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File: 2023/06 

Australian Prudential Regulation Authority 
General Manager, Policy 

via email: superannuation.policy@apra.gov.au 

13 March 2023 

Dear Sir / Madam, 

Superannuation transfer planning: Proposed enhancements 

The Association of Superannuation Funds of Australia (ASFA) is pleased to provide this feedback in 

response to your consultation on the Discussion Paper Superannuation transfer planning: Proposed 

enhancements (Discussion Paper). 

ABOUT ASFA 

ASFA is a nonprofit, non-partisan national organisation whose mission is to continuously improve the 

superannuation system, so all Australians can enjoy a comfortable and dignified retirement. We focus 

on the issues that affect the entire Australian superannuation system and its $3.3 trillion in retirement 

savings. Our membership is across all parts of the industry, including corporate, public sector, industry 

and retail superannuation funds, and associated service providers, representing over 90 per cent of 

the 17 million Australians with superannuation. 

GENERAL COMMENTS 

ASFA member organisations support the general intent of the Discussion Paper, of trustees being 

prepared for transfers. 

Having said that, concern has been expressed about the need to balance the costs of complying with 

any obligations against any benefit obtained, to ensure that the requirements are in the best financial 

interests of the members of the fund. 

Should not create new specific obligation but enhance existing requirements 

Members have indicted support for an approach whereby trustees enhance existing business activities, 

such as the Business Performance Review, including the Member Outcomes Assessment, to monitor 

the necessity of a merger, as opposed to creating new specific obligations with respect to transfers. 

New obligations will divert resources from day to day business activities, and improvements to 

member outcomes, towards planning for events that may never occur. It is difficult to see how this is 

in the best financial interests of members. 

Members have suggested that trustees should not be required to plan transfers where there is not a 

reasonable likelihood of there being a trigger for a transfer. 

Any obligations should be limited in scope and not be too specific or detailed 

Members have cautioned that if any new obligations to prepare are to be created, any such 

requirements should be confined to market scanning and monitoring, developing criteria for potential 

merger partners, identifying triggers for action and potential barriers to a successful transfer. 

Any preparation requirements must not be too specific or detailed, as this will result in members 

incurring a significant cost each year, when most cases will never eventuate into a transfer. 
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Successor Fund Transfers (SFTs) are complex and bespoke. Funds and products are structured 

differently, have different governing rules and different arrangements and operations. 

Given this - and the two key tests that trustees need to address, equivalent rights and members’ best 

financial interests – it is challenging for trustees to be able to pre-plan a transfer to any great extent. 

Preparation for a transfer when reasonable prospect of a trigger 

An appropriate approach may be for a trustee to have an appreciation of potential merger partners 

and triggers for a potential transfer. 

Should there be a reasonable prospect of a trigger occurring, the trustee should put sound preparation 

in place to support a transfer should one eventuate. 

‘Sound preparation’ could include: 

• the development of a pro-forma ‘roadmap’, that evaluates the resources, information and 

tools required to facilitate a transfer 

• plans for Board and Regulator engagement 

• draft project plans 

• templates for 

o communicating to members and other key stakeholders 

o completing assessments of ‘equivalent rights’ 

o resourcing plans. 

This would enable trustees to act relatively quickly should it be determined that member outcomes 

are not being delivered or an opportunity to transfer members in from another fund presents itself. 

Need to retain separation between ‘Strategic planning’ and ‘Transfer guidance’ 

Members have indicated that there is a need to continue to maintain a separation between ‘Strategic 

planning’ (SPS 515), which may extend to triggers for transfers, and ‘Transfer guidance’ (SPG 227). 

In particular, Transfer guidance needs to consider Successor Fund Transfer (SFTs) resulting from 

voluntary activity, as well as those that have resulted from poor member outcomes. 

Need for specific APRA guidance with respect to transfers 

Many funds have limited experience of transfers, especially smaller funds. 

Given this, and the number and complexity of issues involved in transfers, members generally are of 

the view that it would be beneficial for APRA to work with the industry on further developing guidance 

with respect to transfers. 

The guidance could incorporate: 

• a checklist outlining areas that a trustee will need to take into consideration when agreeing to 

and implementing a transfer 

• lessons learned from industry transfers that have occurred (in other words, ‘tips for new 

players’ / ‘traps for the unwary’). 

By way of example, there could be guidance with respect to different scenarios, for example how 

trustees should approach circumstances where a member is in both a MySuper and a Choice option. 

Universal sharing of common challenges and experience would raise awareness of issues and enable 

trustees to be more prepared. Importantly this would enable member transfers to happen in a more 

timely manner and would produce a more consistent approach to member transfers. 



 

The Association of Superannuation Funds of Australia Limited Page 4 

Transferring trustees’ engagement with APRA 

Given the bespoke nature of an SFT, when an SFT is being contemplated and/or implemented the 

ability for direct engagement by the trustees of the transferring and receiving funds with specialist SFT 

resources within APRA, that would be able to take into consideration the specific circumstances of the 

SFT, could prove extremely useful. 

Interaction with CPS 190 and contingency planning 

Member organisations have indicated that the industry would benefit from clear guidance with 

respect to how any new requirements for transfer planning and obligations regarding contingency 

planning (required in CPS 190) could be addressed with a single approach and plan. 

Conflicts of interest 

Member organisation have observed that it is difficult to achieve unconflicted decision-making in 

practice, for example an initial review of potential transferring funds can be done at arms’ length but 

then conflicts will emerge. 

MySuper 

Member organisations noted that Capital Gains Tax (CGT) rollover relief is only available if all assets of 

a fund are transferred and, according, this means that a transfer of MySuper members only generally 

is not in the best financial interests of members. 

Barriers to transfers need to be mitigated 

Last year ASFA formed a ‘Successor Fund Transfers’ Working Group (SFTWG) to identify issues that 

impede the efficiency of mergers and propose some solutions. 

The SFTWG developed a briefing note that was sent to the Assistant Treasurer and Treasury in 

September, which can be found in the Annexure to this submission (Briefing Note). We understand 

that Treasury has provided a copy of the Briefing Note to APRA. 

It is imperative that the barriers to transfers are mitigated, to reduce the inefficiencies and costs of 

effecting an SFT. 

Interaction with Your Future, Your Super 

Member organisations have identified that interaction with the Your Future, Your Super performance 

test also acts as an impediment to mergers. 

In particular, the prohibition on accepting new members materially reduces the appeal of the fund as 

a merger party and impedes the Best Financial Interests analysis. Further, members have 

recommended that, if fund are merging, a fund that has failed the performance test should be exempt 

from sending the prescribed letter to its members or the letter should be able to be tailored to refer 

to the SFT taking place. 

Competition law 

Finally, members have raised concerns that there may be issues with respect to competition law that 

may need to be considered. An undue focus on fund mergers to address identified past issues could 

force mergers that create too few ‘mega-funds’ that do not need to actively compete and could 

reduce competition significantly. 

  



 

The Association of Superannuation Funds of Australia Limited Page 5 

SPECIFIC COMMENTS / CONSULTATION QUESTIONS 

ASFA member organisations have provide the following responses to the Consultation Questions in the 

Discussion Paper. 

Transfer preparedness 

Member organisations have indicated that trustees should be required to ‘consider’, but not to ‘plan 

for’, transfers out. 

Trustees should be required to identify potential triggers for a transfer, however, transfer ‘planning’ 

incurs undue costs and detracts from the trustee’s focus on maintaining and improving member 

outcomes. Maintaining a refreshed plan is resource intensive and would not be in the best financial 

interests of members. 

Trustees should monitor against the pre-determined trigger framework for indications that a fund may 

need to consider either an SFT, as well as evaluate any changes to the fund’s circumstance that may 

affect any assessment of any potential transfers. Transfers out have significant cost and effect on the 

members of the funds, including disruption and a potential deterioration in service and performance 

during the transfer, and should be a last resort. 

Members have indicated that trustees should not be required to undertake significant preparatory 

steps unless, and until, it is reasonably likely that a trigger may be met. 

Trigger frameworks 

Member organisations have observed that there will be a need to consider fund structures, governing 

rues and complexity and that the triggers for transfer will be different for different funds. 

RSE Licensee decision making 

The member propositions of products differ and, as such, identification of potential SFT partners, and 

due diligence, should not be required to take place until a trigger is reasonably likely to occur. 

SFTs are bespoke. Trustees should be required to demonstrate in their business plans that they have 

sufficient knowledge of the industry and their peer funds / products, however, due diligence should 

not be required at this stage. 

Given that an SFT is a significant undertaking, and has a material effect on members, it is likely that an 

SFT is perceived to be an action of last resort. 

Member organisations have indicated that migrating MySuper members only generally is not in the 

best financial interests of members, as CGT loss rollover relief is available only where all fund assets 

are transferred. 

Execution phase guidance 

Members have indicated that APRA should undertake a separate consultation with clear objectives 

with respect to SPG 227, in order to address separate considerations. 

This should be linked to a further review of product rationalisation impediments / improvements, and 

should not be connected to SPS 515, which should address barriers and roadblocks to transfers. 

Member organisations have indicated that difficulties with ensuring of equivalent rights and the 

reversal of the onus of proof with respect to acting in members’ best financial interests may 

necessitate the provision of some kind of limited protection for trustees. 
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Members have indicated that SFTs are incredibly complex transactions and there are significant 

challenges including, but by no means limited to: 

• taxation law: 

• CGT rollover relief – this is available only for a full closure of a fund and not for a partial 

transfer of members (e.g. MySuper members) which raises issues with satisfying the 

member’s best financial interests obligation 

• inherent issues with the way transfer balance credits and debits are calculated for term 

allocated pensions 

• benefits and features – a comprehensive analysis and assessment is required with respect to fund 

benefits and features, for example standing instruction flexibility; auto reweighting; corporate 

actions; member and adviser online reporting; member and adviser capability to make changes 

online on a straight through basis; online withdrawals and availability of particular investments 

• employer contributions – transferring members requires members to update their contribution 

details with their employer, with the transferring fund potentially needing to continue to receive 

and on-forward contributions to the new fund or reject the contributions back to the employer, 

but there is no infrastructure to allow those contributions to be redirected en masse 

• legacy income streams – the inherit complexity of legacy income streams - SFTs from an older fund 

to a newer one may necessitate a significant IT development, trust deed amendment and staff 

training to account for members in legacy income streams. 

• pension standards – these require a minimum pension to be paid before transfer, and a new 

minimum pension paid afterwards - there is no consideration for members who, for example, have 

drawn an annual minimum payment prior to the SFT taking place 

• pension commencement capital inflexibility - given the complex nature of these transactions, 

trustees products may not be in a position to determine a member’s specific tax liability until well 

after the SFT has been actioned - this means the transferring fund may determine a refund of taxes 

deducted from the member’s interest after the receiving fund has already commenced the 

pension 

• defined benefits – the new fund needs to be able to administer defined benefits 

• insurance – agreement will need to be reached with the receiving insurer with respect to existing 

insurance benefits, term and conditions, premiums and auto acceptance for customised employer 

insurance arrangements and defaults for future new employees 

• investment choices – mapping and assessment of existing investment options gains those available 

in the receiving fund 

• advice fees – consideration will need to be given whether existing member advice fee 

arrangements can be grandfathered into the receiving fund. 

Post transfer and winding up activities 

Members have observed that generally partial transfers are not in the best financial interests of 

members, due to the inability to claim CGT loss rollover relief. 
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ANNEXURE 

FUND MERGERS AND SUCCESSOR FUND TRANSFERS (SFTs) – NEED FOR A NEW APPROACH 
EXECUTIVE SUMMARY 

1. BACKGROUND TO SUCCESSOR FUND TRANSFERS 

The concept of a ‘Successor Fund Transfer’, or SFT, is simple – the transfer of members’ benefits from one superannuation fund (‘transferring fund’) to another fund 

(‘successor fund’) without needing to obtain the consent of the affected members. 

1.1. Legislation with respect to SFTs 

SFTs are governed under Regulation 6.29 and 6.02 of the SIS Regulations. 

1.2.  Guidance with respect to SFTs 

The current guidance is Prudential Practice Guidance SPG 227 – Successor Fund Transfers and Wind-ups 

https://www.apra.gov.au/sites/default/files/spg 227 successor fund transfers and wind-ups 0.pdf 

2. THE REGULATORY FRAMEWORK, AND APRA AS REGULATOR, DRIVING CONSOLIDATION 

Consolidation of the industry is a clear policy, with underperforming and/or unsustainable products or funds needing to look to merge with another fund. 

Given this, it is imperative that the Government, regulators and other agencies look to do what they can to ensure that the interest of members are protected, that the 

member experience is as positive as possible and that the risks and costs of performing an SFT are kept to a minimum. 

3. ISSUES AFFECTING MEMBER EXPERIENCE, AND THE RISKS AND COSTS OF EFFECTING AN SFT 

An ASFA Working Group has identified a number of issues that can detrimentally affect members’ experience, and/or increase the risk and cost of an SFT. 

Unless mitigated, these issues have the potential to detrimentally affect members – through increasing costs or delaying, or even frustrating, an SFT that may have been in 

the best interests of members. Costs ultimately are borne by the members and, as such, it is in the best financial interests of members to keep these to a minimum. 

Table 1 below provides an executive summary of issues that have the most potential to detrimentally affect members’ experience and/or increase significantly the risks and 

costs involved in implementing an SFT, including some suggestions as to potentially how they could be mitigated. 

Attached in the Annexure is 

1 some further background information with respect to SFTs 

2 some further information with respect to the issues identified in Table 1; and 

3 a table of the remaining issues identified by the Working Group (Table 2). 
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1. FURTHER INFORMATION WITH RESPECT TO SFTS 
1.1. Background with respect to SFTs 

The concept of a ‘Successor Fund Transfer’, or SFT, is simple – the transfer of members’ benefits from one superannuation fund (‘transferring fund’) to 

another fund (‘successor fund’) without needing to obtain the consent of the affected members. 

The key defining feature that differentiates a SFT from an ‘ordinary’ transfer of a member’s benefit is that it does not require the consent of the member. 

As such, generally a SFT is the only feasible method for winding-up a superannuation fund and transferring the members, and the assets underlying their 

benefits, to another super fund. 

Given the absence of member consent there is a need for member protection. In addition to being subject to the general trust law fiduciary duties with 

respect to the exercise of trust powers, duties and discretions, the legislation with respect to SFTs imposes an obligation on the trustee of the transferring 

fund to agree with the trustee of the successor fund that ‘equivalent rights’ will be conferred upon the members being transferred. 

The concept of an SFT came about with the making of the Superannuation Industry (Supervision) Regulations 1994 (SIS Regulations) – over 28 years ago when 

the industry was comprised largely of relatively small corporate super funds – and has not been materially reviewed or revised in that time. 

1.2. Legislation with respect to SFTs 

Regulation 6.29 of the SIS Regulations, as made, specified as follows: 

6.29. Except as otherwise provided by the Act, a member’s benefits in a regulated superannuation fund must not be transferred from the fund unless: 

(a) the member has given to the trustee the member’s written consent to the transfer; or 

(b) the transfer is to a successor fund. 

Under regulation 6.02 a ‘successor fund’ was defined as follows: 

successor fund, in relation to a transfer of benefits of a member from a fund (called the ‘original fund’), means a fund which satisfies the following conditions: 

(a) the fund confers on the member equivalent rights to the rights that the member had under the original fund in respect of the benefits; 

(b) before the transfer, the trustee of the fund has agreed with the trustee of the original fund that the fund will confer on the member equivalent rights to 

the rights that the member had under the original fund in respect of the benefits 

1.3. Guidance with respect to SFTs 

The current guidance with respect to SFTs is Prudential Practice Guidance SPG 227 – Successor Fund Transfers and Wind-ups 

https://www.apra.gov.au/sites/default/files/spg 227 successor fund transfers and wind-ups 0.pdf 

1.4. The regulatory framework, and APRA as regulator, driving consolidation 



ANNEXURE 

12 

  

Consolidation of the industry is a clear policy, with trustees with underperforming and/or unsustainable products or funds needing to look to merge with 

another fund. 

Frequently this is stated to be based on a consideration that a merger would be in the best financial interests of the members. 

Having said that, we have been advised of instances where products with good investment returns, where the employer bears some or all of the costs (to the 

considerable benefit of members) have been subject to pressure to consider a successor fund transfer to another fund. If this were to take place the members 

are likely to lose the benefit of the employer subsidisation and end up in a worse financial position. 

The only effective method by which to achieve a large-scale transfer of members benefits is through an SFT. 

Given this, it is imperative that the Government, regulators and other agencies look to do what they can to ensure that the interest of members are 

protected, that the member experience is as positive as possible and that the risks and costs of performing an SFT are kept to a minimum.
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3. TABLE 2 - REMAINING ISSUES IDENTIFIED BY THE WORKING GROUP 

TABLE 2 - CONTENTS 

A) SUPERANNUATION INDUSTRY (SUPERVISION) ACT 1993 AND REGULATIONS 

B) FAMILY LAW ISSUES 

C) APRA – PRUDENTIAL STANDARDS, GUIDANCE AND PRACTICE 

D) TAX ISSUES 

E) PROCEEDS OF CRIME ACTS – COMMONWEALTH AND STATE 

F) STATE LAW 

G) UK LAW 

H) REGULATORS GENERALLY 

  


























