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Purpose 
To provide guidance on the application of, and adherence to, Best Interest Duty and related obligations. 

Scope 
The Best Interest Duty and related obligations apply to all personal advice provided to retail clients. “Best 

Interest” is not defined in the Corporations Act 2001 (the Act). However, to satisfy the requirements under the 

best interest duties outlined in section 961 of the Act, you must meet all of the related obligations, which are: 

1.1 - act in the best interest of the client and satisfy the safe harbour test (s961B),  

1.2 - provide appropriate advice (s961G), 

1.3 - warn the client of incomplete and inaccurate information (s961H), and  

1.4 - prioritise the interests of the client to comply with the ‘conflicts priority rule’ (s961J). 

These obligations apply to the advice provider, that is, the individual representative providing the advice. 

Additionally, the Licensee has an obligation to take reasonable steps to ensure that its representatives comply 

with their obligations. The key is to be able to demonstrate that, at the time the advice was provided, it was in 

the best interest of the advice recipient. 

Authority 
A representative must hold authority to provide personal financial advice and, where relevant, specialist 

authorisation to deal with specialised subject matter and advice (e.g. Gearing, Margin Lending and/or SMSF 

accreditations). 

Where authority has been issued by InterPrac Financial Planning it is expected the representative will be able 

to demonstrate satisfaction of the Best Interest Duty and the related obligations in all client files where personal 

financial advice has been provided to a retail client in accordance with these business principles. 

Business Rules 
To comply with your duty to act in the best interest of your client, you will need to prove that you have followed 

seven requirements (also referred to as steps) below.  Collectively these seven steps are referred to as “the 

Safe Harbour Steps”. 

If you can prove that you have taken the steps outlined below, you can show that you have complied with the 

Best Interest Duty. You are still required to comply with the related obligations. 

If you cannot meet the following steps, you should not proceed with the advice as you will not be able to satisfy 

the best interest requirement. Please note, these steps are not linear and are applied at different stages 

throughout the Advice Process. 
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1.1 Safe Harbour Steps 

The safe harbour steps require an advice provider to have: 

1) identified the objectives, financial situation and needs of the client that were disclosed to the provider by 

the client through instructions. 

This requirement can be satisfied by recording in detail the discussions you have with each client about the 

advice they are seeking together with an accurate and complete record of information relied upon to verify a 

client’s current situation and relevant circumstances.  

This information may be evidenced by completion or well documented: 

▪ InterPrac Personal Fact Find 

▪ Financial Needs Analysis tool 

▪ Risk Profile Questionnaire 

▪ Terms of Engagement 

▪ detailed file notes 

▪ working papers  

▪ other materials collected from a client to verify their current situation such as  

o insurance policy schedules 

o account statements 

o financial statements or 

o tax returns.  

Existing client can confirm that the information previously provided remains relevant and up to date. 

InterPrac does not mandate the usage of our Fact Find tools. Other similar tools of equal sophistication can be 

used instead. 

For appropriate confirmation of a client’s financial situation advisers can include collection of documents and 

information to verify and assess the client’s  

▪ net cashflow position (income, expenses and estimated tax liabilities);  

▪ net asset position (assets, liabilities) and  

▪ current insurance arrangements (general and personal insurances). 

Identifying the client’s needs can be demonstrated by documenting the items a client has stated are important 

to them and also includes those items you, as the professional adviser, have identified as important to support 

the objectives and advice sought by the client. 

2)  identified:  

(i)  the subject matter of the advice that has been sought by the client (whether explicitly or implicitly); 

and  

(ii)  the objectives, financial situation and needs of the client that would reasonably be considered as 

relevant to advice sought on that subject matter (the client's relevant circumstances);  

The safe harbour test requires you to identify the subject matter of the advice sought by the client. This is 

relevant in determining the scope of your advice.  

The subject matter of advice could be a goal your client is seeking to achieve and a strategy for reaching their 

goal, as well as, or instead of, a recommendation about specific financial products or classes of financial 

product. The request for advice could also be triggered by an event or situation (e.g. divorce, redundancy or 

receiving an inheritance). 

Subject matters of advice can be implicit or explicit. As a matter of good practice, if it is not self-evident, you 

should tell your clients what you think the subject matter of advice is that your client is seeking and test with 

them whether this is correct. If this is not done, there is a much greater risk that you will not correctly identify 

the subject matter of the advice sought by your client. 

  



Page | 3 BEST INTEREST DUTY | Business Principle 

You can determine the scope of the advice only after identifying the subject matter of the advice sought by the 

client. The scope of advice must be consistent with the client’s relevant circumstances and the subject matter 

of the advice your client is seeking. 

You need to use your judgement in deciding on the scope of advice. You must determine the scope of advice 

in a way that is consistent with the client’s relevant circumstances and the subject matter of the advice they are 

seeking.  

How much your client is willing to pay for the advice can be a relevant factor in determining the subject matter 

of the advice the client is seeking. However, it does not mean that as the advice provider, you can necessarily 

interpret the subject matter of advice sought according to what can be provided at the price your client is willing 

to pay.  

You cannot exclude consideration of important issues based on the cost your client is willing to pay, nor can 

you use the client’s willingness to pay in determining the scope of the advice in a way that is inconsistent with 

the client’s relevant circumstances.  

If your client requests advice on a number of topics but is not willing to pay for advice on all of these topics, 

you must discuss with your client what advice you can provide based on the amount the client is willing to pay. 

It is up to your client to determine whether or not they will continue to seek advice on a revised subject matter.  

In discussing the subject matter of advice with your client, you must not engage in conduct that will mislead or 

deceive, or is likely to mislead or deceive. For example, by engaging in conduct, including by omission, that will 

mislead, or is likely to mislead,  your client to think that you believe that any revised subject matter is better for 

your client, if you do not believe this is not the case. Your file notes will be critical to capturing all of this 

discussion.  

As a matter of good practice, you should confirm with the client what you think the scope of the advice is that 

the client is seeking and test whether this is correct before documenting the subject matter of the advice and 

the agreed scope of the advice within the Fact Find and/or Terms of Engagement. 

You should clearly set out the scope of the advice based on the subject matter gathered in the advice document.  

InterPrac provide guidance materials and templates to assist you in documenting the Scope of Advice when 

providing your advice. To document the Scope of Advice appropriately in your advice documents, it is important 

to record the four (4) elements of Scope including the following: 

1. ‘Client Voice’ – in the client’s own words, an echo of the statements made by the client in relation to the 

advice they have sought from you. 

2. ‘Adviser Voice’ – in your professional opinion, what areas of advice have you identified are required to 

advise upon to support the advice sought by the client. 

3. ‘Agreed Scope’ – of the subject matter of advice sought and those areas of advice you have identified as 

needed to achieve the client’s objectives, this element should clearly outline the areas of advice you have 

agreed will be covered by your advice including the underlying concepts that will be covered in your 

recommendations. 

4. ‘Excluded and/or deferred Items’ – in relation to the advice sought by the client and identified by the 

representative as being needed, this element records those items and areas of advice that are not to be 

included in the scope of advice and outlines the reasons for deferring or excluding these topics at the 

time the advice was provided. 

The client’s financial objectives in relation to the agreed scope are then identified and documented to show 

clearly the specific and measurable goals and objectives the client wishes to achieve in seeking your advice. 

SMART goals: 

▪ S – Specific: well defined and clear to anyone 

▪ M – Measurable: set out a timeframe to completion 

▪ A – Achievable: likelihood of a successful outcome 

▪ R – Realistic: availability of resources, knowledge and time  

▪ T – Tangible: discernible, material or substantiated 
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Not all the information you have gathered in Step 1 will be relevant to the scope of advice or there may in fact 

be gaps. You will need to use your judgement and complete reasonable inquiries into the client’s relevant 

circumstances to ensure you meet step 2(ii). 

3)  made reasonable inquiries to obtain complete and accurate information where it was reasonably 

apparent that information relating to the client's relevant circumstances was incomplete or inaccurate;  

If you identify a gap between the information you have gathered in step 1 and 2 and the information you need 

to support the advice you have identified as required to support the subject matter of the advice sought by the 

client, you should ask the client for the missing information and make a file note of the discussion. 

If you consider that information is inaccurate or incomplete, raise this with your client (provide a verbal 

warning) and request updated information before documenting your advice. You should make a file note of 

this request. 

If after making reasonable enquiries and requests, you still do not have complete and accurate information, 

you should consider whether you are able to provide the client with appropriate advice. If you believe you can, 

you should include a warning in the advice document. If not, you must decline to provide the advice. 

In the event your advice is based on inaccurate and/or incomplete information, the warning to be included in 

your advice document must inform the client of the risks this presents in achieving their objectives and that 

they must consider your advice in light of their situation as your advice may be inappropriate to their needs. 

4)  assessed whether the provider has the expertise required to provide the client advice on the subject 

matter sought and, if not, declined to provide the advice;  

You should ensure that you have the necessary authorisation, skills and training to provide advice in the areas 

the client requires.  If you do not have the relevant expertise, you should refer the client to another professional 

adviser who possesses the necessary authorisation and skills. If this is not possible, you should decline to 

provide advice. 

Referral should be to: 

▪ An appropriately qualified and authorised financial adviser; or 

▪ A legal or taxation professional for advice in those areas.  

▪ A relevant industry association for assistance in accessing the required advice. 

Ultimately, ensuring you are authorised to provide advice on the relevant area and that your professional 

development and training is up to date will be foremost in ensuring you properly address this step. 

5)  if, in considering the subject matter of the advice sought, it would be reasonable to consider 

recommending a financial product: 

 (i)  conducted a reasonable investigation into the financial products that might achieve those of the 

objectives and meet those of the needs of the client that would reasonably be considered as relevant 

to advice on that subject matter; and  

(ii)  assessed the information gathered in the investigation;  

Consider whether your client’s existing arrangements are appropriate for their objectives, financial situation 

and needs. If you consider other products would place them in a better position, your next step is to undertake 

reasonable investigations into products that align with the strategy that you intend to recommend. This may 

involve referring to benchmarking or external research depending on the product being recommended.  

Once you have reviewed the research you should consider the products on the approved products list and 

consider which products are appropriate and sufficient in meeting the client’s objectives, financial situation and 

needs. 

There will be circumstances where you may not be able to solely rely on the Approved Product List, for example, 

where the client’s existing products are not on the APL, or the client specifically requests a product which is not 

on the APL. Under these circumstances, you must seek approval from the licensee to recommend the non-

approved product. 
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If you believe that no product on the Approved Product List meets the client’s objectives, financial situation and 

needs, you should consider: 

▪ providing tailored strategic advice to the client that does not directly name a product; 

▪ research and investigate whether a one-off approval is appropriate; or 

▪ decline to provide advice as you cannot act in the client’s best interests. 

In most cases it would be appropriate to implement a 3rd party authority with a client’s existing provider to 

undertake reasonable investigation into a client’s current arrangements and to record in appropriate file notes 

or product replacement checklists, those items of importance identified during these investigations.  

In addition to product replacement checklists, product research, product comparison reports and the Personal 

Fact Find and Financial Needs Analysis, you may also need to use a file note to document the inquiries you have 

made into the financial products that you have investigated which might achieve the objectives and needs of 

your client. You only need to include your product recommendations in the advice document where the 

evidence of your investigations should be maintained on the client file. 

6)  based all judgements in advising the client on the client's relevant circumstances;  

You should consider the following depending on the scope of the advice and the client’s relevant circumstances. 

These deliberations should be documented in appropriate file notes, research papers, working papers and in 

the advice document: 

▪ the scope of the advice;  

▪ the extent of the inquiries made into the client’s relevant circumstances;  

▪ the alternative strategies, and classes of financial product and specific financial products 

investigated;  

▪ the strategies, classes of financial product and specific financial products recommended; and 

▪ how the client should acquire financial products (where relevant). For example, depending on the 

strategy recommended, you should consider whether the client should acquire products directly or 

through an appropriate platform. 

7)  taken any other step that, at the time the advice is provided, would reasonably be regarded as being in 

the best interests of the client, given the client's relevant circumstances  

You should consider 2 questions: 

1. Is there anything particular to the client’s circumstances that would reasonably require me to do or 

say something different or further (including explaining something to the client, asking additional 

questions or warning of certain risks/limitations)? 

2. Do industry best practice or our own internal policies require additional steps (including explaining, 

asking or warning the client) to be taken in this particular advice scenario? 

The additional steps you need to undertake will depend on the scope of the advice. Those steps should be 

documented in the advice document and file notes as appropriate. 

At a minimum, you will need to be able to:  

▪ explain clearly to the client the advice that is and is not being provided; 

▪ if the advice includes a product recommendation, provide related strategic recommendations that 

benefit the client; 

▪ depending on the subject matter of the advice, specify in the conversation with the client (and 

advice documentation), that they should review any decision made about financial products on the 

basis of the advice provided:  

o once after a period of time;  

o regularly (e.g. every year or every second year); or  

o if the client’s circumstances change.  

▪ the review period will depend on the circumstances, including the recommendation that you are 

making, the volatility of any investment returns and the likelihood of a change in the client’s 

circumstances that would impact on the currency and suitability; and  
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▪ offer to provide advice (or refer the client to another party who can provide advice) on any other 

key issues identified by you within the subject matter of the advice sought by the client. 

Step To Satisfy the Steps for Safe Harbour s961B(2) Description  

1 identified the objectives, financial situation and needs of the client that were disclosed to 

the provider by the client through instructions 

Fact Finding 

File Notes 

2 identified:  

(i)  the subject matter of the advice that has been sought by the client (whether explicitly or 

implicitly); and  

(ii)  the objectives, financial situation and needs of the client that would reasonably be 

considered as relevant to advice sought on that subject matter (the client's relevant 

circumstances) 

Fact Finding 

File Notes 

3 made reasonable inquiries to obtain complete and accurate information where it was 

reasonably apparent that information relating to the client's relevant circumstances was 

incomplete or inaccurate 

Research 

File Notes 

4 assessed whether the provider has the expertise required to provide the client advice on the 

subject matter sought and, if not, declined to provide the advice 

Adviser 

Competence 

5 if, in considering the subject matter of the advice sought, it would be reasonable to consider 

recommending a financial product: 

 (i)  conducted a reasonable investigation into the financial products that might achieve those 

of the objectives and meet those of the needs of the client that would reasonably be 

considered as relevant to advice on that subject matter; and  

(ii)  assessed the information gathered in the investigation; 

Research 

Risk Profiling 

File Notes 

6 
based all judgements in advising the client on the client's relevant circumstances 

SoA 

RoA 

7 taken any other step that, at the time the advice is provided, would reasonably be regarded 

as being in the best interests of the client, given the client's relevant circumstances 
“Catch all” 

 

1.2 Appropriate Advice 

The advice must be appropriate to your client judged by reference to the information and knowledge you would 

have if you complied with the Best Interest Duty. 

Advice is appropriate if at the time the advice is provided: 

▪ it is fit for purpose, it satisfies your client’s relevant personal circumstances. Note that advice does 

not need to be ideal, perfect, or the best, and 

▪ a reasonable advice provider would conclude that your client is likely to be in a better position if 

the client followed your advice. 

1.3 Incomplete and Inaccurate Information Warning  

Where the advice is, or may be, based on incomplete or inaccurate information relating to your client’s relevant 

circumstances, a warning must be given to your client so that they should, before acting on the advice, consider 

the appropriateness of your advice, taking into account their objectives, financial situation and needs. The 

InterPrac templates contain appropriate options to provide this warning to a client. 
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Prioritising the Interests of a Client 

This in an overarching duty whereby your client’s interests must be prioritised at the time you are providing 

your advice where there is a potential, perceived or known conflict between: 

▪ the interests of your client, and 

▪ your interests or those of any related parties (Employer, Licensee, etc.). 

Advice providers should consider what a reasonable advice provider without a conflict of interest would do. In 

other words, would you have provided the same advice if you: 

▪ didn’t have this conflicting relationship, or 

▪ received no benefit? 

Mere disclosure or consent from the client to act notwithstanding the conflict will not satisfy this conflicts 

priority rule. 

This means that you: 

▪ Must not recommend a product or service to create revenue or a benefit for yourself or related parties 

where there is no obvious benefit for the client.  

▪ Must not recommend a product on an Approved Product List consisting of only products issued by a 

related party unless it can be shown to be in the client’s interests by a reasonable advice provider. 

Example 
Let’s consider your position where your practice provides both a financial advice service through InterPrac 

Financial Planning as well as an SMSF administration service through a related party and as a representative 

you recommend the setting up of an SMSF. It may be that your recommendation to use the services of the 

related SMSF administration service to set up an SMSF raises a conflict because the SMSF administration service 

will receive a fee.   

In this case your advice would not meet the priority test if you only recommended an SMSF because you were 

being pressured by your practice, your employer or a related party to set up an SMSF for your clients for the 

revenue stream, even though as an adviser you thought it was not appropriate for your clients to establish the 

SMSF. 

However, the priority test would not be an issue if a reasonable advice provider, without a conflict of interest, 

would also find recommendations to establish the SMSF appropriate. 

▪ Must not over-service a client to generate more revenue.  

▪ Must recommend non-financial product solutions relevant to the client’s circumstances even if this 

means the client is less likely to need your advice or services in the future. 

o This means that solutions may not always involve a financial product; solutions should include 

strategic advice looking at such things as a client’s cash flow, debt management/ reduction and, 

where relevant, tax planning strategies. 

Best Interest Demonstration 
You will need to be able to demonstrate that you have met the Best Interest Duty and discharged your 

obligations to have made reasonable investigations into the client’s relevant circumstances, give appropriate 

advice and warned the client where advice is based on incomplete or inaccurate information.  

The best interest duty and the related obligations as well as the information provided in this guidance 

document, should be viewed as a framework that will provide a process for you to use when providing personal 

advice. The duty is primarily concerned with what occurs at the time the advice is given. While it does not focus 

on the quality of advice, nor are you expected to provide “perfect” advice, your advice should capture the 

following:  

▪ A clearly defined scope that is appropriate to the subject matter of advice sought by the client and 

the client’s relevant circumstances;  

▪ An investigation of the client’s relevant circumstances;  
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▪ Assistance given by you to the client, if required, to set prioritised, specific and measurable goals 

and objectives;  

▪ Where relevant, consideration of potential strategies and options that are available to the client to 

meet their objectives and needs;  

▪ Where relevant, consideration of all aspects of the impact of the advice - for example, tax where 

licenced to do so or social security consequences;  

▪ Good communication with the client. This includes:  

o Providing an SOA and advice documents that are logically structured and easy to 

understand; and  

o If appropriate, depending on how the advice is provided, verbal interactions that aim to 

ensure that the advice and recommendations are understood; and  

▪ Where relevant, strategic and product recommendations that are appropriate for the client’s 

relevant circumstances; 

▪ Any other factors you have considered in reaching your recommendations with associated 

documentation in either a file note or advice document;  

▪ File notes to record all conversations. 

The expectation is you will have undertaken reasonable investigations to demonstrate your advice is in the 

client’s best interest, with reference to the seven steps discussed in this guidance document. 

When assessing whether you have complied with the best interest duty, regulators will consider whether a 

reasonable advice provider would believe that the client is likely to be in a better position if the client follows 

the advice (this is assessed at the time the advice is provided). It is important to document in the advice 

document or file note (as appropriate) how your efforts would lead to this outcome. In doing so you should 

consider the following: 

▪ How your advice will contribute to placing the client in a better position, such as: 

o improving their understanding of their financial position;  

o aligning their financial position with their tolerance for risk;  

o after you have undertaken reasonable investigation into a client's circumstances, reassuring 

them that they do not need to change their strategy or product holdings as a result of a review; 

or   

o increasing their confidence to make better financial decisions such as spending or donating 

money. 

▪ The subject matter of the advice sought by the client;  

▪ Where relevant, product features that the client particularly values, provided that the client 

understands the cost of, and is prepared to pay for, those features; and 

▪ That the client receives a material benefit that is relevant to their objectives, financial situation 

and needs. 

In addition to the advice documents, you should keep appropriate file notes to ensure that you can prove your 

efforts to place the client in a better position. Note that from a compliance perspective, the tests as to whether 

your advice placed a client in a better position does not include an examination of investment performance 

retrospectively, with the benefit of hindsight. 

Consequences 
ASIC has been given broad powers to make banning orders where it has reason to believe a person is likely to 

contravene their AFSL obligations or a financial services law. This means that banning orders can now be made 

against individual advisers who provided the advice if there has been a breach of the best interest duty 

obligations. Both licensees and authorised representatives can also be subject to substantial penalties if you 

fail to comply with the Best Interest Duty obligations. 
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If you breach the requirements outlined in this guidance, may result in  

▪ Failure to demonstrate Best Interests Duty 

▪ Revocation of the representative’s proper Authority under InterPrac 

▪ Licensee imposed remedial activities including additional pre-vet requirements and audit activities 

▪ Regulatory, civil and/or criminal penalties being raised against the representative or licensee 

▪ Client complaints management through internal and/or external dispute resolution systems  

▪ ASIC directed investigation, client file reviews and remediation activities  

▪ Financial restitution to reimburse a client where financial detriment has resulted from the advice 

provided 

Support 
If in doubt, contact a member of the Compliance team to assist you. 

Michael Butler michael.butler@interprac.com.au 03 9209 9782 

Shane Miller shane.miller@interprac.com.au 03 9209 9783 

Richard Pollock richard.pollock@interprac.com.au 03 9209 9790 

Tadeya Pacnik tadeya.pacnik@interprac.com.au 03 9209 9743 

 

Tools 
InterPrac provide a number of documents and tools, available on the Adviser Resource Centre, to assist you in 

meeting these obligations and to ensure completeness of your client files and advice in satisfying the 

requirements. Some of the documents expected to be completed and stored on file to demonstrate satisfaction 

of the Best Interest Duty and related obligations include: 

▪ FSG acknowledgement and terms of engagement confirmations 

▪ Completed Personal Fact Find and Financial Needs Analysis 

▪ Demonstrating Best Interest in the SoA guidelines 

▪ Advice documents - Statement of Advice and Record of Advice templates 

▪ Substantiation and verification documents (tax returns, financial statements, account statements, 

etc.) 

▪ Detailed file notes and completed Risk Needs Analysis to support personal insurance advice 

▪ Completed Risk Profile Questionnaire 

▪ Authorities to Access information (3rd party authorities) 

▪ Replacement of product checklists (superannuation, income streams, non-super investments & 

personal insurances, etc.) 

▪ Working papers for development of strategic and product recommendations 

▪ Product research, comparisons and other product disclosure documents (Product comparison 

reports, Morningstar research, Insurance quotes, PDS, FSG, IDPS Guide, etc.) 

▪ Detailed file notes outlining discussions and steps taken at each stage of the advice process 

▪ Appropriate advice documents (SoA and/or RoA) & supporting materials (appendix items, 

referenced materials, product documents, etc.) 

▪ Completed Authority to Proceed and other advice implementation confirmations from the client 

▪ Completed application forms and confirmations received and/or provided during implementation 

of agreed action items 
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Guidance and Associated Documentation 
Further guidance in support of Best Interest Duty and related obligations can be seen in additional business 

rules including: 

▪ Advice Process Business Principle 

▪ Advice Types Business Principle 

▪ CPD Policy and Business Principle 

▪ SMSF Advice Business Principle 

▪ Gearing and Margin Lending Business Principle 

▪ Personal Insurance Business Principle 

▪ InterPrac Compliance Manual v4.0 

▪ Corporations Act 2001 

▪ ASIC Regulatory Guide 175 – Licensing: Financial product advisers – conduct and disclosure 

▪ ASIC Regulatory Guide 244 – Giving information, general advice and scaled advice 

 

  


