capital base in a crisis.
As such, the rationale behind APRA’s
decision to remove AT1 from the bank
capital structure includes improving
capital strength and simplifying the
capital structure.

Implications for investors

As at the time of publication, there is
approximately A$43bn in major bank
retail bank hybrids outstanding. The
chart below shows that over a quarter
(27%) of the outstanding securities will

be called in less than two years and
over three quarters (76%) will be called
in under five years.

Domestic retail investors hold an
estimated 30% of the available bank
hybrid securities in Australia. While it's
commonly known that these securities
will no longer be available post their
call dates, with the final call date being
2032, investors should be considering
their current position in hybrids now,
rather than deferring until the call dates.

Diminishing liquidity
* As a bond nears its redemption

date, most of its price risk due to
interest rate fluctuations diminishes,
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“Capital is the cornerstone of the banking system’s

ability to withstand financial stress. While Australia’s

banks are unquestionably strong, overseas experience

has shown AT1 doesn’t operate as intended during a

crisis due to the complexity of using it, the potential for

legal challenges and the risk of causing contagion.”"

making it less attractive to traders
seeking to profit from price move-
ments. As such, traders have signifi-
cantly reduced interest in trading
these securities.

*  The pool of potential buyers shrinks.
Many retail and institutional inves-
tors and funds, particularly those
with minimum maturity require-
ments, may no longer be interested,
as the soon-to-mature bond may
not fit their portfolio objectives.

= With only a small number of
coupon payments remaining, the
incentive for investors to buy and
hold is reduced, resulting in lower
trading volumes and wider bid-
offer spreads. As a result, market
participants may find it more dif-
ficultto buy or sell the bond without
affecting its price. In simple terms
the bond becomes more expensive
to trade.

Potential for capital losses

As many of the remaining retail AT1
bank hybrids are trading above par,
investors holding bank hybrids at a
premium (i.e. above par) may face
a loss, as the call price or par value
is lower than the market price they
paid or are currently holding at. We
already know that any future coupon
payments expected from holding these
bonds to maturity will not materialise
past their call date as it has already
been determined by APRA that these
securities will be called. This scenario
can lead fo a negative return compared
with holding a non-callable bond. This
is an important risk consideration for
investors holding highly priced callable
bonds, like AT1 bank hybrids, as the

call date approaches.

What is the replacement
for Bank hybrids?
Well diversified with high levels of

regulation, inflation pass-through
mechanisms, monopolistic operating
conditions, and a stable and predict-
able legislature all provide an outstand-
ing investment environment to investors
seeking to reduce their bank hybrid
exposure whilst maintaining higher
yielding returns, without the volatility
of traditional equities.

Whilst Australian credit spreads
have widened significantly from their
tight levels in February this year,
reflecting the more volatile environ-
ment under Trump 2.0 and his sweep-
ing ‘Liberation Day’ announcements,
we have seen performance coming
through. Spreads however, have not
retraced as significantly as seen in both
the US investment grade and high yield
markets. US spreads remain at risk of
further widening in an environment
where interest rates are likely to be
held higher for longer. Conversely,
Australian rates have already started
to loosen, which highlights that now is
the time to invest in Australian credit to
capture the capital gains and lagging
spread performance.

The Schroder High
Yielding Credit Fund
(CBOE: HIGH)

Through exposure to the typically
defensive wholesale high yielding credit
universe, the Schroder Australian High
Yielding Credit Fund (CBOE: HIGH)
answers the call of retail investors who
are looking for ungeared, higher yield-
ing income solutions beyond diversi-
fied, traditional equity and cash-based

products, while seeking to avoid the
liquidity and transparency challenges
associated with private markets.

Importantly, it serves as an ideal
substitute for existing bank hybrid
exposures by providing a comparable
return profile with the added benefits of
diversification and access to the high
quality Australian credit market span-
ning senior and subordinated financial
and corporate credit.

In short, the Schroder High Yielding
Credit Fund offers investors the oppor-
tunity replace their concentrated and
expensive bank hybrid exposure today,
with significantly lower volatility.

To learn more about the Schroder High
Yielding Credit Fund, click here.

Important information: This document is issued by
Schroder Investment Management Australia Limited
(ABN 22 000 443 274, AFSL 226473) (Schroders).

This document does not contain and should
not be taken as containing any financial product
advice or financial product recommendations.
This document does not take into consideration
any recipient’s objectives, financial situation or
needs. Before making any decision relating to a
Schroders fund, you should obtain and read a copy
of the product disclosure statement available at
www.schroders.com.au or other relevant disclo-
sure document for that fund and consider the
appropriateness of the fund to your objectives,
financial situation and needs. You should also refer
to the target market determination for the fund at
www.schroders.com.au. All investments carry risk,
and the repayment of capital and performance in
any of the funds named in this document are not
guaranteed by Schroders or any company in the
Schroders Group. The material contained in this
document is not intended to provide, and should
not be relied on for accounting, legal or tax advice.

Schroders does not give any warranty as to the
accuracy, reliability or completeness of informa-
tion which is contained in this document. To the
maximum extent permitted by law, Schroders ,
every company in the Schroders plc group, and
their respective directors, officers, employees,
consultants and agents exclude all liability (however
arising) for any direct or indirect loss or damage
that may be suffered by the recipient or any other
person in connection with this document.

Opinions, estimates and projections contained in
this document reflect the opinions of the authors
as at the date of this document and are subject
to change without notice. “Forward-looking”
information, such as forecasts or projections,
are not guarantees of any future performance
and there is no assurance that any forecast or
projection will be realised. Past performance is
not a reliable indicator of future performance. All
references to securities, sectors, regions and/or
countries are made for illustrative purposes only
and are not to be construed as recommendations
to buy, sell or hold.

Telephone calls and other electronic communi-
cations with Schroders representatives may be
recorded

" APRA. December 9 2024. A more effective
capital framework for a crisis: Update.
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HUB*

Innovation that keeps
delivering for you and
your clients.

Learn more

@ Expand your investment proposition
for high-net-worth clients with a broad investment
menu, uncapped term deposits, foreign currency
trading and unlisted fixed income."

@ Implement business efficiencies with market-
leading managed portfolio capability that delivers
value for your clients.?

@ Engage your clients with a complete view of their
wealth with integrated reporting that saves you time.

Empowering better financial futures, together.

N

Best Platform Overall
for 3 years running

[ ——— #1 Best Platform Managed Accounts Functionality
Trends #1 Best in Product Offering
#1 Best in Online Business Management
WINNER #1 Best in Decision Support Tools
#1 Most Improved Platform

Connect with our specialist broker and private wealth team today.
HUB24.com.au/contact

1 HUB24 was rated Best Platform Overall, Most Improved Platform, Best in Online Business Management, Best in Decision Support Tools and Best in Product Offering in the 2024 Investment
Trends Platform Competitive Analysis and Benchmarking Report.

2 Investment Trends' Platform Competitive Analysis and Benchmarking Report rated HUB24 Best Managed Account Functionality from 2016-2020 and 2022-2024.

Disclaimer: This communication has been prepared and is provided solely for the general guidance of advisers. Any general advice in this communication does not take into account you or
your client's personal objectives, financial situation and needs. Accordingly, before acting on any of this information, the viewer should consider the appropriateness of the information having
regard to their or their clients’ objectives, financial situation and needs. Disclosure documents, including the IDPS Guide for HUB24 Invest, Product Disclosure Statement (PDS) for HUB24 Super,
and PDS for the HUB24 Managed Portfolio Service, as well as target market determinations (TMD) which considers the design of our products, including key attributes, and describes the class
of consumer for whom these products are likely to be appropriate for, are available at www.hub24.com.au, or by calling 1300 854 994.



An option to reduce stock volatility

By Lewis Taie, Senior Manager Derivatives Program, AUSIEX

"No one ever went broke from taking profit” is the old saying, but they may have had to deal with the tax
obligation that it created. This is the question some investors are asking regarding their CBA holding given

the run over the last 8-12 months.

For investors that have held CBA for more than 12 months, the obligation outlined above may be more
palatable given the 50% Capital Gains Tax (CGT) discount(if applicable), though for investors that have
acquired CBA within the last 12 months that may not be the case, where hedging some of this exposure

through to the 12 month time frame before disposal may be preferable.

If an investor is concerned with the
future performance of a stock, such as
Commonwealth Bank (CBA), they can
hedge their exposure by buying a secu-
rity with inversely correlated returns, so
if the value of your stock goes down, alll
other things being equal, their hedge
should go up.

Investors can potentially achieve
this by using futures or warrants with
the objective of directly offsetting a
loss on a stock.

Alternatively, investors can buy a
Put option to lock in a future price for
the sale of the stock. Buying a Put has
the added benefit of being at the buy-
er’s discretion, so if the stock remains
above the agreed price, the Put will
expire worthless with the stock holding
remaining unimpacted.

An alternative approach

Each of these strategies, however, has
its own pitfall. Futures or warrants will
typically provide a like-for-like hedge
entirely offsetting any upside, so while
you're hedged to the downside, you're

also not going fo see any upside should
the stock unexpectedly rally.

With a bought Put, while you keep
the upside, the cost of buying the
Put can be significant over time, and
dependant on how voldtile the stock is,
potentially cost-prohibitive in practice.

There is a way to use options to
obtain the protection of a bought Put
without the cost. As with any option
position, there’s always a trade-off.
In this case, the trade-off comes from
funding the purchase of the Put by sell-
ing an out of the money Call, effectively
foregoing any upside beyond the strike
price.

Construction

For example, consider CBA at éth June
2025, 3:50PM. (In this case, CBA has
been used for information purposes
only and this example is not intended
to be financial advice.)

Stock price was $179.90.

Assuming the investor holds

1,000 shares initially bought in
November 2024 @$150.00.

Options Trades:

Buy 10 18th December 2025
Put Strike $168.00 American
@ $5.31

Sell 10 18th December 2025
Call Strike $190.01 European
(100 Shares per contract)  @$5.61

In the above example, the investor
has purchased a Put for $5.31, off-
setting any share price fall beyond
$168.00.

The purchase of the Put is funded
by selling a Call for $5.61, where the
investor agrees to deliver the stock
if called upon at the strike price of
$190.01. By writing the Call, the inves-
tor limits their potential gain as they
will not receive any benefit beyond
the $190.01.

The above example allows the
investor fo hedge any fall of greater than
6.6% ([168-179.90]/179.90 = -6.6%),
at zero cost®, though the investor will
give away any further upside beyond

5.6% ([190.01-179.9]1/179.9=5.6%),

(100 shares per contract)
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Figure 1: Collar Payoff
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yielding the above pay-off diagram
with possible outcomes when the
options expire on 18th December.

CBA < $168.00 - Should the price
of CBA close below $168.00 per share
on 18th December, the sold $190.01
Call would expire worthless, while the
bought $168.00 Put would expire in
the money and be exercised, allowing
the investor to sell their CBA shares at
$168.00.

CBA between $168.00-$190.01 -
Should the price of CBA close between
$168.00-$190.01 per share on 18th
December, both the $168.00 Put and
$190.01 Call will expire worthless with
the investor retaining their CBA shares.

CBA > $190.01 - Should the price
of CBA close above $190.01 per share
on 18th December, the sold $190.01
Call would expire in the money with
the investor assigned and required to
deliver their CBA shares at the strike
price of $190.01.

The bought $168.00 Put in this sce-
nario would expire worthless. In each
case the investor has been able to
minimise their exposure to the down-
side while holding CBA through to 12
months, to be entitled to the 12 month
CGT discount (where applicable).

Pitfalls & Considerations

Downside hedge versus forgone
upside — As outlined above, when
employing options strategies over a
portfolio it's essential to understand
the risk and trade-offs involved and
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ensure you as an investor are comfort-
able with them.

When employing a “costless” pro-
tective collar for example, it's important
you consider how much of the shares
value you are looking to hedge versus
what you would be willing to deliver the
stock for if it performs strongly.

If you are looking to keep outlay
to a minimum (all else held constant),
the higher the strike price for your Puts
(the more conservative your approach)
the more expensive they will be to pur-
chase. This means your Calls will need
to have a lower strike to offset the more
costly Put hedge. The lower your Call
strike price the more upside you poten-
tially forgo should the stock outperform.

Franking — To be entitled to franking
credits, the holding period rule requires
you to continuously hold shares ‘at risk’
for atleast 45 days (90 days for certain
preference shares) not counting the day
of acquisition or disposal.

For a position to be considered ‘at
risk, you must hold 30% or more of
the financial risk. i.e. the delta of the
strategy you employ cannot be less
than -0.7.

For more information on the tax
treatment, you should always engage
your accountant or qualified financial
adviser.

Writing European versus American
— Itis worthwhile considering whether to
use American or European style options
when employing a Collar, particularly
on your sold Call. Remembering that
American options can be exercised at

any time up until expiry while European
options can only be exercised at expiry.
As it's the buyer who has the right to
exercise an American style option
early, as the seller of the Call (when
employing a Collar) we need to con-
sider the likelihood of the counterparty
exercising the Call before expiry as
this will completely change the strat-
egy and payoff diagram akin to that
of a bought Put and may impact 12
month ownership period required for
any CGT discount. The example above
uses a Sold European Call in order to
mitigate this risk.

Summary

Options are often misunderstood, but
are simply a tool that when imple-
mented effectively, can allow us to
better trade in line with our views.

In this case, a “costless” collar strat-
egy can be deployed when the investor
doesn't wish to sell the stock immedi-
ately, though is nervous about potential
downside risks coming to fruition and
is seeking to hedge some of this risk in
exchange for giving away some of the
upside should the stock price improve
during the life of the option.

* For simplicity, the above examples exclude the
small premium generated along with transactions
costs, such as brokerage and clearing fees and is
considered costless.

About AUSIEX

With over 25 years of experience in the market and
the backing of NRI, a global powerhouse in tech-
nology and operations services, we have a depth
and breadth of knowledge within the Australian
equities market, enabling us to understand the
world our clients operate in and the challenges they
face. AUSIEX currently supports over 4,400 advis-
ers from over 1,000 dealer groups Australia-wide.
About NRI

Founded in 1965, NRl is a leading global provider
of consulting services and system solutions, includ-
ing management consulting, system integration,
IT management and solutions for the financial,
manufacturing, retail and service industries.
Disclaimer: This information has been prepared by
Australian Investment Exchange Limited ('AUSIEX")
ABN 71 076 515 930, AFSL 241400, a wholly
owned subsidiary of Nomura Research Institute,
Ltd. (‘NRI'). AUSIEX is a Market Participant of ASX
Limited ('ASX’) and Cboe Australia Pty Ltd (‘Cboe’),
a Clearing Participant of ASX Clear Pty Limited
and a Settlement Participant of ASX Settlement
Pty Limited.

This information contains general advice and has
been prepared without taking into account your
objectives, financial situation or needs. You should
consider its appropriateness, having regard to your
objectives, financial situation and needs. Investors
should read the relevant disclosure document
and seek professional advice before making any
decision based on this information.



REIMAGINING CORPORATE ACTIONS:
A transformation opportunity

Provided by S&P Global Market Intelligence

The corporate actions landscape is facing an unprecedented challenge with a deluge of increasingly complex

events that strain traditional processing methods. This complexity is further compounded by the fact that the

financial industry is navigating a sea of information, where corporate actions are often the most unpredictable

waves. Market participants grapple with intricate processes, fragmented data sources, and relentless pressure

to achieve more with less, making the task of finding the right corporate actions data, connecting the

elusive dots, and streamlining tangled workflows a daunting daily challenge. Yet, within this challenge lies a

remarkable opportunity to revolutionise the industry through intelligent automation and data analysis.

We stand at the cusp of a fundamental
transformation in corporate actions
processing. By harnessing the power
of analytics to understand the intrica-
cies of the data, deploying Artificial
Intelligence (Al) and Generative Al
to intelligently process and extract
insights, and implementing intelligent
automation to streamline workflows—
we can transform corporate actions
processing. Our vision is to be at the
forefront of this transformation, driving
the adoption of our ‘AAA’ framework
to create a future defined by efficiency,

reliability, and proactive risk manage-
ment in the world of corporate actions.

A smart, iterative
approach

Technology is evolving rapidly, and so
is our '"AAA" framework. Itis not a static
solution; it's a dynamic, evolving jour-
ney. We're committed to contfinuous
learning and adaptation, recognising
that each component—anc|ytics, Al,
and automation—is rapidly advancing.
Our approach involves:

Establishing a robust foundation
with analytics: Before unleashing
the power of Al, we first need a
solid understanding of the data
landscape. Advanced analytics
helps us identify pain points, opti-
mise workflows, and establish key
performance indicators (KPIs) to
measure the success of subsequent
Al and automation initiatives.

Strategically deploying Al and
Gen Al: We're not just building Al
solutions for the sake of it; we're
taking a highly strategic and tar-
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geted approach. We focus on
high-impact areas within corporate
actions where Al and Gen Al can
deliver tangible value, such as
intelligent data extraction, sum-
marisation, and insight generation,
all while keeping costs and data
security in mind.

* Automating intelligently, not
blindly: Automation is most ef-
fective when informed by data
and augmented by intelligent,
human-guided decision-making.
We're prioritising the automation of
repetitive, manual tasks, freeing up
valuable human resources for high-
er-value, strategic activities. This
approach combines the efficiency
of automation with the insight and
expertise of human oversight, en-
suring optimal outcomes.

The data and platform
advantage, tailored for
corporate actions

* S&P Global Corporate Actions
Data: The gold standard for vali-
dated, comprehensive, and timely
Corporate Action information. It's
the bedrock upon which we build.

e S&P Global Corporate Actions
Processing Platform: Our platforms
are the engines, already powering
many of the industry’s corporate
actions workflows every single
day, from announcement capture
to downstream processing. This
provides us with an unparalleled
understanding of real-world chal-
lenges and opportunities.

Our four core focus areas
to conquer corporate
actions complexity

Intelligent data extraction: Leveraging
Al, including Large Language Models
(LLMs) and Natural Language Process-
ing (NLP), alongside Robotic Process
Automation (RPA) to extract vital in-
formation from unstructured corporate
action announcements and diverse
sources. This multifaceted approach
reduces manual effort, enhances ac-
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curacy, and expedites processing. We
are utilising LLMs in IDX for processing
two key documents. For instance, we
automatically extract key data from
unstructured sources like fund admin-
istrator emails and websites, replac-
ing the previous manual extraction
process. This dramatically accelerates
corporate action event processing,
improving data accuracy and elimi-
nating time-consuming manual effort
for open-ended and mutual funds.
Now clients have timely and reliable
information critical for their investment
decisions.

Al-Powered data summarisation:
Instantly condense complex reports,
SWIFT messages, prospectuses, and
spreadsheets into concise, actionable
summaries. This empowers users to
quickly identify key information and
make informed decisions.

Consider the case of lengthy and
complex corporate action announce-
ments, often with multiple amendments,
were difficult and time-consuming to
interpret. Using Gen Al, we generate
concise summaries of intricate events
from structured data, including risk
scores and restrictions. This lets users
across back office, front office, and
research rapidly grasp key details,
such as offer terms and deadlines, in
multiple languages and make faster,
more informed decisions.

Advanced Data Analytics & Visu-
alisation: Transforming extensive da-
tasets into clear charts, tables, and in-
teractive dashboards. This allows users
to identify trends in event types, track
issuer behaviors, and uncover hidden
opportunities. Gen Al further enhances
this by summarising existing analytics
and generating entirely new insights.
Our interactive dashboards transform
complex corporate action datasets

into clear visualisations, enabling us-
ers to monitor events requiring special
handling, analyse volume trends, and
assess risks by asset class, market,
and event type. These dashboards
provide tailored views for different
teams, like dedicated dashboards for
taxable events, improving the ability to
identify trends in event types and track
issuer behaviours, promoting better
resource allocation and more informed
decision-making.

Seamless Workflow Orchestra-
tion: Designing intuitive, user-friendly
corporate actions workflows that lever-
age the best of technology experiences
to simplify the management of these
complex events. These workflows are
designed with human oversight in
mind, where analytics provide insights
into areas needing attention, and the
Al-powered recommendations engine
serves as a co-pilot, offering intelligent
suggestions to enhance decision-
making and improve efficiency.

To streamline corporate action
management and mitigate data con-
flict issues, we developed a machine
learning-powered recommendation
engine. This intelligent system analyses
historical data to generate real-time,
Al-driven recommendations for resolv-
ing data conflicts, each accompa-
nied by a confidence score derived
from over 20 key data attributes. lts
user-friendly interface promotes quick
adoption and empowers teams to
make faster, more informed decisions
when managing complex corporate
action events, with a feature to review
past decisions and a retfraining frame-
work ensuring ongoing accuracy.

The future of corporate
actions is intelligent,
automated, and
data-driven

We're dedicated to monitoring per-
formance, ensuring accuracy, actively
listening to our users, and continuously
refining our approach based on real-
world feedback and market demands.
We are confident the ‘"AAA’ will revo-
lutionise the corporate actions industry,
leading to improved processes and
better outcomes for all involved.
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The lllusion of Assurance: why
your independent review may be
putting you at risk

By James Dickson, Oceanic Consulting Group

Why review quality is now a strategic and commercial priority for boards

For members of the Stockbrokers
and Investment Advisers Association
(SIAA), the quality of independent
reviews is no longer just a risk or
compliance matter — it is a frontline
issue for governance, reputation and
commercial viability. As regulatory
expectations tighten and counterpar-
ties demand greater assurance, re-
views that once sufficed as internal
checks are now being used to judge

institutional maturity. ASIC, APRA and
AUSTRAC have each made it clear:
documentation is not enough. Reviews
must validate actual performance,
examine operational resilience, and
demonstrate genuine independence.

Independent reviews have tradi-
tionally been viewed as a procedural
comfort, an annual hygiene exercise
designed to demonstrate good gov-
ernance and satisfy regulatory ex-

pectation. But the past two years have
brought a fundamental shift. Today,
reviews are no longer artefacts of
compliance. They are a central pillar of
operational credibility and commercial
positioning.

Regulators have reset the stan-
dard. APRA’s CPS 230, AUSTRAC's
operational scrutiny, and ASIC’s gov-
ernance-focused reviews all converge
on a single message: boards must

August 2025 P. 19



demand assurance that is indepen-
dent, tested, and embedded. Reviews
that rely solely on documentation or
management attestations will no longer
hold water. If reviews do not include
observed performance, operational
validation, and independent scope,
they will not meet regulator expecta-
tions. Worse, they may create false
confidence and expose directors to
unnecessary risk.

ASIC's 2025 review of managed
investment schemes made this plain.
Despite the sector’s regulatory visibility,
the review revealed systemic failures in
how boards rely on documentation as
evidence of control. Compliance plans
had not been updated, dispute resolu-
tion processes were unclear or absent
and reviews had been presented
as “independent” despite avoiding
operational testing. In multiple cases,
governance frameworks appeared
robust on paper, but collapsed under
scrutiny.

This is not an isolated pattern. It is
the new baseline. The review, once
seen as a tick-the-box exercise, is now
a measure of institutional maturity.

Boards across the SIAA community
are uniquely exposed. Operating with-
in highly intermediated value chains,
often with outsourced and third-party
dependencies, brokers and advisers
are now expected to demonstrate
resilience not just in market-facing
infrastructure, but across operational
controls, cyber functions, and compli-
ance handoffs. Without a tested review
process, assurance collapses at the first
challenge.

A commercial and
governance inflection
point
As regulatory expectations rise, so too
do commercial ones. Across financial
services, review quality is becoming a
condition of participation. Banks, super
funds and wealth platforms now in-
clude substantive review requirements
in RFls, onboarding protocols, and
ongoing vendor assessments.
Procurement processes ask not
only for evidence of policies but for
tested control performance. Contracts

p. 20  SIAA Monthly

As regulatory expectations rise, so too do commercial

ones. Across financial services, review quality is

becoming a condition of participation. Banks, super

funds and wealth platforms now include substantive

review requirements in RFls, onboarding protocols, and

ongoing vendor assessments.

increasingly embed audit rights, re-
sponse validation clauses, and re-
quirements fo demonstrate operational
resilience at the third- and fourth-party
level. Service providers who cannot
produce recent, independent, and
operationally grounded reviews are
being excluded from key opportunities.

Boards that treat reviews as internal
artefacts, something managed quietly
by risk teams or compliance functions,
are being left behind. In this context,
assurance is not just a governance
function. It is a strategic differentiator.

The commercial stakes are already
visible. The white paper License to Op-
erate details how independent reviews
have influenced competitive outcomes.
In one example, a large platform
provider lost a material distribution ar-
rangement after failing to demonstrate
third-party control testing. In another,
a superannuation fund required sup-
pliers to evidence independent cyber
reviews before renewing integration
contracts. These are not hypotheticals.
They are the new reality of financial
services.

For SIAA members, this shift is
especially acute. Many operate un-
der authorisations or in alliance with
upstream platforms. Increasingly,
platform partners are embedding re-
silience expectations into network
due diligence. Firms that fail to pres-
ent credible independent reviews are
facing not only regulatory scrutiny, but
commercial exclusion.

What this means for
directors

For directors, the implication is clear.
The presence of a review is no longer
enough. The question is whether the

review was constructed to validate
performance, not just confirm structure.

A review that avoids control walk-
throughs, skips staff interviews, or
relies solely on policy assessment is not
independent. A review conducted by a
firm with a parallel advisory role is not
independent. A review that reassures
but does not test is not assurance.

Boards must interrogate the reviews
they receive:

* Who commissioned the review and
who scoped it2

* Was evidence drawn from ob-
served performance or from
documentation?

* Were staff across operational func-
tions engaged?

e Were failure scenarios tested and
escalations walked through?

¢ Was challenge embedded into the
methodology?

If these questions cannot be an-
swered clearly, the review should not
be relied upon for assurance.

This is not about over-engineering
or gold-plating. It is about recognis-
ing that in an environment of systemic
risk, reputational interdependence,
and increasing regulatory scrutiny,
review quality directly impacts board
accountability.

As ASIC has put it: “Reliance on
outdated orincomplete documentation
is not a defence. Itis a red flag.”

For brokers and licensee-aligned
advisory firms, the risk is amplified by
speed. Market events, system outages,
or even a cyber notification can trig-
ger immediate downstream escala-
tion. A shallow review that seemed fit
for purpose in planning cycles may
prove inadequate when evidence is
demanded under pressure.



A note on our position

Oceanic Consulting Group provides
both advisory and independent re-
view services. That dual role creates a
perceived conflict, and it is important
to acknowledge it plainly.

We are deeply familiar with the
practical challenges of designing
reviews that are both operationally
meaningful and regulator-ready. Our
concern is not theoretical. It comes from
direct engagement with organisations
navigating increased scrutiny and
market pressure. We have seen where
reviews add real value, and where they
fall short.

The standards outlined in this ar-
ticle reflect what we believe is now
expected across the industry, not only
by regulators but by boards, investors,
and clients.

For the SIAA community, we be-
lieve reviews should do more than
satisfy internal comfort. They should
be capable of being surfaced in due
diligence, presented to regulators, and
tested under pressure.

Referencing the full
paper: five case studies
that matter

In our full 30-page white paper (and
yes, we know you have to be a risk
enthusiast to read 30 pages on review
independence), we cover real-world
examples that illustrate this shift in

regulatory and commercial expecta-
tion. Key case studies include:

e ASIC’s 2025 Review of Managed
Investment Schemes: Highlighting
how well-documented compliance
plans failed to reflect operational
readiness, leading to increased
board exposure.

* FIIG Securities: A data breach
that exposed 18,000 clients and
revealed cyber governance fail-
ures, despite the existence of
formal policies. The lack of testing,
review, and readiness led to ASIC
enforcement.

e UK FCA Supervision (PS21/3):
UK regulators found that while
documentation was compliant,
resilience was untested and toler-
ance metrics were vague. Scenario
testing was often absent.

e European Union’s DORA Regime:
Demonstrated how regulators are
now holding third- and fourth-party
service providers directly account-
able for operational resilience.

* SEC Enforcement against Ashford
Asset Management: Where a
documented cyber policy proved
useless when the board had no vis-
ibility into execution and response
protocols failed under pressure.
These case studies reinforce a clear

trajectory: Regulators now expect con-
trol testing, operational observation,
and substantive evidence. Documenta-
tion is not enough.

Practical considerations:
What good looks like

A substantive review is built differently.

Itincludes:

* Transaction sampling;

* Scenario simulations;

* Staff engagement across business
and operational functions;

¢ Testing of escalation pathways and
control handoffs;

* Observations of performance un-
der real or simulated pressure; and

* An independent reviewer with
no advisory conflict and no con-
straints on scope.

The review is typically commis-
sioned by the board or risk committee,
not scoped exclusively by manage-
ment. It is designed to challenge, not
just confirm. It produces insights, not
just validation.

Boards that embed this approach
create a stronger feedback loop be-
tween assurance, governance, and
performance.

The question boards must
now ask

Boards need to move beyond the
assumption that a completed review
equals assurance. In the current en-
vironment, a poorly scoped or super-
ficially executed review can be more
dangerous than no review at all. It may
foster overconfidence, delay remedia-
tion, or expose directors to liability.

So the question boards must now
ask is not:

“Have we completed our indepen-
dent review this year?”

It is:

“Are we being told we are resilient,
or have we tested it8”

Read the full paper

This article is adapted from License
to Operate: Reviews That Secure
Relationships and Revenue, published
by Oceanic Consulting Group in July
2025.

You can download the full white
paper at www.ocg.com.au
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Compensation Scheme ™™
of Last Resort — just keeps
getting worse and worse

By Michelle Huckel, Policy Manager, SIAA

In the April edition of the SIAA monthly we reported on our submission to Treasury's post implementation

review of the Compensation Scheme of Last Resort (CSLR) in which we warned that the scheme is utterly

unsustainable without a significant re-design as well as changes to the way AFCA operates.

This is a big issue for the industry.

Alarm bells started ringing in ear-
nest late last year when the scheme
released its initial estimate of levies
for FY 2026 at $78 million, $70 mil-
lion of which is leviable against the
personal financial advice sub sector.
This exceeds the sub-sector cap by a
whopping $50 million.

This means that a levy will be issued
to those in the personal financial advice
sector of $100 per licensee plus $1295
per adviser for the 2026 Financial
Year. The Minister for Financial Services
will then be required to decide how
the remaining $50 million cost blow
out will be funded. The mechanics of
the scheme is that any decision by the
Minister can’t be made until after 1
July 2025.

At time of publication no decision
has been made by the Minister on
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how he intends to deal with the levy
blow out.

Revised estimate for FY
2026 claims

Due to the probability of a special
levy being required to fund the claims
blow-out, the CSLR has obtained a
revised estimate for the FY 2026 levy.
While this is a slightly lower than the
initial estimate ($75.7 million versus
$78 million), it is not a result of fewer
claims but reflects a slowing of AFCA's
expectations for the processing of com-
plaints during FY 2026, thus reducing
the number of claims to be paid during
the period.

Unfortunately, there appears to be
no respite to the levies in sight — with the
CEO of the scheme recently announc-
ing that he expects the FY 2027 levy

for the financial advice subsector to
likely exceed $120 million and that
special levies will be required for FY

2026, FY 2027 and FY 2028. The

future looks bleak.

What is behind all these
levies?

The levy blow outs are caused by lots
and lots of complaints primarily arising
from the failure of two large financial
firms — Dixon Advisory and United
Global Capital.

But there are also dark clouds on
the horizon with the collapse of the
Shield Master Fund and First Guardian
Master Fund, managed investment
schemes recommended to clients
of various financial firms including
Interprac Financial Planning, MWL
Financial Services, Financial Services



Group and Next Generation Advice.
These managed investment schemes
attracted nearly $1 billion between
them in investor funds and involved, in
many instances, cold-calling superan-
nuation switching models.

These collapses are notincluded in
the FY 26 levy as they have not yet hit
the CSLR. They are expected however
to impact the FY 27 and FY 28 levies.

It will be very difficult to attract
new advisers to the industry while ever
they are required to contribute to these
levies.

Securities dealing
subsector

An unpleasant revelation from the
revised estimate for the FY 26 levy
was an increase in the estimate for the
securities dealing subsector resulting
from complaints made against Remi
Investment Services Pty Limited. AFCA
records show that six determinations

have been made against this firm thus
far for misleading and deceptive con-
duct and trading while insolvent. Remi
was wound up by order of the Supreme
Court of Queensland on 9 June 2022
and is currently under external admin-
istration. Cancellation of its AFSL took
effect on 27 November 2023.

This increases the amount of claims
against the securities dealing subsector
from an initial estimate of $2,343,000
to a revised estimate of $4,723,000.

AFCA's approach to
complaints brought by
SMSFs

A particular concern is AFCA's recent
approach to accepting complaints from
SMSFs that have been classified as
wholesale if they hold less than $10
million in net assets.

AFCA's view is that under the law,
if an adviser provides advice to a
trustee in relation to an SMSF, it must

be treated as a retail client unless the
SMSF has $10 million or more in assets.

SIAA has communicated its con-
cerns about the impact of AFCA's deter-
minations to Treasury, the government
and the coadlition.

We have also raised concerns
about the potential impact of these
decisions on the sustainability of the
CSLR. It is unclear how many claims
that have been referred to the CSLR are
from wholesale clients that AFCA has
re-classified from wholesale to retail.

Next steps

At the moment the industry is waiting for
the results of the Treasury review and
the Minister’s decision on what to do
with the blow out in the FY 2026 levy.

SIAA continues to advocate for
change to the scheme and will continue
to update members on developments.

/gaustralian microcap
investment conference

You are invited to attend the
14th Annual Australian Microcap

Investment Conference

OVER 2 DAYS:

Tuesday, 21 October 2025
and Wednesday, 22 October 2025,

Sofitel Melbourne On Collins, Melbourne

Companies presenting include:

BCAL Diagnostics Limited (BDX)

Big River Industries Limited (BRI)
Camplify Holdings Limited (CHL)

Calix Limited (CXL)

Cash Converters International Limited (CCV)
EMVision Medical Devices Limited (EMV)
Global Health Limited (GLH)

Gratifii Limited (GTI)

Hawk Resources Limited (HWK)

Hazer Group Limited (HZR)

Intelligent Monitoring Group Limited (IMB)

For further information and to register visit www.microcapconferences.com or call 03 8352 7140

Murray Cod Australia Limited (MCA)
Optiscan Imaging Limited (OIL)

Prophecy International Holdings Limited (PRO)

L]

L]

L]

¢ Race Oncology Limited (RAC)

e Raiz Invest Limited (RZI)

o Reckon Limited (RKN)

¢ RocketDNA Limited (RKT)

e Roolife Group Limited (RLG)

e Starpharma Holdings Limited (SPL)

e Teaminvest Private Group Limited (TIP)
¢ Tryptamine Therapeutics Limited (TYP)

RECEIVE A FREE
REGISTRATION TO THE
CONFERENCE VALUED AT $695.

Mention booking code: SIAA2025
Places are limited.
Registration includes attendance at the two day

conference, meals, networking function,
conference program and research notes.

Spark*

BOURSE

COMMUNICATIONS

TMF

GROUP

Global reach

Local knowledge

Association Partner

Stockbrokers and Investment
Advisers Association

Serving the intarests of ivestors



SUPER SNIPPETS

Heading in the right direction

By Darin Tyson-Chan, Editor,
selfmanagedsuper

In recent columns for the Stockbrokers
and Investment Advisers Association,
| have expressed concerns about the
governance of public offer superan-
nuation funds, particularly after the
Australian Securities and Investments
Commission produced its Report 806
into the state of play in regard to death
benefit payouts. Suffice to say that
paper was not flattering for the large
super funds servicing the majority of
Australians.

Analysis like this is always wel-
come, particularly from such a credible
source, but is sometimes tinged with
trepidation as fo whether anything will
be done to address some of the more
worrying findings.

While not dealing with this specific
matter, an announcement made a few
weeks ago indicates there is a con-
scious effort being made to improve
how the large public offer super funds
are servicing members.

To this end, the Association of
Superannuation Funds of Australia
(ASFA) released a new service stan-
dard covering claims handling for insur-
ance cover and other health-related
issues.

In particular, the new standard is
aimed at improving service delivery,
transparency and security for members
when it comes to insurance claims for
cover held inside a particular super
fund.

It sets out what members can expect
from the industry when making an insur-
ance claim and sets parameters to
ensure a more consistent and consider-
ate experience in these circumstances.

Key features of the standard include
having super funds exercise timely and
clear communication with members at
each stage of a claim, including early
engagement and regular updates, and
stipulating timeframes for engaging
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with members throughout the process;
having a supportive claims experience
that considers the member’'s full entitle-

ments and manages expectations early
in the process; guaranteeing an ele-
ment of rustee accountability is present
even when third-party providers are
involved, ensuring strong governance
and consistent member experiences;
having strong oversight and reviews
where claims are declined, including
clear explanation and an efficient
path for review; and implementing
interoperability and efficiency where
both insurer and trustee decisions are
required for members to receive a ben-
efit payment.

The standard has immediate
effect and the Australian Prudential
Regulation Authority (APRA) has stipu-
lated super funds need to implement it
no later than 1 July 2026.

This is definitely a step in the right
direction seeing any insurance policies
within superannuation funds will cover
events such as fotal and permanent
disablement and death. | think we'd all
agree these are both very emotionally
trying circumstances so having claims
paid in a timely and seamless manner
will at least provide a little comfort to
the individuals facing these unfortunate
situations.

While it won't guarantee more
timely payment of superannuation
death benefits in general, it is an
important move in establishing what are
acceptable operational standards and

what are not. Improved governance in
one aspect of organisational manage-
ment can often have a flow-on effect
to other areas of the business and one
can only hope this progression will be
seen here.

In another indication super funds
are getting more serious about ser-
vicing members, APRA and invest-
ment consultant Jana have partnered
to release a draft guidance note on
investment management due diligence.

It has been done to assist prepara-
tion for Prudential Standard CPS 230,
which covers operational risk manage-
ment. In layman's terms, it has been for-
mulated to fortify operational resilience
and make sure fund managers servicing
superannuation funds are managing
their risks in a manner allowing them
to support the long-term objectives of
these retirement savings vehicles.

This indicates a further effort to align
the needs of members with the activities
of wealth managers more formally.

When it comes to refirement sav-
ings, the one fact that should never be
lost on anyone is super funds are there
to serve their members and the money
over which they have responsibility
belongs to that cohort. So putting initia-
tives like these in place should facilitate
better member outcomes and the hope
is we will continue to see such moves
in the future.

To subscribe to selfmanagedsuper please
visit www.smsmagazine.com.au
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