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Dear Senator Bragg 
 
I am pleased to provide the following submission in response to the Senate Select Committee 
Inquiry on Financial Technology and Regulatory Technology.  
 
We are grateful for the opportunity to provide the Committee with input from Sargon’s perspective 
and to work with government to help to continue to develop regulatory and market conditions that 
empower FinTechs and RegTechs to leverage their innovation and expertise to drive impactful and 
long-lasting change for the betterment of Australian superannuation. 
 
Our submission addresses a number of the key questions raised in the Issues Paper regarding 
national competitiveness, in addition to key sectoral issues: Open Super; RegTech and 
superannuation; and financial advice for all Australians.  
 
We hope that you find the submission informative and useful as the Committee develops its report.   
 
If you require further information or have any questions, please contact me or Sargon General 
Counsel and Co-Founder, Fiona Borrelli at contact@sargon.com. 
 
Yours sincerely 

 
 
Phillip Kingston 
Chief Executive Officer and Founder 
Sargon   
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1. Executive summary 

Superannuation is perhaps Australia’s greatest asset. Not only has the success of superannuation 
secured sustainable retirement outcomes for millions of Australians, but it has provided a source of 
deep and stable capital that has alleviated pressure on government budgets, reduced sovereign 
debt and provided financial security to nation-building projects across Australia. 

Recent reviews, however, including The Royal Commission into Misconduct in the Banking, 
Superannuation and Financial Services Industry and Productivity Commission’s Superannuation: 
Assessing Efficiency and Competitiveness, Inquiry Report, have found many systemic 
shortcomings, particularly related to compliance practices. In the wake of these reviews, trustees 
and superannuation fund managers must find a way to deliver significantly improved compliance 
outcomes, all at a lower cost. Regulatory technology, or RegTech, is the only viable solution that 
can simultaneously address both challenges. 

RegTech’s potential to improve outcomes in superannuation can be drastically enhanced by the 
implementation of the Consumer Data Right to superannuation. The introduction of uniform 
standards and publicly available machine-readable product reference data will enable RegTech to 
deliver more efficient, productive, transparent and compliant practices across the superannuation 
industry. Moreover, a move towards ‘Open Super’ will significantly accelerate the industry wide 
uptake of RegTech and FinTech, with RegTech essentially required as an enabling platform for 
Open Super, and FinTech solutions well-placed to maximise the improved efficiencies and 
member outcomes possible under an Open Super framework. 

In this way, RegTech and Open Super can create a virtuous cycle, with RegTech enabling the 
delivery of Open Super, in turn enabling improved financial literacy and engagement through 
FinTech platforms, consumer demand, competition, and innovation in RegTech, which in turn 
further improves engagement, reporting and compliance outcomes, and so on. As such, RegTech 
and Open Super should be developed and implemented in tandem across the entire industry to 
deliver a true paradigm shift in the standards of compliance, transparency, reporting and regulation 
of superannuation. 

Australia is now poised to take the crucial first two steps towards this new paradigm, namely, by: 

● mandating the use of current best-practice compliance and reporting standards across the 
superannuation industry – supported by best-in-class technology systems, and; 

● developing uniform standards and a framework for the promulgation of machine-readable 
product reference data in superannuation. 

By doing so, Australia can seize the opportunity to implement truly world leading, 21st century 
regulatory and data infrastructure to underpin its already world-leading superannuation system. 

  

  

_______________________________________________________________________________________ 
 

Sargon Submission to Senate Select Committee Page 3 



 

The mandated use of RegTech and Open Super will deliver both more effective and robust 
compliance, reporting and regulatory oversight, and act as a springboard for further competition, 
innovation and growth within the FinTech and RegTech sectors. Additionally, transparent and 
publicly available machine-readable data will enable vastly improved financial literacy and 
engagement tools, and the delivery of truly neutral digital advice that is accessible to all – helping 
to bridge the advice gap and substantially improve outcomes for Australian retirees and the 
broader economy. 

Despite several examples of internationally leading Australian FinTech and RegTech businesses, 
more could be done to boost national competitiveness and promote effective and sustainable 
growth in these sectors. We believe FinTech and RegTech should be regarded – and funded – as 
soft infrastructure assets upon which Australia’s future economic productivity and growth will, in 
part, be built. The scope and accessibility of the R&D tax incentive scheme should be improved so 
as to promote innovation in the FinTech and RegTech systems, while we also recommend 
changes to skilled immigration practices that better promote the attraction of global talent and 
world-class entrepreneurs to address skills shortages and enhance Australia’s technology culture 
and ecosystem. 

Finally, the development of world leading data infrastructure and RegTech, together with 
Australia’s already world-leading superannuation system, presents significant opportunities for 
export. Many countries now face the same challenges of an ageing population, changing 
workforce demographics and increasing pressure on state pensions that Australia foresaw at the 
introduction of superannuation. Australia’s combination of deep superannuation industry 
experience and expertise, RegTech solutions and geographical proximity to rapidly growing 
markets in the Asia Pacific, mean it is ideally positioned to take the lead in designing and exporting 
international frameworks, standards and technology platforms for international pension systems. In 
doing so, Australia can access untapped and underdeveloped markets, generating significant 
growth opportunities for Australian RegTech businesses. 

Given the undoubted importance of superannuation to Australia’s prosperity, and the significant 
need for reform, Sargon commends the Senate Select Committee for the timeliness and scope of 
this Inquiry, and their recognition of the opportunity FinTech and RegTech present to both the 
superannuation industry and the broader Australian economy. We are grateful for the opportunity 
to provide the Committee with input from Sargon’s perspective and to work with government to 
continue to develop regulatory and market conditions that empower FinTechs and RegTechs to 
leverage their innovation and expertise to drive impactful and long-lasting change for the 
betterment of Australian superannuation. 
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2. Summary of recommendations 
Key recommendation 1: Foster increased levels of superannuation investment in FinTech and 
RegTech by treating FinTech and RegTech as ‘soft infrastructure’ assets. 
 
Key recommendation 2: Create certainty in, and widen the scope of, the R&D tax incentive 
program to deliver greater investment in innovation. 
 
Key recommendation 3: Promote the Global Talent Employer Sponsored scheme, not as an 
avenue of last resort, but a way of providing Australian businesses a quota of skilled labour 
imports based on factors such as their size and ratios of current local employment to foreign 
employment. 
 
Key recommendation 4: Introduce a targeted immigration program to incentivise world-class 
entrepreneurs in high priority industries and fields to migrate to Australia, bringing their 
ecosystems. 
 
Key recommendation 5: Support regulatory change that promotes greater competition and 
consumer choice in the superannuation sector, including expansion of the Consumer Data Right 
framework to superannuation. 
 
Key recommendation 6: Develop uniform standards and a framework for the promulgation of 
machine-readable product reference data in superannuation; enabling a transformational effect on 
financial literacy and engagement, competition, transparency and reporting in the superannuation 
industry, whilst also providing a springboard for innovation and growth in Australia’s FinTech and 
RegTech industries. 
 
Key recommendation 7: Mandate the application of current best-practice compliance and 
reporting standards across the superannuation industry – supported by best-in-class technology 
systems. 
 
Key recommendation 8: Foster a more dynamic and competitive superannuation industry to drive 
upward pressure on incumbents (see recommendations 5 and 6). 
 
Key recommendation 9: Enable RegTech to be increasingly trialled, within certain parameters, 
with exempting liabilities and without fear of repercussions. 
 
Key recommendation 10: Support Australia in taking a global leadership role in developing 
sustainable international pension systems, backed by robust RegTech platforms and best practice 
governance structures, in the process, facilitating significant export opportunities for Australian 
superannuation, FinTech and RegTech businesses. 
 
Key recommendation 11: Place top-down pressure on the superannuation industry to widely 
adopt automated digital advice platforms to bridge the advice gap, drive early engagement and 
improve retirement outcomes for Australians.  
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Sargon Submission to Senate Select Committee Page 5 



 

 
Key recommendation 12: Support ASIC to update RG255 with current guidance for funds that 
describes best practice delivery of automated advice – including frameworks for record keeping, 
audit trails, supervision and risk management. 
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3. Introduction to Sargon 
Sargon provides financial institutions and entrepreneurs with the technology and trustee cloud 
infrastructure they need to successfully build and grow investment funds and financial products. 
Our powerful combination of technology and industry experts navigate regulatory complexity, 
security and compliance to ensure our clients can focus on their customers and growth.  

Sargon operates across Australia, New Zealand and Hong Kong. Our clients trust our team of 
deeply experienced experts and technology with over $55 billion in assets under trusteeship and 
supervision across our corporate trust, responsible entity, and retirement and superannuation 
trustee services. Our difference sits at the intersection of our licensing, technology and experts. 
We believe this powerful combination can facilitate operational and compliance tasks more 
efficiently and effectively, at scale, while also improving the experience and financial outcomes for 
our clients, and their members and investors. 

Along with Afterpay and Zip Co, Sargon received a Leadership Award recognising innovative 
companies with a strong growth track record and revenue over $50 million in the 2019 Deloitte 
Technology Fast 50 Awards on 20 November 2019, as well as a Technology Fast Female Award. 

When we launched a superannuation fund in 2013, we encountered a broader industry burdened 
by unnecessary complexity, structural conflicts, bureaucracy and legacy infrastructure, and we 
found we weren’t the only ones held back by these constraints. Other fund managers and financial 
product providers told us they were also feeling the weight of increasing compliance and 
administrative obligations, and the tension between remaining compliant while also focused on 
growth. So, with backing from significant global investors, we founded Sargon to provide a 
dynamic response to the regulatory complexity and cumbersome systems that hindered growth 
and burdened much of the retirement and investment industry in Australia, and beyond.  

Sargon’s full-stack trustee technology solution – the Sargon Trustee Cloud (STC) – delivers 
operating efficiencies and scale, lowers costs, reduces systemic risk and improves compliance 
outcomes – enabling funds to focus on their members and growth. From a modern collaborative 
workspace that efficiently manages funds, to data centric operations; streamlined payment 
processes; an enterprise platform for digital advice and investor engagement; simplified and 
automated fund disclosure management; and proactive monitoring and compliance powered by 
machine learning, the STC offers a range of technology solutions that can transform the way 
pension and investment funds operate. 

The STC will launch as a Software as a Service (SaaS) offering for superannuation trustees in 
Australia and KiwiSaver supervisors in New Zealand in early 2020. It has previously only been 
available to funds for which Sargon is a trustee, with the exception of its digital advice platform, 
Decimal. While Sargon is currently trustee of 16% (22 of the 136) of the public offer 
superannuation funds in Australia, the expansion of our SaaS model to include our full product 
suite will mean that all superannuation funds can access Sargon’s six proprietary technology 
products through licensing arrangements.  
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The operation of pension and investment funds is inherently complex, and this complexity and its 
associated cost only continues to grow under an increasing regulatory burden. Given that 
Australian superannuation members’ fees now exceed $30 billion per year, improving efficiencies 
and reducing the operating cost of funds represents a significant opportunity. We believe that 
innovative FinTech and RegTech can transform the way the industry works, delivering better 
outcomes for members and investors in a post-Hayne world.  
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4. National competitiveness issues 
In an era increasingly defined by ‘winner-takes-all’ markets, dominated by global companies, it is 
imperative that Australia’s technology ecosystem becomes more competitive, globally. The 
importance is compounded as FinTech and RegTech converges with the broader financial services 
industry. There are significant opportunities in FinTech, RegTech and superannuation, and the 
issues that help to determine our competitive position as a nation, with the potential to unleash 
effective and sustainable growth across the broader Australian economy and minimise the risk of 
failure to comply with regulatory requirements. The recent Royal Commission into misconduct in 
the Banking, Superannuation and Financial Services Industry has highlighted just how crucially 
important this is and will continue to be.  

4.1 Capital and funding 

The introduction of Australia’s mandated defined contribution pension system, known locally as 
superannuation, was a response to mounting pressure on Australia’s age pension that naturally 
resulted from an ageing population. However, forcing workers to save for their retirement, and 
ensuring their savings benefitted from the magic of compound growth, not only transformed 
retirement outcomes for citizens, it also transformed the domestic economy.  

The mandated savings created a large, dependable and 
growing domestic capital base from which Australia could 
invest. Despite its relatively small population, Australia’s 
pension system is now the fourth largest in the world, 
having grown at an average of 12.1% per annum over the 
past 20 years.  In this time, Australia’s retirement savings 1

have directly funded countless infrastructure projects, 
quite literally building some of the world’s most liveable 
cities and providing a huge boost to domestic productivity. 

What’s more, the large amounts of available local capital in 
superannuation funds acted as an unparalleled stimulus to 
the domestic economy. Investment of superannuation 
savings provided significant inflows to the economy, 
lowering the cost of fundraising for Australian companies 

and reducing the reliance on foreign investment.  Domestic investment drove growth, with 2

Australia’s stock exchange ranking second, globally, for total returns to shareholders since 
superannuation was introduced,  compounding the benefit to shareholders who invested their 3

capital alongside pension funds, supercharging the local economy.  

1 Global pension assets study. Willis Towers Watson. 2018. 
2 Superannuation and the economy. The Association of Superannuation Funds of Australia (ASFA). June 2015. 
3 The Long View on Australian Equities. Marion Kohler, Reserve Bank of Australia. 31st Australasian Finance and Banking Conference, 
2018. 
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Whilst there are many success stories of superannuation capital funding critical national 
infrastructure, more could be done. Used effectively, pension funds can act as a source of deep, 
patient and stable capital that alleviates pressure on government budgets, reduces sovereign debt 
and provides financial security to nation-building projects that directly serve the needs and lives of 
citizens. Essentially, superannuation funds can and should act as a vehicle to mobilise the capital 
of investors to stimulate rapid economic development for the broader benefit of society.  

We believe FinTech and RegTech should be regarded as a ‘soft’ infrastructure asset that, similar to 
hard infrastructure, requires upfront capital expenditure and maintenance, and provides a platform 
for improved productivity and economic growth. As we discuss later in this submission, initiatives 
such as Open Super, in conjunction with increased competition and regulatory pressure, can 
encourage widespread adoption of FinTech and RegTech across the superannuation industry and 
we welcome the Federal Government’s attempts to foster innovation and growth in domestic 
companies providing these solutions.  

A happy consequence of a close working relationship between the superannuation and FinTech 
and RegTech industries will likely be a greater understanding of such technologies by the same 
super funds that hold the keys to much of the nation’s capital. Unlocking access to this capital will 
not only enable further investment in Australia’s financial infrastructure, but also provide growth 
capital for Australian FinTech and RegTech businesses to export their leading technologies to 
rapidly growing markets worldwide.  
 

 
 

4.2 Tax: encouraging R&D investment  

As noted in this Inquiry’s Issues Paper, Australia’s research and development expenditure is 
significantly less than that of other Organisation for Economic Co-operation and Development 
(OECD) countries.  

Operating since 2011, Australia’s research and development (R&D) tax incentive has now reached 
a reasonable stage of maturity. Despite several incremental improvements in this time, significant 
issues are yet to be resolved. Documentation submission requirements remain extremely onerous, 
demanding extensive upfront planning and substantiation. In practice, these requirements 
effectively force R&D programs to be fixed in advance – limiting the flexibility and agility inherent in 
effective R&D. 

Identifying eligible activities after they have been progressed can seem almost impossible – 
regardless of whether they were fully eligible – meaning businesses cannot effectively plan or 
forecast the R&D incentive into their budget. The costs associated with applying for the scheme, 
only later to have to again retrospectively justify eligibility, can even outweigh the benefits of the 
incentive. 
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We note the proposed Part 2 to Schedule 3 of the Treasury Laws Amendment (Research and 
Development Tax Incentive) Bill 2019 – as recommended by the 2016 Department of Industry, 
Innovation & Science review  – granting Innovation & Science Australia the mandate to issue public 4

guidance as to the application and interpretation of the R&D tax incentive scheme, and consider 
this to be a good first step towards addressing the lack of clarity or consistency in the applied 
definition of eligible R&D activities. However, more can be done to improve access to R&D 
incentives. 

In this vein, we welcome the Federal Court ruling in Moreton Resources Limited v Innovation and 
Science Australia [2019] FCAFC 120 – recognising that bringing together “existing technologies” 
can meet legislative requirements to demonstrate “new knowledge” within a core R&D activity. 
Whereas the applicable definition of “innovation” has historically had a very strong dependency on 
innovation emerging from scientific experimentation, the court’s reasoning in allowing Moreton’s 
appeal shows a welcome appreciation of the fact that innovation does not solely arise from testing 
new hypotheses, but may also arise in applying or combining existing technologies for new 
applications. 

Such an approach would meet the aims of the program in fostering other potentially innovative 
activities, including automation of manual tasks by software, which may themselves have spillover 
benefits with comparable macroeconomic effects to more traditionally ‘scientific’ innovation. 
However, the Federal Court’s judgment remains subject to interpretation by the Administrative 
Appeals Tribunal and Innovation & Science Australia, and thus uncertainty remains. We 
recommend Innovation & Science Australia support the Federal Court’s interpretation of ‘core R&D 
activities’, and utilise its proposed guidance ambit to proactively clarify this position through a 
determination.  

 

4.3 Skills and talent 

A talent gap currently exists for many high-growth Australian companies. At Sargon, we have seen 
major skills gaps for C-suite roles in technology enabled companies, in addition to marketing and 
technical talent for software engineering, product engineering and other roles. To address these 
skills gaps, Sargon has engaged agents and recruiters, and received approval as a standard 
business sponsor under the Temporary Skills Shortage Scheme. 

The current program, however, suffers from static and outdated role descriptions that do not 
reflect the modern and rapidly changing business environment. Additionally, talented candidates 
can be required for more generalist roles that do not fit simply into a single ‘box’.  

Given the pace of development in the technology industry, the value-creation made possible by 
recruiting the best talent and the global demand for their services, Australian technology 

4 Innovation and Science Australia: Performance Review of the Australian Innovation, Science and Research System 2016. 
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businesses must be able to employ a fast and agile approach to recruitment. Unfortunately, this 
approach is prevented by the slow and cumbersome nature of the current system. Perversely, this 
can even create a negative selection bias, where candidates that can wait around for the weeks 
and months required are often not the best option. 

A better system, we believe, would be to provide each business a quota of skilled labour imports 
based on their size, track record and ratios of current local to foreign employment. This system 
would reduce red-tape, government spending and delays, enabling employers to act quickly to 
attract and recruit the best talent worldwide. Crucially, such a system would create clarity for 
businesses, putting the company, rather than government, firmly in control of their own destiny. 
Importantly, this approach would ensure the vast majority of jobs for locals are protected, while 
also making it possible to supplement local talent with global talent, helping to build the tech 
sector as a whole through the mutual exchange of skills and knowledge. 

Such a system may be built upon the groundwork of the Global Talent – Employer Sponsored 
(GTES) scheme. However, for this to work, the GTES scheme must be more effectively promoted, 
with clear guidance provided by the Department of Home Affairs, and not treated as a ‘last resort’ 
that is only accessible if a business can prove it cannot fill the roles in question through the 
Temporary Skill Shortage (TSS) visa or other schemes.  

 

4.4 Culture 

Nurturing a culture that celebrates both failure and success 
is imperative to accelerating the growth of Australia’s tech 
community. Attracting proven global leaders from 
successful tech ecosystems from around the world would 
allow Australia’s founders the opportunity to be mentored in 
behaviours that are conducive to a thriving startup culture – 
one that does not underplay its achievements, and rather, 
unashamedly promotes it. 

With access to a collection of world-class entrepreneurs, 
Australian companies could draw upon, and look to emulate 
cultural best practice, emboldening founders to embrace a 
sense of urgency, while embracing healthy competition and 
supporting rival companies. Cultural change is not a simple process, but with the right policy 
settings and a laser-like focus on shifting the paradigm, it is possible to reduce the current cultural 
barriers the Australian startup ecosystem faces. Without this change, Australian startups will 
continue to operate at a disadvantage on the global stage. 

_______________________________________________________________________________________ 
 

Sargon Submission to Senate Select Committee Page 12 



 

Facilitating the entry of global thought leaders into the Australian startup sphere through a targeted 
immigration program could help to shift entrenched cultural norms and promote a ‘success 
culture’ and entrepreneurial spirit. In this respect, we support the recently-launched Global Talent 
Independent (GTI) visa program, and encourage the government to commit to allocating sufficient 
resources to promote this scheme over its life. We also encourage the government to consider 
opening the scheme for applications, supported by domestic referrals, as opposed to maintaining 
the scheme as invitation-only. 

 

4.5 Regulation: reducing barriers-to-entry in the financial 
sector 

Following a series of reviews, regulatory change and intense media scrutiny, Australian 
superannuation finds itself at a critical juncture. As many incumbents desperately seek further 
efficiencies and scale, it is essential that competition is promoted – not only for the health of the 
superannuation industry, but for the financial sector as a whole. We should strive to create a 
superannuation industry that is dynamic, innovative and agile.  

A sector that involves companies entering markets and 
pursuing new ideas at a rapid pace; quickly developing and 
adopting new technologies and ways of working to deliver 
better outcomes to members and society more broadly. 

We are inherently optimistic that this vision for superannuation can be realised. Success, however, 
will likely be determined by the strength of competition in the sector. This competition will occur 
when barriers to market entry remain low, allowing companies that bring fresh products and ideas 
to permeate the market. RegTech’s critical contribution to enable this competitive and dynamic 
environment, as we discuss in section 5.2 of this submission, is to deliver highly efficient, effective 
and scalable compliance solutions. The provision of RegTech under a SaaS arrangement, or 
through outsourced trusteeship, decouples operational efficiency and scale. Crucially, this means 
that new entrants and small funds can offer alternative products to the consumer, without any 
associated sacrifice to member outcomes.  

The Consumer Data Right framework 

We commend the government on the introduction of the Consumer Data Right (CDR) framework, 
under which we are hopeful that superannuation will be designated a relevant sector by the 
Minister. The CDR in superannuation is both necessary and desirable because the best products 
and services will increasingly be designed by data-driven functions and insights. 
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A report into open data by the McKinsey Global Institute  considered its impact on areas of 5

consumer finance, including retail banking and insurance. In both categories, it was found that 
open data could be used to improve the design and pricing of products, and help consumers to 
make better-informed decisions. We have already witnessed these benefits with the rise of 
neobanks such as Xinja, where CEO and Founder, Eric Wilson has called open banking the 
“lifeblood” of a neobank that “short-circuits the big six’s ability to monopolise the industry”.  6

We envisage that the introduction of the CDR to superannuation would result in an increased 
stratification of superannuation products engineered to maximise member outcomes by 
specifically targeting certain factors. This would not be the case without the CDR in 
superannuation, as industry incumbents would hoard the data necessary for the development of 
new products, stymying innovation and breeding complacency. 

Innovative regulation 

We believe the proactive and facilitative approach of ASIC’s Innovation Hub represents excellent 
regulatory engagement, particularly in such a rapidly developing field as FinTech. We therefore 
support its continued development and are in favour of further measures to extend this approach 
to regulator engagement. 

 

   

5 Manyika, Chui, Groves, Farrell, Van Kuiken and Doshi, Open data: Unlocking innovation and performance with liquid information 
(McKinsey Global Institute, McKinsey & Company), 
https://www.mckinsey.com/~/media/McKinsey/Business%20Functions/McKinsey%20Digital/Our%20Insights/Open%20data%20Unloc
king%20innovation%20and%20performance%20with%20liquid%20information/MGI_Open_data_FullReport_Oct2013.ashx (October 
2013). 
6 Dunn J., Open banking let neobanks target niche customers (The Australian Financial Review, 2019), 
https://www.afr.com/companies/financial-services/open-banking-lets-neobanks-target-niche-customers-20190806-p52eiu (8 August 
2019).  
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5. Specific sectoral issues 

5.1 Open Super 

An engaging problem 

In the current environment of rapid and marked legislative change surrounding superannuation 
(and financial services generally), one key market failure has established itself as an obstacle at 
every turn: poor levels of member engagement and understanding. Despite being a key strategic 
priority for funds since at least the time of the Stronger Super reforms,  and itself the subject of 7

numerous legislative agendas, poor member engagement remains a critical limiting issue 
preventing true progress across much of the superannuation industry. 

In recent history, disclosure has often been considered to be the principal means of promoting 
member understanding – the reasoning being that providing members with suitable information 
about their investments would precipitate better engagement. To this end, the 2015 reform of ASIC 
RG97 sought to ensure “that the fees and costs disclosed to investors are accurate and that fees 
and costs are disclosed more consistently across the industry”, as “accurate and consistent fees 
and costs disclosure is extremely important for consumers when making decisions about their 
superannuation and managed investments”.  8

These reforms were immediately met with some controversy, particularly regarding product issuer 
discretion and shortcomings in fee and cost comparisons across different product classes.  As a 9

result, deadlines for compliance were extended.  Further reforms were undertaken in 2017, 10

marking the fourth revision of the Regulatory Guidance, and yet further reviews commenced 
almost immediately, leading to industry fatigue.  11

It is, however, understandable that ASIC has had to undertake so many regulatory iterations in this 
area. As Darren McShane stated in his review, “in an area driven by the need for consistency to 
facilitate comparability, more rather than less detail is required [... however] there is no simple 

7 See, for example, the data compiled in the ASFA/PwC CEO Superannuation Survey 2014 
<https://www.pwc.com.au/industry/superannuation/assets/asfa-pwc-ceo-survey-nov14.pdf>, wherein of 40 super fund CEOs surveyed 
member engagement was identified as a key strategic priority.  
8 ASIC, 15-350MR ASIC updates guidance for fee and cost disclosure requirements for superannuation and managed investment 
products, 24 November 2015 
<https://asic.gov.au/about-asic/news-centre/find-a-media-release/2015-releases/15-350mr-asic-updates-guidance-for-fee-and-cost-di
sclosure-requirements-for-superannuation-and-managed-investment-products/>. 
9 See, for example, SuperRatings’ report to the Australian Institute of Superannuation Trustees on RG97, dated December 2016 
<https://www.aist.asn.au/getattachment/Media-and-News/News/2016/RG97-Disclosing-fees-and-costs/aist-17rg97researchreport_-_1
223_16-10-2016.pdf.aspx> 
10 Don Purves, ‘ASIC and super funds at loggerheads over RG 97’, Investment Magazine, 24 February 2017 
<https://www.investmentmagazine.com.au/2017/02/asic-and-super-funds-at-loggerheads-over-rg-97/>. 
11 Geoff Sanders, Stephanie Malon and Katerina Dandanis, ‘ASIC consultation on fees and costs disclosure reform following expert 
review’, Allens Insights, 18 March 2019 
<https://www.allens.com.au/insights-news/insights/2019/03/unravelled-asic-consultation-on-fees-and-costs-disclosure/>. 
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solution in such a technically challenging area”. This is particularly so when such a level of detail 
may often overwhelm or confuse members.  12

 

As the Productivity Commission noted, a lack of member 
understanding of super reflected broader trends – 
approximately 30% of Australians have low financial 
literacy, and a quarter do not understand basic financial 
concepts.  Perhaps for these reasons, as the recent joint 13

ASIC - Dutch Authority for the Financial Markets study 
discovered, as many as 80% of consumers do not read 
the Product Disclosure Statements for products they 
acquire and even those that did found difficulties in 
understanding the documents due, in no small part, to 
their excessively technical and legalistic nature.  14

Simultaneously, as the Productivity Commission astutely 
observed: 

 

“Poor data result in poor transparency, which leaves regulators and ultimately members in                         
the dark as to what they are really paying for, and makes it harder for engaged members to                                   
compare products and identify the best-performing funds. This suppresses competitive                   
pressure on the demand side, and gives rise to the perverse risk of worse outcomes for                               
members who do get engaged. Poor data also suppress competitive pressure on the supply                           
side, as any fund seeking to assiduously benchmark against its peers would struggle to do                             
so.”  15

Various attempts have been made to address the issue of poor data and transparency. Treasury 
has legislated to require superannuation product issuers to undertake, and publicise, annual 
‘outcomes assessments’ to self-assess their delivery of quality member outcomes and to publicise 
underlying investments within their portfolios,  while ASIC has released a further-revised version 16

of RG 97, to come into effect from September 2020.  It remains unclear, however, as to whether 17

further disclosure requirements will be beneficial. Irrespective of whether or not the data is more 

12 Darren McShane, ASIC REP 581 Review of ASIC Regulatory Guide 97: Disclosing fees and costs in PDSs and periodic statements, 
24 July 2018 <https://download.asic.gov.au/media/4824186/rep581-published-24-july-2018.pdf>. 
13 Productivity Commission, Superannuation: Assessing Efficiency and Competitiveness, Inquiry Report No. 91, 21 December 2018, 
<https://www.pc.gov.au/inquiries/completed/superannuation/assessment/report/superannuation-assessment.pdf>, p 21. 
14 ASIC, REP 632 Disclosure: Why it shouldn’t be the default, 14 October 2019 
<https://asic.gov.au/regulatory-resources/find-a-document/reports/rep-632-disclosure-why-it-shouldn-t-be-the-default/>, p 20. 
15 Productivity Commission, Superannuation: Assessing Efficiency and Competitiveness, Inquiry Report No. 91, 21 December 2018, 
<https://www.pc.gov.au/inquiries/completed/superannuation/assessment/report/superannuation-assessment.pdf>, p 28. 
16 Treasury Laws Amendment (Improving Accountability and Member Outcomes in Superannuation Measures No. 1) Act 2019 (Cth), 
Schedules 1 and 7.  
17 ASIC, 19-328MR ASIC releases updated RG 97 on fees and cost disclosure, 29 November 2019, 
<https://asic.gov.au/about-asic/news-centre/find-a-media-release/2019-releases/19-328mr-asic-releases-updated-rg-97-on-fees-and-
cost-disclosure/>. 
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material, it will be of limited use in an environment where 80% of members would not read it, and a 
significant portion of members who would, are not financially literate. 

The promise of data 

In this context, we are intrigued by the suggestion noted in the Select Committee’s Issues Paper, 
that “making product reference data in relation to superannuation funds publicly available in a 
machine-readable format would be a good first step”.  

We consider that this has nigh-immeasurable potential for 
transforming the state of the superannuation market – the 
first step towards ‘Open Super’. 

Machine-readable product reference data could provide clear, objective information on 
superannuation product features, fees and costs, in a manner governed by clear technical 
standards, presenting a single source of truth for all stakeholders. This would in turn pave the way 
for digital advice platforms to cut through the technical and legalistic disclosures and the more 
complex aspects of superannuation, and instead present to customers, clear, readily digestible 
information and recommendations. 

Benefits of open super 

Benefits for members 

Lack of clear and accessible data on fees and costs, and moreover other reference data such as 
product features and performance, engenders member disengagement. As noted by the 
Productivity Commission, less than 10% of members switch funds in any given year. Moreover, 
even after the Stronger Super reforms and introduction of MySuper, close to 60% of members do 
not understand their fees and charges, and 40% do not understand basic investment options.  18

This problem arises from the inherent complexity of superannuation products. As a long-term 
investment for retirement, underlying asset allocations are diverse, each bearing their own 
individual features, fees, and costs. Irrespective of how prescriptive disclosure of such data is 
made, ultimately members are left to navigate the web and calculate the impact of such disclosed 
fees and costs on their own investment, both in terms of present cost and long-term implications. 

At present, the only option available to consumers struggling to understand this labyrinthine 
system is to seek financial advice. However, not only are current advice practices often considered 
to be conflicted or of low quality, it appears increasingly likely that a combination of factors 
including the ending of grandfathered remuneration and the imposition of Financial Advisor 
Standards and Ethics Authority (FASEA) standards will result in a significant gap in the availability 

18 Productivity Commission, Superannuation: Assessing Efficiency and Competitiveness, Inquiry Report No. 91, 21 December 2018, 
<https://www.pc.gov.au/inquiries/completed/superannuation/assessment/report/superannuation-assessment.pdf> p 23. 
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of affordable, compliant, and reliable financial advice to Australians  – despite financial advice 19

being desired by approximately 68% of Australians.  20

Machine-readable product reference data would 
empower automated advice to provide this service in a 
cost-effective manner, independent of superannuation 
funds, thereby providing truly neutral advice, free of 
the structural conflicts inherent in much of the industry. 
What’s more, by developing and utilising rules-based 
compliance algorithms in the process of providing 
such advice, RegTech could ensure advice was 
robustly consistent and compliant, remedying noted 
defects in current forms of advice provision.  21

Recent ASIC research showed that while only 1% of 
participants had used digital advice, 37% of 
participants who had recently thought about getting 
financial advice but had not gone ahead were open to 
using digital advice.  While lack of awareness or 22

understanding of digital advice offerings is certainly a contributing factor, current delivery 
mechanisms for digital advice are also limited by the absence of an equivalent to the Consumer 
Data Right. 

Commentary on digital advice, while identifying its potential value in filling the advice gap, notes                             
the current provision of advice is limited in what it can do, predominantly because it is often                                 
provided directly through super funds. Expanding the CDR to superannuation would enable                       23

FinTechs and RegTechs to offer independent, direct-to-consumer tools and products, empowering                     
consumers to better understand their options outside of their existing fund. 

Benefits for industry 

Machine-readable product reference data’s role in facilitating data quality, transparency, and 
accessibility would also be beneficial for superannuation industry participants, fostering the 
development of consistent, robust data sources through which to assess service providers and 
benchmark one’s own product offering against the market. This not only represents best practice 

19 See: Adrian Flores, ‘Is FASEA leading to an adviser exodus?’, Independent Financial Adviser 21 January 2019 
<https://www.ifa.com.au/editorial/26400-is-fasea-leading-to-an-adviser-exodus>. 
20 ASIC REP 627 Financial Advice: What consumers really think, p 5. This report also noted cost as the biggest barrier. 
21 See: ASIC REP 632 Disclosure: Why it shouldn’t be the default, p 16, where ASIC assessors rated only 3% of sampled advice as 
‘good’. 
22 ASIC REP 627 Financial Advice: What consumers really think, p 5. 
23 See: John Collett, ‘Eight of 10 Australians don't get financial advice. Is technology the answer?’, The Sydney Morning Herald, 8 
September 2017 
<https://www.smh.com.au/money/planning-and-budgeting/eight-of-10-australians-dont-get-financial-advice-is-technology-the-answer-
20170907-gyctqt.html>; Elizabeth Fry, ‘Super funds look to AI to improve member engagement’, Investment Magazine, 15 March 2019 
< https://www.investmentmagazine.com.au/2019/03/super-funds-look-to-ai-to-improve-member-engagement/>. 
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in striving for excellent member outcomes, but is in fact required by the Improving Accountability 
and Member Outcomes in Superannuation Reforms.  24

Similarly, superannuation trustees are constantly seeking better ways to deliver comprehensible 
and illuminative product information and advice to their members. To this end, 61% of funds 
surveyed recently stated their intention to increase their utilisation of digital advice solutions in the 
near future.  The widespread adoption of digital advice would be substantially assisted by the 25

availability of robust and objective machine-readable data sources. 

FinTechs and RegTechs capable of developing solutions for the input, collation, and analysis of 
these objective data sources will therefore be able to expand their total addressable markets by 
several orders of magnitude through gaining access to Australia’s soon-to-be $3 trillion dollar 
superannuation industry. 

Benefits for regulators 

Similarly, a lack of transparent, robust and available data has hampered regulatory efforts to 
assess and monitor the industry. ASIC’s industry review of fees and costs, culminating in REP 398,

 relied upon manual inspection of product disclosure statements – an incredibly manual and 26

inefficient process for an industry with an excess of 200 public-offer funds and several thousand 
disclosure documents. Subsequent to this review, ASIC is yet to determine an appropriate 
framework for fee and cost disclosures for ‘platform products’, given the complexity and volume of 
data involved – a problem machine-readable data and digital automation are well-suited to 
address. 

Notably, in Darren McShane’s subsequent review of RG 97,  one of his key recommendations was 27

to undertake a feasibility study into the development of a consumer comparison tool, a 
recommendation that ASIC did not adopt.  APRA has attempted to produce some publicly 28

available product comparison data by way of their MySuper heatmaps, however these have 
already faced significant controversy,  particularly regarding their lack of transparency as to the 29

methodology.  APRA has already acknowledged the significant additional costs that would be 30

associated with an expansion of the heatmap project to the broader and more diversified choice 
product offering.  31

24 Treasury Laws Amendment (Improving Accountability and Member Outcomes in Superannuation Measures No. 1) Act 2019 (Cth), 
Schedules 1 and 7. 
25 ASIC REP 639 Financial Advice by Superannuation Funds, 3 December 2019 
<https://download.asic.gov.au/media/5395538/rep639-published-3-december-2019.pdf>. 
26 ASIC REP 398 Fee and cost disclosure: Superannuation and managed investment products, July 2014 
<https://download.asic.gov.au/media/1344620/rep398-published-8-July-2014.pdf>. This report precipitated the 2015 RG 97 reforms. 
27 Darren McShane, ASIC REP 581 Review of ASIC Regulatory Guide 97: Disclosing fees and costs in PDSs and periodic statements, 
24 July 2018 <https://download.asic.gov.au/media/4824186/rep581-published-24-july-2018.pdf>. 
28 Geoff Sanders, Stephanie Malon and Katerina Dandanis, ‘ASIC consultation on fees and costs disclosure reform following expert 
review’, Allens Insights, 18 March 2019 
<https://www.allens.com.au/insights-news/insights/2019/03/unravelled-asic-consultation-on-fees-and-costs-disclosure/>. 
29 Mike Taylor, ‘APRA needs to get heat maps rights before going public’, Super Review, 28 November 2019  
<https://www.superreview.com.au/news/superannuation/apra-needs-get-heat-maps-right-going-public>. 
30 Mike Taylor, ‘APRA reluctant to name heatmap advisers’, Super Review, 5 December 2019 
<https://www.superreview.com.au/news/superannuation/apra-reluctant-name-heatmap-advisers>. 
31 Mike Taylor, ‘APRA choice heatmaps will come at a cost’, Super Review, 3 December 2019 
<https://www.superreview.com.au/news/superannuation/apra-choice-heatmaps-will-come-cost>. 
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Machine-readable product data would facilitate the 
automation of data collation, raise the standard of data 
quality, and support more effective analysis of product 
performance, thereby rendering such immense, yet 
necessary, projects more approachable. 

At the moment there is no consistent requirement around the provision of data and this should be 
rectified with a view to mandating the lifting of standards and best practice. 

Benefits for taxpayers 

In light of the findings of the Productivity Commission and Royal Commission, ASIC was provided 
in excess of $400 million in additional funding, with $69.9 million specifically apportioned to acting 
as primary superannuation conduct regulator, including focusing on underperforming funds. 
Similarly, APRA’s budget was increased by $117 million. In circumstances where regulators are 
required to undertake manual product disclosure statement reviews in order to compile product 
reference data, there are clear opportunities to increase cost efficiency, and therefore returns for 
the taxpayer, by bringing Australia’s superannuation product disclosure standards into the 21st 
century. 

Barriers to opening super 

Any attempt to create an environment where superannuation disclosure standards center around 
machine-readable product reference data would of course constitute a significant project. In order 
to establish clear, objective and effective reference standards for the production, presentation, and 
communication of product reference data, consultation with stakeholders both inside the 
superannuation and financial services industry and the broader FinTech market would be required 
in collaboration with government and applicable regulators. This will likely prove challenging, 
particularly given the pace of technological development and the state of flux in the financial 
services regulatory sphere. 

Nonetheless, Open Super presents an opportunity to 
leverage the core capabilities of FinTech and 
RegTech solutions to tackle fundamental issues 
facing the superannuation sector in Australia. It is 
essential for Australia to seize this opportunity in 
order to develop world-leading data infrastructure to 
match Australia’s world-leading superannuation 
system. By doing so, Australian superannuation 
would both address current shortcomings and 
redesign its underlying infrastructure with a view 
towards future advancements – in other words, the 
core of the concept of Open Super. 
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It should also be noted that, while Open Super may be a paradigm shift, in many respects, it is 
quite definitively an evolution, and not a revolution. Many of the frameworks and principles 
underlying the concept already exist – for example, it is arguably easier for a consumer to roll over 
their super than it is to port a phone number or change banking providers, and exit barriers have 
been further reduced now that Protecting Your Super has banned exit fees. Similarly, the 
Productivity Commission throughout their report noted increased competition as a method through 
which costs could be reduced and outcomes could be improved. Perhaps the greatest limiting 
factor in increasing competition to date has been a lack of member engagement – a problem for 
which we now have technological solutions. 

Additional potential outcomes 

Machine-readable product reference data may also synchronise with other data sources, such as 
the ATO’s Superstream and Supermatch systems, enabling FinTech solutions to compile and 
collate all information applicable to a given Australian about their super, across all products held in 
their name. Such a solution would be particularly invaluable given the interplay between changing 
employment patterns and Australia’s employer-default fund system. 

Consider a case study: in both the Protecting Your Super and Putting Members Interests First 
reforms, passed this year, the existence of unintended multiple accounts was considered a key 
problem area, particularly regarding erosion of member balances by unintended duplication of 
insurance coverage or excessive fees and costs on low member balances. 

ASIC’s public correspondence to trustees regarding member communications surrounding these 
changes specifically noted the importance of providing members with context around the reforms 
and directing members to the ATO resources to discover their other superannuation accounts.  32

However, while the ATO resources enable members to determine what other superannuation 
holdings they may have, this information is limited to the existence of their accounts, and their 
balances therein. To determine insurance coverage, or what fees they are paying, members are 
still left to navigate disclosure documents that are rendered inaccessibly complex due to technical 
regulatory requirements, leaving them with minimal useable information. Imposition of the 
consumer data right into Open Super, including, but not limited to, requiring product reference 
data to be machine-readable, would facilitate the development of FinTech-enabled tools through 
which members could readily digest and compare that information across funds, thereby placing 
members in a much stronger position from which to make a decision. 

Sargon’s role 

Sargon’s unique market offering includes industry-leading full-stack trustee technology.  We’ve 33

developed proprietary and innovative RegTech infrastructure, from customer-facing APIs to 
backend trustee workflow management systems and AI-driven compliance tools. Sargon is 

32 ASIC, Member communications in relation to: Treasury Laws Amendment (Putting Members’ Interests First) Act 2019 (PMIF) and 
Treasury Laws Amendment (Protecting Your Superannuation Package) Act 2019, 29 October 2019 
<https://download.asic.gov.au/media/5329160/asic-letter-to-superannuation-trustees-29-oct-2019.pdf>. 
33 David Swan, ‘Sargon solution to cut costs for super trustees’, The Australian, 2 December 2019 
<https://www.theaustralian.com.au/business/technology/sargon-solution-to-cut-costs-for-super-trustees/news-story/cc9997bb1b262a
524fda50775307bdd4>. 
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product-agnostic, and as such, can leverage our expertise and technological solutions to work 
with all stakeholders to usher the paradigm shift from today’s opaque and asymmetric information 
environment to the efficient, transparent, and equitable operating environment possible under 
Open Super. 

 

5.2 RegTech and superannuation 

Superannuation is not only a pillar of Australia’s retirement system; it is one of Australia’s greatest 
national assets. At nearly $3 trillion and growing, superannuation is possibly Australia’s largest 
resource pool; already worth a trillion dollars more than the entire Australian Securities Exchange. 

Despite the success of the Australian superannuation industry, recent reviews, including The Royal 
Commission into Misconduct in the Banking, Superannuation and Financial Services Industry and 
the Productivity Commission’s Inquiry Report, Superannuation: Assessing Efficiency and 
Competitiveness, have found many systemic shortcomings. As Commissioner Hayne stated: “too 
little attention has been given in Australia to regulatory, compliance and conduct risks.”  Poor 34

compliance was often revealed to be systemic, driven by a combination of antiquated systems, 
structural conflicts, culture, poor transparency, disconnected and siloed workflows, and human 
error, amongst other factors. 

Facing the simultaneous challenges of an increasing regulatory burden and a focus on lower fees, 
trustees and fund managers must find a way to address these issues to deliver enhanced 
compliance outcomes, all at a lower cost or at least without increasing fees. Regulatory technology 
(RegTech) is the industry’s only viable solution. Not only can RegTech deliver the requisite 
improvement in compliance practices without the additional cost overlay that would otherwise be 
needed, the efficiencies generated can also lead to substantial cost savings. The implementation 
of RegTech therefore represents a win-win for the industry, ultimately ensuring members’ best 
interests are served by enabling improved compliance standards and reduced costs and fees. 

In this section of Sargon’s submission, we take a closer look at how RegTech can deliver improved 
transparency, regulation and outcomes for superannuating Australian citizens; what barriers exist 
for superannuation funds to realise the potential of RegTech; and how Australia can play a leading 
role in developing international pension systems, creating significant opportunities for export and 
growth for Australian RegTech businesses. 

34 Royal Commission into Misconduct in the Banking, Superannuation and Financial Services Industry, 2019, Volume 1. 
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The scope for RegTech in superannuation 

RegTech’s potential for superannuation is vast, promising to deliver more effective compliance 
processes; enhanced operational efficiency; cost savings; transparency; more efficient and 
effective regulatory oversight; and a platform for collaboration, innovation and growth. 

Robust compliance 

A renewed mandate for regulators ,  coupled with the ever-growing scale and influence of 35 36

superannuation capital, means superannuation funds and trustees must adapt to a greater 
emphasis on compliance and transparency, with severe penalties for failure. 

The digital transformation of financial services and associated shift in consumer behaviour has 
further exacerbated the challenge. Financial services and product distribution are no longer purely 
the remit of banks and advisors. Instead, a myriad of digital distribution channels has led to a 
vastly increased pace of product launch, distribution and sales; a multitude of channels requiring 
regulatory monitoring; and many more disclosure requirements. 

Trustees and fund managers have an ethical imperative and fiduciary duty to do what is in the best 
interests of their members, meaning a constant effort to reduce costs and improve returns while 
ensuring robust compliance processes and outcomes. The old way of doing things – spreadsheets 
and manual processes – no longer represents best practice and constitutes a significant and 
ongoing risk to products and funds. Continuing these outdated practices must surely call into 
question whether those responsible are meeting their fiduciary obligations. 

Instead, by taking a proactive approach to compliance and utilising the latest RegTech solutions, 
the focus of compliance teams can be shifted to prevention, rather than simply reactively logging 
risks or breaches. For example, real-time monitoring and pro-active alerts powered by web 
crawling and machine learning technologies can help identify and address compliance concerns 
before they become an issue,  while a centralised platform to manage disclosure and compliance 37

ensures a single source of truth, acting as a reliable data point from which updates can flow 
through all relevant channels.  38

Such RegTech solutions provide an effective platform from which superannuation funds can 
respond quickly and nimbly to regulatory change. What’s more, by integrating all compliance 
processes on a purpose-built RegTech platform,  gap analysis can identify any areas where funds 39

are non-compliant, ensuring better management of risks. 

Enhanced efficiencies 

Running a superannuation fund is complex, requiring the seamless operation and integration of 
multiple functions, from promotion and member engagement to asset and investment 

35 Royal Commission into Misconduct in the Banking, Superannuation and Financial Services Industry, 2019, Volume 1. 
36 Productivity Commission, Superannuation: Assessing Efficiency and Competitiveness. No. 91, 21 December 2018. Inquiry Report – 
Overview. 
37 See, for example, https://www.sargon.com/products/sentinel/. 
38 See, for example, https://www.sargon.com/products/metropolis/. 
39 See, for example, https://www.sargon.com/products/arcadia/. 
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management, insurance, administration and compliance. In today’s environment, managing these 
operations through conventional and manual processes creates a work-surface that is simply too 
large and cumbersome to effectively oversee. 

Alternatively, RegTech delivers enhanced efficiencies by facilitating the automation and 
coordination of processes that are subject to compliance and regulation. By moving all operations 
to one platform, funds benefit from a seamless interface to manage all stakeholder interactions – 
reducing complexity, integrating workflows, removing silos, duplication and unstructured manual 
processes. 

In this way, RegTech software delivers transparent processes and compliance oversight in fund 
management; purpose-built to help ensure trustees are meeting compliance obligations and 
serving members’ best interests. The successful implementation of RegTech can drive more 
effective performance and efficient operations, delivering cost savings and competitive advantages 
to funds, and ultimately better outcomes for members. 

Transparent processes and actionable data 

"APRA plans to usher in a new era of superannuation transparency: providing better information on 
trustee and product performance, and increased visibility of APRA's actions to address 

underperformance.”  40

Superannuation funds currently gather and report data in an inconsistent and often opaque way. 
This causes numerous problems for the industry. 

Firstly, poor transparency makes the job of the regulators particularly challenging, with the process 
unnecessarily consuming their resources and wasting taxpayers’ money. Secondly, inconsistent 
reporting practices create an uneven playing field, making it difficult for members, regulators and 
other stakeholders to simply, or even accurately, compare important metrics on fund performance. 
Finally, a lack of transparent and actionable data hinders decision making, either by fund 
managers, regulators or policy makers, likely leading to suboptimal results. 

Inconsistent reporting practices across the superannuation industry also create the perverse 
situation where funds with greater levels of transparency and reporting are at risk of being 
penalised for their superior practices, simply because it provides regulators with better access to 
their data. This situation provides little incentive for change for funds who currently hide behind 
opaque practices and inconsistent reporting. 

The widespread implementation of RegTech solutions in 
superannuation would drastically improve standards of 
transparency and reporting across the industry.  

Moreover, robust RegTech platforms will be essential for the provision of ubiquitous 
machine-readable product reference data and a move towards Open Super. Taken together, 
RegTech and Open Super have the potential to deliver a true paradigm shift in superannuation. For 

40 APRA Deputy Chair, Helen Rowell - Speech to the Australian Institute of Superannuation Trustees’ Conference of Major 
Superannuation Funds, 13 March 2019. 
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regulators, easy access to rich and accurate data will not only make their job easier but drive more 
consistent and effective oversight. For superannuating Australians, true transparency around fees 
and returns will enable simple like-for-like comparisons, empowering consumer choice. 

Streamlining, simplifying and automating processes removes operational complexity. In doing so, 
funds improve operational efficiency and compliance outcomes, creating transparency and a 
platform for collaboration and innovation across the industry. 

Barriers to RegTech adoption in superannuation 

Trustees and fund managers should by now be aware of the various technology solutions available 
to them, and the benefits of RegTech and other financial infrastructure and software-as-a-service 
to improve processes and outcomes, while also delivering significant cost savings to the fund and 
ultimately to members. 

With regulatory complexity increasing exponentially, and the risks of non-compliance now greater 
than ever, funds and trustees must make compliance obligations a top priority. The 
superannuation industry, however, has been slow to adopt new technology solutions that better 
serve members’ needs. The industry must address barriers to implementation to enable RegTech 
to fulfil its potential to improve retirement outcomes for Australian citizens. 

Cultural change 

“In looking at culture and governance, every entity must consider how it manages regulatory, 
compliance and conduct risks.”  41

The incumbent culture of the superannuation industry represents perhaps the greatest barrier to 
RegTech adoption in superannuation. Given the enormous responsibility of overseeing the nation’s 
retirement savings, and the significant penalties for failure, a highly risk-averse and conservative 
culture is a natural evolution of the industry. 

Adding to the industry’s inertia is the unique 
structure of defined contribution 
superannuation. Mandated contributions and 
compounding investment returns mean that, 
in contrast to nearly every other industry, 
growth in superannuation funds is not earned; 
rather, it comes by default. The usual market 
forces that drive innovation therefore do not 
really apply to incumbent superannuation 
funds, or at least they apply to a much lesser 
extent than in other industries. 

The superannuation industry also suffers from 
outdated attitudes towards technology. Much 
of the technology developed and 

41 Royal Commission into Misconduct in the Banking, Superannuation and Financial Services Industry, 2019, Volume 1. 
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implemented by incumbent superannuation funds to date required substantial upfront investment 
on their part, creating, rather than reducing risk and requiring significant change management. As 
a result, the superannuation industry has been slow to adopt the undeniable benefits modern 
technology solutions offer, and in places, reluctant to go through the true transformation of 
outdated legacy systems and manual processes that is needed to bring operations into the 21st 
century. 

Through this cultural lens, change is seen as a source of risk, and in the eyes of some incumbents, 
it is safer and easier to do nothing. However, in the face of looming technology disruption and 
warnings from regulators that the status quo is no longer acceptable, it is now inaction that 
represents the real risk to funds. In this new operating environment, the incumbent culture of 
superannuation acts as a significant barrier to meaningful change and reform. 

Compliance teams are naturally risk-averse. Ironically, funds’ senior management have also 
become more risk-averse following the Hayne Royal Commission, even though the shortcomings 
of the conventional approach to compliance have been laid bare. Instead of considering 
compliance an operating cost, funds should recognise good compliance – and the implementation 
of leading RegTech solutions – as a driver of growth. A change in mindset is needed. 

Trustees and fund managers should be mandated to constantly seek and implement best-in-class 
technology systems that better serve their members. Current KPIs and incentives for fund 
managers typically reward business-as-usual practices, meaning new activities or initiatives often 
risk employees not meeting outdated metrics. Instead, KPIs should be set to ensure alignment 
with the pursuit of best practice operation and compliance.  

Finally, the vertical integration of superannuation funds creates intrinsic conflicts of interest. As the 
Productivity Commission stated: “A better definition of the term independent director is needed. 
Trustee directors are not independent if they are affiliated with parties related to a fund.”  42

Without mandated independent trustees, as is the case for supervisors in New Zealand’s 
KiwiSaver system, many integrated funds are essentially in charge of marking their own homework. 
It is inevitable that this conflicted model will lead to suboptimal outcomes for members who must 
trust their fund to oversee its own fee setting and compliance processes. 

To drive change and enable widespread adoption of best practice RegTech and compliance in 
superannuation, incumbents can be pressured from the bottom-up – by encouraging new entrants 
and competition – or from the top-down – from pressure exerted by government and the 
regulators. Both approaches can and should be used in tandem. 

Increasing competition 

Bottom up pressure can be exerted on incumbents unable or unwilling to change through 
increased levels of competition and innovative new market entrants. 

Currently, incumbents are not scared of losing members to competition. Few people change super 
funds and new members are often driven by default, through employers. Significant barriers to 

42 Productivity Commission, Superannuation: Assessing Efficiency and Competitiveness. No. 91, 21 December 2018. Inquiry Report – 
Overview. 
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entry for new funds and increasing pressure on smaller funds to merge or be acquired, only 
exacerbates this problem. 

Most obviously, fewer funds means less competition. The irony here is that the trend of mergers in 
pursuit of operating efficiencies will, in the long term, likely lead to the opposite. A competitive 
industry is a proven driver of efficient operations, as entities seek a competitive advantage by 
improving their cost structure and value proposition – with the ultimate benefactor, of course, 
being the end consumer. 

Similarly, competition fosters innovation. The struggle 
to succeed is a powerful incentive to develop new and 
improved product and service offerings, better ways of 
working and innovative new business models. Small 
businesses are also the most agile, the most willing to 
experiment and often the most likely to develop step 
change improvements in an industry. 

For superannuation, smaller funds and new entrants 
can and do help provide a diversified product and 
service offering, helping to serve market niches and 
identify new market trends. RegTech can and should 
be an enabling platform for these funds and for 
increased competition in the industry. 

In contrast to merging, adopting scalable technology 
solutions not only removes duplication from the 
industry but provides a clear pathway to more efficient 
operations and improved outcomes for members. 
Moreover, this model enables smaller funds to survive 
and prosper, ensuring that we maintain diversity and 
competition amongst funds, fostering innovation and 
ultimately providing more choice and improved outcomes for members. 

Government and regulators should therefore be cautious, in their calls for consolidation and 
increased scale, to ensure that barriers to entry for new, genuinely differentiated market entrants 
are not prohibitively high. Similarly, the regulatory environment – including ‘choice of fund’ laws 
and other rules surrounding product distribution – should ensure a level playing field for disruptors 
and innovators to challenge the status quo and in doing so pursue improved member outcomes 
for all Australians.  

Top-down pressure 

In speaking to the Australian Financial Review,  then ASIC executive director of financial services 43

Michael Saadat said an “if not, why not” approach would be adopted to force banks to explain 
why they aren't using the latest technology, and expects that it will reach the point where “if you 
aren’t using a type of technology, you have some explaining to do.” 

43 ASIC gets tough on 'regtech'. James Eyers, The Australian Financial Review. Mar 27, 2019. 
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Regulators should take the same approach with superannuation, actively challenging and 
penalising funds who have not adopted RegTech to improve compliance and reporting standards. 
Funds should be set increasingly high standards for transparency and reporting, with current 
best-practice standards applied across the industry. 

Not only would this drive change and the uptake of leading RegTech to improve and meet 
transparency, compliance and reporting standards, it would help to ensure a fair and level playing 
field across the industry, providing regulators with access to easily interpretable and directly 
comparable data. 

Encouragement from regulators would give superannuation funds confidence that RegTech 
implementation is prudent and necessary, while increased demand from the superannuation 
industry will further enhance an already dynamic and competitive local RegTech industry, helping 
to develop innovative new RegTech solutions for superannuation. 

A super space for RegTech innovation and adoption 

Super fund managers and trustees wanting to innovate and adopt leading technology solutions 
that better serve members’ interests face the challenge of simultaneously ensuring compliance 
while fostering an environment for innovation and change – meaning experimentation and at times 
failure. This represents a fundamental area of friction between two competing priorities – priorities 
that may often be regarded as mutually exclusive by many in the industry. 

Adoption could be facilitated by allowing RegTech to be increasingly trialled within certain 
parameters, with exempting liabilities and without fear of repercussions. This would encourage 
innovation and experimentation, increase speed of learning and help to safely identify any possible 
system failures. 

Sargon’s solutions  

Sargon was purpose-built to help solve these challenges. Our trustee cloud infrastructure includes 
modern software, APIs and tools tailored to the unique needs of funds. By aggregating the 
back-end trustee roles and utilising purpose-built RegTech to deliver robust compliance processes 
and significant operational efficiencies, Sargon helps to ensure a safe, sustainable and low-cost 
environment. 

Exporting Australian superannuation and RegTech 

Ageing populations and changing demographics pose a major threat to the fiscal sustainability of 
most countries. Longer life expectancies lead to extended retirements and increased welfare 
costs, while a reduced percentage of the population in the workforce adds to the economic stress 
associated with accommodating increasing numbers of elderly citizens. For fast growing 
economies with changing demographics and ageing populations, the introduction of a sustainable 
pension scheme is not just an opportunity, but a necessity. This presents a major export 
opportunity for Australia, and a significant growth opportunity for Australian RegTech businesses. 

_______________________________________________________________________________________ 
 

Sargon Submission to Senate Select Committee Page 28 



 

Assets in funded and private pensions as a percentage of GDP  44

 

The Australian superannuation system can lay claim 
to be the world’s most stable, highly functioning 
and fastest growing pension system.  It can and 45

should act as a model defined contribution system 
to be replicated around the world. Australia’s 
combination of deep superannuation industry 
experience and expertise, RegTech solutions, and 
geographical proximity to rapidly growing markets 
in the Asia Pacific, mean it is ideally positioned to 
take the lead in designing and exporting 
international frameworks, standards and technology 
platforms for international pension systems. 

Just as Switzerland’s banking expertise and 
industry strength enabled it to play a leading role in 
developing the BASEL Accord – a set of global 
regulatory frameworks, regulations and standards 
for the banking industry – so too should Australia 
show leadership in developing sustainable global 
pension systems, backed by robust RegTech 
platforms and best practice governance structures. 
In doing so, Australia can augment the sustainability 
and viability of its Fintech and Regtech industry by 

44 OECD Global Pension Statistics. Pension markets in focus. OECD. 2017. 
45 2014 Allianz Pension Sustainability Index. Allianz. 2014. 
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leveraging their domestic expertise in the broader global market, generating export opportunities 
and access to untapped and underdeveloped markets. 

Super RegTech 

RegTech, purpose built for the Australian superannuation market, has the potential to deliver both 
significantly improved compliance outcomes and more efficient and cost-effective operations. By 
doing so, RegTech can directly improve retirement outcomes for Australian citizens, grow 
Australia’s superannuation capital and further establish Australian superannuation as a globally 
leading pension system. 

For RegTech to realise its potential in superannuation, however, superannuation funds must be 
encouraged to overcome an overly conservative and risk-averse culture, and instead embrace 
innovative new systems and improved operations. 

As Commissioner Hayne stated in his final report: 

“it is the board and senior management of financial services entities who are responsible for… 
whether the entity ensures that compliance issues are identified, escalated as required, and 
addressed promptly and effectively; and whether the entity has an open, transparent and 

constructive relationship with regulators”  46

Given these responsibilities, superannuation funds must implement the most effective and efficient 
compliance solutions available. If they do not, they are failing in their fiduciary duty to members. 
However, in an atmosphere of significant regulatory uncertainty, trustees may need a push: ASIC 
and APRA should move beyond speaking theoretically  and rather take concrete steps towards 47

encouraging – or mandating – adoption of RegTech solutions within financial services, including 
superannuation.  

The rapid development and implementation of leading RegTech solutions throughout the 
Australian superannuation industry will directly benefit superannuating Australian citizens and 
position Australian RegTech businesses to seize the enormous opportunity to export internationally 
leading RegTech to pension systems worldwide. 

 

 

46 Royal Commission into Misconduct in the Banking, Superannuation and Financial Services Industry, 2019, Volume 1. 
47 ASIC gets tough on 'regtech'. James Eyers, The Australian Financial Review. Mar 27, 2019. 
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5.3 Financial advice for all Australians 

Financial advice in Australia is at a crossroads. The Royal Commission into Misconduct in the 
Banking, Superannuation and Financial Services Industry delivered scathing criticisms of an 
industry it believed had become terribly conflicted, too often delivering sub-standard services, 
inconsistent processes and poor compliance practices. 

For many Australians, however, the greatest issue they face 
with financial advice is not one of quality, but access. The 
basic cost of conventional financial advice immediately puts it 
out of reach of many citizens.  Adding to this cost barrier is 48

time pressure, where for many Australians, demanding work 
schedules and family commitments mean that the task of 
arranging financial advice sessions remains perennially on the 
‘to do’ list. 

These barriers create a significant gap in the provision of 
accessible and affordable advice. Reforms developed in the 
wake of the Hayne Royal Commission, such as grandfathered 
remuneration and the establishment of the FASEA standards,  49

while needed to remove conflicts and improve quality, 
exacerbate the affordability problem and widen the advice gap. 

However, as we have discussed earlier in this submission, low 
levels of financial literacy and engagement remain a key 
limiting issue in developing a more competitive, dynamic and 
innovative superannuation industry; ultimately to the significant detriment of members. ASIC’s 
Financial Capability initiative revealed that only 35% of Australians know their super balance, while 
60% do not understand the concept of investment diversification.  It is from this platform that we 50

48 The future of financial advice is forked, James Frost, The Australian Financial Review, 23 March 2019. 
49 FASEA standards summary, April 2019. 
50 Australian Financial Attitudes and Behaviour Tracker, Wave 6, 2018. 
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must seek to engage members in order to drive consumer pressure on funds to deliver improved 
products, services and outcomes. 

The challenge of earlier engagement 

ASIC’s research, conducted over many years, clearly demonstrates a longstanding problem in 
financial advice – consumers of financial advice are typically older Australians who have already 
accumulated their wealth. ASIC Report 627, which focused on traditional advice, reported more 
than half of those who received advice as being over the age of 55, with 10% over 75.  Similarly, 51

the very recent ASIC Report 639 found that those most likely to seek advice from industry super 
funds were over 65 years of age.  52

As compounding effects mean that early engagement can lead to significantly improved retirement 
outcomes, the industry must consider why there is such a skew in uptake of advice towards older 
Australians, and how this imbalance in advice provision can be addressed. 

Accessible automated advice, anywhere, anytime 

Sargon Decimal’s automated advice platform has now provided financial advice to thousands of 
members of industry and corporate superannuation funds over several years. This has provided 
rich data on how digital advice is being used and what impact it is having for Australians. Analysing 
this data shows some marked differences from the traditional advice industry.  53

Although the advice priorities of Decimal’s users – member investment choice, contribution levels, 
insurance, and projected retirement position – are consistent with ASIC’s findings in Report 639, it 
is in the demographics of Decimal’s users where key differences are seen. 

The figure on the following page shows a comparison of ASIC’s findings  on the demographics of 54

those who received financial advice (left column), with all Australians (middle) and Sargon 
Decimal’s users (right).  Comparing these usage numbers reveals Decimal’s accessible platform 55

drove significantly enhanced early engagement of members, with 46% of users aged between 
35-54, compared with an industry average of just 26%. 

51 ASIC REP 627 Financial advice: What consumers really think, August 2019. 
52 REP 639 Financial advice by superannuation funds, December 2019. 
53 Sargon Decimal Digital Insights 2019, Australian usage trends and impact, December 2019, 
<https://www.sargon.com/thoughts/Decimal-Insights>. 
54 ASIC REP 627 Financial advice: What consumers really think, August 2019. 
55 Sargon Decimal Digital Insights 2019, Australian usage trends and impact, December 2019, 
<https://www.sargon.com/thoughts/Decimal-Insights>. 
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Our analysis shows that Sargon Decimal’s automated advice is being consumed by a largely 
different set of Australians from those consuming traditional advice. We believe this is because 
Decimal’s digital platform removes the two conventional barriers to receiving advice; cost and 
accessibility. 

Decimal’s platform is typically offered at no direct cost to the user, through the member’s 
superannuation fund, while advice issued through Decimal is accessible anywhere, anytime, on 
nearly any device. As such, Decimal’s digital platform offers members the potential to access free 
advice and decision support — whenever and wherever they choose. What’s more, the efficiencies 
and scalability inherent in automated advice platforms do not just remove costs for the end user, 
but have the potential to substantially reduce the overall cost of advice provision across the 
industry. 

Improving retirement outcomes 

Enabling earlier engagement with their finances can 
lead to significantly improved results for Australians at 
retirement. Take a simple example – for a super fund 
member aged 60, planning to retire at 67, any advice 
they receive has 7 years to take effect before 
retirement, whilst sequencing risk significantly limits the 
advisor’s ability to maximise opportunities. If that 
member had instead sought advice 15 years earlier – 
the mid-point of Sargon Decimal’s largest age group 
seeking automated advice – any advised changes to 
their investment strategy, contribution strategy or cost 
of investments would have had 22 years to take effect 
and for the benefits to compound. This earlier 
engagement results in advice with many times the 
potential impact on their balance at retirement. If we 
extend the example to younger Australians aged 35 
and under, the effect can be even more dramatic. 
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Translating this scenario nationwide, the potential benefits of earlier engagement and 
implementation of advice to Australian retirees and the broader Australian economy are measured 
in the hundreds of billions of dollars. As such, providing accessible advice to Australians of all ages 
represents an enormous opportunity to grow Australia’s future wealth. 

Enhanced compliance 

Automation of the delivery of advice will vastly improve the accessibility and demographics of 
financial advice, while also leading to substantial improvements in advice quality. 

Digital advice, due to its algorithmic routes, is often considered to be distinct from traditional 
advice. An algorithm, however, is simply a set of rules, a “step-by-step procedure for solving a 
problem or accomplishing some end.”  Quality advice, delivered face-to-face by a professional 56

advisor, is the application of algorithms to known facts. All advice, therefore, is algorithmic. 

Automating these procedures, or algorithms, simply makes their application more reliable. If 
Australians can rely on the quality of advice, they will be more confident that it may benefit them, 
helping to restore public trust in the industry and further increasing the uptake of advice across the 
country. 

Of course, it is possible for an algorithm to be biased when automated, just as it is when it’s 
executed by a human advisor. When automated, however, the licensee and member can be 
confident that: the advice process has been verified using the provisions of ASIC RG 255; there is 
an audit trail that identifies who, how, when and on what basis advice was provided; and the 
advice quality will not vary based on the emotional state of the advisor or their incentives on any 
given day. 

Ensuring quality in automated advice 

At Sargon, we believe there is an important distinction between simple robo advice tools and more 
sophisticated automated digital advice platforms. 

Robo advice often has the appearance of an innovative new tool. If we look underneath the hood, 
however, we find that a lot of what is labelled ‘robo advice’ is simply automated investment 
portfolio selection, based on Markowitz’s efficient frontier theory from the 1950s. Moreover, robo 
advice in the widely used form of online ‘calculators’, typically provide access to only limited or 
general advice and are restricted in their ability to provide fully compliant personal advice that is 
both actionable and in the best interests of the users of these online tools. This does not come 
close to what we would regard as ‘best interest’ advice. We can, and should, do much better. 

A simple robo advice calculator can be an informative engagement tool, arousing members’ 
interest and even helping them to understand the potential of better managing their cash flow. 
However, for digital tools to deliver actual personal financial advice that members can be confident 
is designed with their best interests in mind, and therefore implement to help them towards their 
goals, an entirely different level of technology – producing results compliant with the obligations in 
Part 7.7A of the Corporations Act – is required. 

56 Miriam-Webster. 
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As such, for digital advice to fulfil its potential for Australian citizens, it must be based on suitably 
sophisticated technology platforms with robust, in-built compliance and reporting. Financial advice 
demands an approach grounded in sound principles of ethics and efficiency. When advice is 
automated, the same high standards of quality and compliance apply. To satisfy both regulatory 
and client needs, any digital advice architecture requires extremely high-quality record keeping, 
reporting, configurability and scalability. 

Such automated advice platforms, with strictly rules-based decision making, may ensure that 
decisions about who is eligible to receive certain advice are made consistently and impartially. By 
delivering advice through a digital platform with robust, in-built compliance processes, advice 
quality and trackability is vastly improved and simplified. Perhaps most importantly, the cost, of 
both the initial advice and – if needed – any remediation process, is greatly reduced 

Sargon Decimal is an example of such a technology platform. Backed by regulatory technology 
such as Sargon Sentinel, Sargon Metropolis and Sargon Arcadia – and Australian Financial 
Services licensees – Decimal’s automated advice platform delivers affordable and accessible 
advice that is consistent and compliant. 

Towards automated advice access for all 

With such clear advantages, the limited availability of automated advice comes at a significant cost 
to Australian retirees. The industry must address the remaining barriers to widespread adoption of 
digital advice. 

Slow adoption of true digital advice has largely been driven by a mixture of industry inertia and 
fear. Given the significant criticism from reviews such as the Hayne Royal Commission, and the 
magnitude and pace of change the industry has recently experienced, it is perhaps understandable 
that there is reluctance to take on a new means of delivery. 

This lack of adoption has not been due to a lack of interest. Millions of dollars and tens of 
thousands of hours have been spent on Request for Information processes, both by institutions 
and potential technology providers, largely ending in no action. 

The source of this inaction can be summarised in one word – uncertainty. Uncertainty about 
regulatory risk and uncertainty about capital requirements compound general uncertainty over who 
is going to use digital advice services and how that will change their business. 

Some funds are concerned that automated advice will disrupt their traditional business models 
and eat into their comprehensive advice business. We don’t see it that way. Our experience has 
shown that rather than disrupting comprehensive advice, digital advice complements it.  57

57 Sargon Decimal Digital Insights report, 2018. 
https://cdn.sargon.com.au/capability-statements/Sargon%20Decimal%20-%20FY18%20Insights.pdf. 
_______________________________________________________________________________________ 

 
Sargon Submission to Senate Select Committee Page 35 

https://cdn.sargon.com.au/capability-statements/Sargon%20Decimal%20-%20FY18%20Insights.pdf


 

 

In this light, ASIC’s Report 639 on financial advice by superannuation funds offered some signs of 
encouragement, finding that “61% of funds indicated they intend to increase the use of member 
self-directed digital advice tools that can generate SOAs.”6 Given that the report was based on 
responses from more than a third of the total funds regulated by APRA, this finding is a strong 
indication that the requisite industry will exists.  

This is perhaps unsurprising. When compared with traditional advice operational models, 
automated advice within funds has a very cost effective scalability model that supports linear 
growth in the provision of advice and improved member outcomes for a largely static cost. 
Whereas a fund wishing to increase its advice provision using only a traditional advice operating 
model would need to increase its number of financial advisers and therefore increase its cost base 
in an almost linear fashion. In digital advice, the advice model is fully automated and readily 
scalable at minimal cost through its use of underlying technology. 

As far back as December 2012, ASIC’s Regulatory Guide 244 stated: 

“Our research has found that many Australian consumers would like more information and advice 
about investment issues. ASIC’s Report 224 Access to financial advice in Australia (REP 224), 

released in December 2010, found that a third of Australians ‘are now expressing a preference for 
piece-by-piece advice rather than holistic or comprehensive advice’.”  58

Automation is the only mechanism that has a serious chance of delivering that sort of advice, 
bridging the advice gap in an affordable and timely manner. 

Given the enormous potential benefits to Australian citizens and the Australian economy, any 
efforts that encourage widespread implementation of automated advice have the potential to pay 
for themselves many times over. 

Funds already have reasonable clarity on licensing requirements for provision of automated advice 
thanks to ASIC’s RG 255.  However, more comprehensive guidance surrounding the delivery of 59

automated advice could perhaps act as a circuit breaker to the current industry uncertainty – such 
guidance would need to go beyond mere licensing requirements and outline a best practice 

58 RG 244 Giving information, general advice and scaled advice, December 2012. 
59 RG 255 Providing digital financial product advice to retail clients, August 2016. 
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framework for aspects of full-service digital advice provision such as record keeping, audit trails, 
supervision and risk management processes required to satisfy advice requirements. Noting that 
RG 255 was released in August 2016, and the digital advice industry has evolved significantly in 
the intervening years, it is perhaps timely for ASIC to issue updated guidance for the now more 
mature industry.  
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