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• The focus of fiduciary role scrutiny  

• Stewards / trustees 

• Providers 

• Charity trends 
 
 

• Consider practical implications 

 

 

 

 

 

Overview 



Investment Fiduciary Roles 

 
 

Steward  
 
 
 
 

Adviser  
 

Investment manager 
 

 
 

Investor / Beneficiary 
 

Trustee / Board  
 
 
 
 

Adviser / Consultant  
 

Fund Manager / Unit Trust/ 
Mutual Fund 

 
Broker 

 
  

Advice and trading – ‘experts’ 

Governance 



Governance – justified Trust 
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Source: Stephen (M R) Covey 
“The Speed of Trust” 

TRUST = INTEGRITY + COMPETENCY + DOING THE RIGHT THING 



Hierarchy of Scrutiny 

* Highest 
Scrutiny 



Drivers of closer scrutiny 

• Privileged role 

• Legislated dominance of sector 

• Tax breaks 

• Compulsory investment 

 

• With this comes  

• A fiduciary obligation 

• Principles to meet 

• Scrutiny 

 

 

 

 



Difficulties in meeting fiduciary obligations 

• Time 

• Knowledge and skill sets 

• Education needs 

• Investment or governance skills 

• Justifying trust in specific provider(s) 

• Regulator trend to greater definition of principles to meet 



Australian Super- example  

1. Default schemes…80% of investors 

 

 

 …trustees of MySuper products will face higher performance requirements which will 
be enforced by the Australian Prudential Regulation Authority (APRA)  … 
…An additional $29.9 million over four years (from 2011-12) will be provided to APRA 
and the Australian Securities and Investments Commission (ASIC) to implement and 
monitor the new arrangements.  - Stronger Super Review 

More than 815,000 SMSF (Self Managed Superannuation Funds) trustees…. 

…knowledge and competency requirements will be developed for SMSF service providers. 
ASIC (Regulator) will develop a mandatory SMSF specialist knowledge component of 
Regulatory Guide 146 

2. SMSF- Individual Superannuation Entities….huge growth 

 

 

$1.6 trillion;  360+ funds > $50m 



Australian Law - example  

Investment governance framework…… 

 

9. An investment governance framework is the totality of systems, structures, policies, processes …… 

 

10. The Board is ultimately responsible for the investment governance framework. 

 

11. An RSE licensee’s investment governance framework must, at a minimum, include: 

 

(a) investment objectives for each investment option offered by the RSE licensee; 

(b)   a methodology for determining investment reporting measures; 

(c)   the investment strategy for the whole of each RSE and for each investment option … 

(d)   all Board policies relating to investment activities; 

(e)   role statements that include the details of each role’s responsibilities and reporting structures for all 

roles… 

(f)    structures, policies and processes for investment performance and risk measurement, assessment and 

reporting; and 

(g)   a review process to ensure that the investment governance framework remains effective. 

July 2013 



NZ Trust Law Change - example  



Providers – Alignment matters 

The Trustee/Steward 

Provider 

Credibility  
- Articulate governance awareness 
- Have a fiduciary framework to apply 
 

              “Justified Trust” 
 



Regulation for Providers 

• Global ramping up of minimum standards 

• Desire to be a ‘profession’ with unique rights 

• Continued lack of confidence – investor surveys 

• Resistance to change value propositions and practices 

 

 

 

 

United Kingdom changes 



Example 

 

1. No initial commissions from product providers 

2. Ongoing commissions no longer allowed 

3. Upfront fee clarity and agreement 

4. Clarity whether advice is ‘independent’ or ‘restricted’ 

- ‘Independent’ means an adviser can offer ALL products 

5. Tougher qualification standards 

 

 

 

 



Philippines – Example 

BSP Circular 2012 –  Trust officers… 

“The trust officer who shall be appointed shall POSSESS ANY OF THE FOLLOWING: 
 
a. At least five (5) years of actual experience in trust operations; 
 
b.   At least three (3) years of actual experience in trust operations and must have 
1) completed at least NINETY (90) TRAINING HOURS in trust, OTHER FIDUCIARY 
BUSINESS, OR INVESTMENT MANAGEMENT ACTIVITIES acceptable to the BSP OR 
2) COMPLETED A RELEVANT GLOBAL OR LOCAL PROFESSIONAL CERTIFICATION 
PROGRAM; OR 
 
c.   At least five (5) years of actual experience as AN officer of a bank/NBFI and must 
have: 1) completed at least NINETY (90) TRAINING HOURS in trust, OTHER FIDUCIARY 
BUSINESS, OR INVESTMENT MANAGEMENT ACTIVITIES acceptable to the BSP OR 2) 
COMPLETED A RELEVANT GLOBAL OR LOCAL PROFESSIONAL CERTIFICATION 
PROGRAM.” 



Example 

New Zealand – new adviser regulation 
 

• New Code of Conduct; Regulator and Authorisation process 

• Principle based ! 

• Fiduciary standard of care (onus of proof on adviser) 

• Single regulator with larger audit function and budget 

• Minimum education and CPD lifted significantly 

• Disclosures in mandatory format 

• All advisers including brokers 

 

 

• All this in 2 years! 

 

 

 

 



Compliance Rules are Minimums 

• Strong Disclosure Element 

• Steward risk increases if not acted on 

• Not easy to understand or compare 

• But, weak evidence that provider has a fiduciary framework 

• Not enough to justify trust when delegating responsibilities 

• Focus is on retail investors 

• Boards / Trustees are assumed to be competent / sophisticated 

• Implication – is your adviser acting as a fiduciary? 

 

 

 

 

 



But - not all advisors exceed minimums 

Compliance catchment 
growing 

Fiduciary Non-fiduciary 

Specialist 

Generalist 

Credibility 

Disclosure 
Competency 

  

USA example: 
Advisors held to fiduciary standard     -  275,000 
BUT…includes those dual registered  
as brokers who may only have to 
meet the suitability standard               -   250,000 

 



Fiduciary Adviser Opportunity 

• Adopt a Defined Fiduciary Standard 

• Embed into operations 

• Demonstrate to Stewards your alignment 

• Your understanding of their responsibilities 

• How your process meets governance obligations 

 

 

 

 

 

 

 

 



A Principles Based Environment… 
 

 

•Code of ethics  

•– defined broad principles governing conduct 
 

•Fiduciary standard  

•– defined by principles, precepts, specific practices and case law 
 

•Fiduciary excellence  

•– combination of integrity, competency and implemented practices  

 

 

Trustee Governance  
- what do they need ? 



A Fiduciary framework elevates your profile 



Components of a ‘Standard’ or framework 
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Practices and Criteria 
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Other Trends 

• Charities 

• Recognition of community role 

• Registration (Charity Commissions) 

• Special Tax concessions 

• Inescapable……fiduciary scrutiny 

 

• Regulator Capability and Resourcing 

 

 

 

 

 

 

 



Pacific Example 

• 60,000 registered….540,000 other NFP’s, 940,000 staff;  $30b funding 

• Private Ancillary Funds (PAF’s) and Public Ancillary Funds (PuAF’s) 

• Tax breaks  -  drive to attract funds for registered charities 

 

 

 

 

 

 

 

“the ACNC may warn charities that they are not meeting their obligations and explain what action the 
ACNC may take (warnings) …) make arrangements with charities about what they need to do to meet their 
obligations - these arrangements can be enforced by a court (enforceable undertakings)…” 

The ACNC’s approach to implementing the governance standards is based on two main points:  
1. minimum standards – these standards set out minimum requirements for governance of your charity… 
2. principles-based standards …high-level (general) principles, rather than as precise rules. In other words, 
your charity can generally choose how to comply, as long as it can demonstrate, should it be required to 
do so, that this is appropriate  



In Conclusion… 
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• More scrutiny of Fiduciary Practices is inescapable for all… 

• Stewards/trustees 

• Consultants / Advisers / Managers 

• Evidence of a fiduciary framework is the key to aligning roles 

• Specific training is essential beyond current skill sets 

• Consistent application creates the evidence of sound process 

• Justifiable trust is the objective 

• Compliance reforms for providers focus on retail investors 

• Fiduciary Stewards need to be vigilant 

 

 

 

 


