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Chairman’s message

ASIC's vision is to allow markets to fund the real economy and, in turn,
economic growth. This contributes to improved standards of living for

all Australians

Markets cannot achieve their fundamental purpose in
funding the real economy without trust and confidence.

Ensuring Australians have trust and confidence in the
financial system remains at the heart of everything we do.

It is why ASIC's strategic priorities are to:

* promote investor and financial consumer trust
and confidence

* ensure fair, orderly, transparent and efficient markets, and

+ provide efficient and accessible registration.

Our strategic priorities are critical to the operation of our
free market-based system, which is based on the principles
of investor responsibility, gatekeeper responsibility and the
rule of law.

Gatekeepers play a crucial role in ensuring the financial
system’s overall health is sound, so people can have trust
and confidence in the system.

Understanding the behaviour of investors, consumers and
gatekeepers, and using the right ‘'nudges’, is central to
achieving our objectives.

We are embedding behavioural insights in the way we do
our regulatory work to ensure we regulate for real people.

Financial decisions are often influenced by people’s
financial literacy and their behavioural biases.

The behaviour of gatekeepers is influenced by culture,
incentives and deterrence. Culture is a significant driver

of the behaviour of firms. Where we find a firm’s culture is
lacking, it is a red flag that there may be broader regulatory
problems. Deterrence involves the fear and consequences
of getting caught. It includes the internal structures that a
gatekeeper has in place to deter employee misconduct.

Operating in this environment, ASIC acts through our
‘detect, understand and respond’ approach.

ASIC’'S VISION:
Allow markets to fund the real economy and, in turn, economic growth

In doing so, we contribute to improved standards of living for all Australians

ASIC'S REGULATORY
STRATEGIC PRIORITIES

Investor and financial
consumer trust and
confidence

Fair, orderly,
transparent and
efficient markets
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3 cornerstones of the

free market-based financial system

Investor responsibility

Gatekeeper responsibility

Those who have a legal responsibility in the financial system

Rule of law
Legislation and case law
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We detect wrongdoing through surveillance, breach
reports, reports from the public and whistleblowers.

We continually scan our environment to identify, assess
and manage risks. Our Emerging Risk Committee identifies
emerging issues that are on, or over, the horizon or on the
edges of our regulatory perimeter. We analyse intelligence
to assess risks early, including through data matching

and analytics.

We respond to wrongdoing or the risk of wrongdoing
using a number of tools, including education,
guidance, surveillance, enforcement and policy advice
to Government.

We achieve the best risk resilience in the financial system
that we can with the resources we have.

This corporate plan covers the period from 2015-16 to
2018-19. It communicates our current thoughts on how our
long-term strategic priorities and challenges are shaping
our strategy and responses over this period.

This corporate plan identifies a number of key ASIC focuses
in 2015-16 where we see particular concerns that flow from
the long-term challenges we face. We may identify new or
additional measures to deal with our challenges in coming
years as the environment changes.

Importantly, our corporate plan covers how we will
evaluate our performance over time as an integrated
corporate, markets, financial services and consumer
credit regulator, as well as our capabilities to meet future
regulatory challenges.

Human behaviour
drivers

ASIC's role in creating
the right ‘'nudge’

To further strengthen our capabilities, we look forward to
the Government's response to the Financial System Inquiry
this year, and support the Government's focus on markets,
including reform to the client money and financial market
licensing regimes. We also welcome the Government's
capability review of ASIC.

Those we regulate should focus on creating a customer-
centric culture to prioritise the long-term best interests
of investors and financial consumers. This, in turn, will
ensure all Australians can have trust and confidence in
our financial system over the long term.

Greg Medcraft
Chairman

ASIC'S APPROACH

Financial literacy
Knowledge, skills, attitudes

A
Behavioural biases

v

Culture
Mindset of firms

Incentives
Remuneration structures

Deterrence
The risk and impact of
getting caught

=

Guidance

=

Education
Including MoneySmart

Surveillance

Enforcement

Policy advice

=

Understand

Respond
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Our long-term challenges and strategic priorities

As Australia’s integrated corporate, markets, financial services and
consumer credit regulator, we contribute to Australia’s economic

reputation and wellbeing

Our challenges

We see our long-term challenges that shape our outlook
and strategy for the next four years as:

¢ balancing a free market-based system with investor and
financial consumer protection, with a focus on ensuring
the culture and conduct of financial system participants
emphasises the interests of their customers first

+ digital disruption to existing business models
and channels

* structural change in our financial system through
growth of market-based financing, which is largely
driven by growth in superannuation

+ financial innovation-driven complexity in products
and markets, and

* the impact of globalisation on financial markets
and products.

ASIC'S CORPORATE PLAN 2015-16 TO 2018-19

Our strategic priorities

We respond to these long-term challenges by focussing
on our strategic priorities.!

These are to:

* promote investor and financial consumer trust
and confidence

* ensure fair, orderly, transparent and efficient markets, and

* provide efficient and accessible registration.

These priorities reflect our mandate and purposes under
the Australian Securities and Investments Commission
Act 2001.

Consistent with the principles the regulatory system is
based on, we work to achieve the best level of financial
system risk resilience we can with the resources we have.
We cannot eliminate market risk. We also cannot prevent
all wrongdoing or ensure compensation for investors who
lose money as a result of misconduct.

Consistent with our objective of ensuring efficient markets,
we will keep cutting red tape where it is safe to do so —

for example, by providing waivers from the law where we
assess it is warranted and by removing redundant forms
and processes that provide little regulatory benefit.



ACHIEVING OUR STRATEGIC PRIORITIES

To achieve our strategic priorities over the period covered by this corporate plan, we will use our ‘detect, understand
and respond’ approach where there is wrongdoing or the risk of wrongdoing in the market.

ASIC is a law enforcement agency. A big part of what we do is holding gatekeepers to account — we identify and deal
with those who break the law.

We typically use around 70% of our regulatory resources on surveillance and enforcement.

Detect Respond

We detect wrongdoing through: We respond to wrongdoing or the risk of wrongdoing by:
* surveillance + disrupting harmful behaviour

* gatekeeper breach reports * taking timely enforcement action

¢ industry whistleblowers ¢ engaging with industry and stakeholders

* complaints and reports from the public, and * educating investors and financial consumers

* data matching and analytics. + providing guidance to those we regulate, and

We focus on the areas that pose the greatest risk to + providing Government with policy advice.

investors, financial consumers, and the markets we
regulate. We adopt a risk-based approach to surveillance
so our actions are targeted and proportionate.

We communicate the actions we take to our
stakeholders. We evaluate our performance and learn
from our previous experience. We continue to improve
In this way, we aim to allocate our resources efficiently our practices and develop better ways of doing things.

to achieve our strategic priorities over the longer term. We leverage the knowledge of our stakeholders to
better understand market issues.

Understand

We analyse intelligence to assess risks early and,
where appropriate, respond quickly.
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Our long-term challenges — detecting and understanding

the risk drivers

We respond to our long-term challenges by detecting and understanding
the drivers of risks to investors, financial consumers, and the markets

we regulate

A free market-based system
and investor and financial
consumer protection

Global and Australian economy

Overall, global economic growth prospects are moderate
at 3.3% for 2015, while growth outlooks are uneven with
China (6.8%) and the United States (2.5%) outperforming
the Eurozone (1.5%) and Japan (0.8%).2

The Australian economy is growing at a below-trend pace
of 2.3% over the year to March 2015.3 Inflation remains
subdued at 1.5% over the year to June 2015.* These factors
have contributed to a historically low cash rate.

The Australian housing market has been supported by low
interest rates (2.0% as at 30 June 2015% and strong investor
involvement. Domestic housing finance continues to grow
— particularly for investment purposes, with 52% of the
value of new loans being provided for investor housing in
June 2015, consistently increasing from 36% in June 2009
following the 2008 global financial crisis.®

Australian equity market turnover grew strongly through
2014-15 to $5.25 billion per day, increasing by 13.6%
from 2013-14.7

Culture and conduct

Gatekeeper culture is a driver of conduct in the financial
system. Poor culture, resulting in lack of transparency and
chronic under-pricing of risk, has been noted as one of the
causes of the 2008 global financial crisis and remains a risk.?

Culture is a gatekeeper’s underlying mindset and influences
the behaviour of individuals within an organisation, the
responsibilities and actions of senior management, and

the incentives and systems they put in place. For example,
risk management systems often influence compliance and
reinforce good, or bad, corporate behaviour.

Where culture, incentive structures and systems are poor
or misaligned, the conduct of gatekeepers we regulate
can conflict with customers’ interests and can lead to
unfair outcomes.

A positive culture and corresponding conduct is central
to investor and financial consumer trust and confidence,
market integrity and growth.
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Consumer sentiment, decision making
and financial literacy

Consumers have remained relatively cautious since the
2008 global financial crisis and many believe economic
issues are the big problem facing Australia.? In line with
the cautious sentiment since the global financial crisis,
consumers are more disposed to saving and paying down
debt, with a shift towards investing in real estate since
June 2012.1°

Investor responsibility is a cornerstone of our financial
system. Even so, the ability to make informed financial
choices can be influenced by a range of factors,

including life stages, sales practices, social circumstances
and vulnerabilities. The behaviour of investors and
financial consumers is driven by their financial literacy
—including their knowledge, skills and attitudes —

and behavioural biases.

There are varying levels of financial literacy across the
Australian population. We have concerns about gaps
in some areas, especially understanding of investment
concepts, such as risk-return and diversification, and
decreasing rates of feeling well-informed when making
financial decisions."

Behavioural biases influence consumers in everyday
decisions — including financial decisions. Investors and
consumers are influenced by personal preferences,

beliefs and decision-making shortcuts. These can all have
significant effects in financial and credit markets, where

the complexity, risk, uncertainty and long-term nature of
financial products can accentuate these behavioural biases.

Regulators around the world are realising the impact of
these factors and biases, and taking them into account
when assessing risks. We are using behavioural insights
to help us be a more effective regulator.

Efficient markets

We are committed to reducing unnecessary red tape on
businesses and individuals.

We use our waiver powers to help make the law work better
for businesses where there is a net regulatory benefit, and
to streamline our processes to make it easier for business
to interact with us and meet their obligations.

We pursue initiatives to lower compliance costs for
business. Since September 2013, we have cut red tape for
business by around $400 million, a big contribution to the
Government's annual red tape reduction target.



Digital disruption

Industry and regulators have a common interest in seeing
innovation that fosters investor and financial consumer trust
and confidence.

Global investment in financial technology (fintech) ventures
tripled to US$12.2 billion in 2014, from US$4 billion in 2013.72

Financial innovation provides both opportunities and risks.
New digital strategies continue to challenge traditional
business models, disrupting financial services and markets
and changing how they interact with investors and
consumers across a range of platforms and devices.

We have developed an Innovation Hub to foster digital
innovation and help innovators navigate our regulatory
system. This will in turn deliver potential benefits to
investors, consumers and markets. We will do what

we can to help fintech start-ups take advantage of the
opportunities on offer, provided it does not compromise
investor and financial consumer trust and confidence.

Technological change has also increased the risks of cyber
attacks. The number, sophistication and complexity of
cyber attacks have increased markedly in recent years and
are expected to accelerate in the future.” In 2013, cyber
attacks affected five million Australians at an estimated cost
of $1.06 billion™ The estimated annual cost of cyber attacks
to the global economy is more than US$400 billion.'

Financial services

Digital innovation offers investors and consumers more
ways to interact. We are a nation of rapid adopters of
technology —in 2014, almost 15 million Australians had a
home internet connection and 12.5 million people accessed
the internet via their mobile.® This has contributed to the
growth of online and mobile banking and finance across all
age and income groups.

Innovations are also making electronic payments more
convenient — a recent example is the rise of contactless
cards in Australia.

Digital platforms that enable crowd-sourced equity
funding, marketplace lending between investors,
consumers and businesses seeking finance, advice (‘robo-
advice’) and digital currencies, have grown and are testing
regulatory boundaries.

Marketing efforts are being customised through interactive
data innovations like calculators and product comparison
tools, especially with increased use of 'big data’ and 'social
media mining’.

In the future, we may see further developments in
individually-tailored insurance as insurers increasingly have
access to data and technology that allows them to price risk
in a highly individualised way.

We may also see developments in exchanges using
decentralised ledgers through ‘blockchain’ technology.
This technology forms the basis of many digital currencies,
providing a public ledger of transactions executed. It has
the potential to affect delivery of financial market and
services settlement.

Financial markets

Digital innovation is now also embedded in all aspects
of financial markets through high-frequency trading, new
trading platforms, and the use of vendors to provide
technology-based market functions.

Structural change

There has been a global shift towards market-based
financing. In Australia, the size and growth of the super
sector is contributing to this change.

Funds management, superannuation
and retirement income

The Australian funds management industry reached
$2.6 trillion in total assets in June 2015 — driven by super,
including self-managed super funds.”

Super remains a major source of capital — now

$1.93 trillion'™, with around 30% of this held in self-managed
super funds'?— boosting national savings, increasing the
depth and liquidity of financial markets, and compelling the
participation of nearly all Australians in financial markets.

The movement of savings from the banking sector to the
super sector continues to propel growth in capital markets,
including increased market-based financing.

However, a lack of strong price-based competition in the
super system is leading to higher costs and sub-optimal
outcomes for members.?’ This along with other factors,
such as low member engagement, may lead to Australians
being financially under-prepared for retirement due to the
inadequacy of their retirement income.

ASIC’'S CORPORATE PLAN 2015-16 TO 2018-19
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Our long-term challenges — detecting and understanding

the risk drivers (continued)

Financial advice

Good quality financial advice can be important for people
to both plan ahead for retirement and assess suitable
retirement income options. This is increasingly important as
Australia’s population ages — with those aged 65 and over
projected to increase from 15% of the population in 2015 to
22% by 2055.2

In March 2015, ASIC launched a mandatory national
register of financial advisers to provide consumers

with information about advisers and help them in their
selection of an adviser. The register also ensures, for the
first time, that both ASIC and the financial advice industry
can track advisers as they move within the industry. As at
30 June 2015, the register listed around 22,500 financial
advisers who provide personal advice to consumers.

Funds management is increasingly being bundled with
other financial services under the wealth management
umbrella. The big four banks, who have significant funds
management operations, have increased their share of the
wealth and advice sectors over the past few years.

The move towards vertical integration along the financial
product distribution chain may pose risks to investors and
consumers around the independence and appropriateness
of financial advice. It can make conflicts of interest worse
and heighten the risk of inappropriate in-house products
being sold to consumers.

Financial innovation-driven complexity

Product complexity

Complex financial products are available to investors and
consumers, but can be misunderstood or mis-sold.??2 There
have been increases in the number of investors in hybrid
products and exchange traded options in recent years.%

Financial services is a particularly rich environment for
investor and consumer decision biases. There is a growing
body of research that suggests that, when faced with
uncertainty, people often misjudge probabilities and risk.
While this is acute for complex products, research shows
consumers can lack understanding of even ubiquitous
products like home insurance.?* Cognitive overload,
over-confidence and other biases can lead people to
make poor financial decisions, which can have significant
long-term consequences.

Market complexity

The growing complexity and financialisation of markets
continues to aid innovation and increase efficiency,
changing how financial markets interact, including

with investors. This has increased trading options

for investors through, for example, dark pools and
alternative exchanges.

ASIC'S CORPORATE PLAN 2015-16 TO 2018-19

Globalisation

A key opportunity presented by globalisation is allowing
the free flow of capital across world markets. Australian
companies increasingly rely on global markets to

raise capital.

In the March quarter of 2015, 45% of Australian listed
equities were held by foreign investors.? Over the past
decade, the proportion of non-financial corporate debt
issued offshore has risen strongly to 75% as at June 2015.%
The total level of Australian investment abroad reached

$2.1 trillion in the March quarter of 2015, split almost equally
between equity and debt investments. This represents a
23% increase from the level a year before.?’

Competition and innovation continues to intensify in almost
every segment of the Australian financial market, affecting
existing models for capital raising, secondary trading, and
the management of risk through important developments
in post-trade infrastructure.

An important driver of these developments has been
greater cross-border activity, competition and integration.
Offshore global providers are increasing opportunities

for the Australian market, targeting important areas like
over-the-counter markets, futures trading and clearing and
settlement. For example, we continue to see increased
platform trading of over-the-counter derivatives.

At the same time, globalisation can significantly increase
operational complexity and cost, requiring those operating
in a number of jurisdictions to have separate licences and
to meet different standards of conduct. Misconduct across
borders, such as the manipulation of financial benchmarks,
undermines market integrity and stability. Recent
developments in international financial regulation, such

as over-the-counter derivatives reforms, can also reinforce
market fragmentation if not implemented correctly.



Responding to our long-term challenges

We aim to achieve our strategic priorities by responding to challenges
we face in coming years

In responding to the challenges we face in coming years,
we will work to achieve the best risk resilience that we can
with the resources we have.

This corporate plan outlines how we will respond to
our long-term challenges, and how we will evaluate our
performance in achieving our strategic priorities.

From 2015-16 to 2018-19, we will continue to use our
‘detect, understand and respond’ approach. This includes:

*

undertaking surveillance to detect possible wrongdoing,
including proactive risk-based surveillance in high-risk
areas that we believe will have the greatest impact on
markets, and

applying insights from behavioural economics to
understand if product design or sales and advice models
are taking advantage of biases and affecting trust

and confidence.

Where we detect issues, we will take action. For further
information, see page 5.

We have also identified the risks flowing from the
long-term challenges we face that we believe will be of
particular concern in 2015-16 and warrant our attention
now. These are in the areas of gatekeeper conduct,
cyber attacks, poor financial advice, misalignment of
retail product design and distribution with consumer
understanding, and cross-border businesses,

services and transactions.

While not all of these risks we have identified may

crystallise, we have planned how we will use our resources

and powers to respond to the risks in 2015-16 to achieve
our strategic priorities. There are some drivers of risks

that we cannot influence, and risks that we cannot address

within current regulatory settings.

ASIC’'S CORPORATE PLAN 2015-16 TO 2018-19
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A free market-based system and investor and

financial consumer protection

2015-16 to 2018-19 response

We will meet the long-term
challenge of balancing a free
market-based system and investor
and financial consumer protection
in the next four years

We will focus on:

* responding to poor gatekeeper culture and conduct
— where appropriate, taking enforcement or other
regulatory action

¢ drawing on behavioural economics, and analysing data
on how people make choices to understand consumer
and market problems and pick the right responses to
deal with them

¢ improving financial literacy through:

- implementing the National Financial Literacy Strategy
201417 priorities, including educating the next
generation through the formal education system,
and developing further initiatives

- providing Australians with access to free and impartial
information, tools and resources through ASIC's
MoneySmart website to support their decision-making

- targeting financial literacy strategies to vulnerable
people, and

* pursuing deregulatory initiatives, including sunsetting
legislative instruments to further streamline the
regulatory system.

1 O ASIC'S CORPORATE PLAN 2015-16 TO 2018-19

2015-16 focus — gatekeeper conduct
In 2015-16, we have identified particular risks around poor
gatekeeper culture and conduct in the following areas:

* responsible entities

* lenders

¢ markets, and

+ directors, auditors and insolvency practitioners.

Culture and incentives are key drivers of the behaviour

of the gatekeepers in our system. Our attention to these
areas in the coming year will ensure we achieve the right

balance of investor and consumer protection in our free
market-based system.



2015-16 focus on gatekeeper conduct: Responsible entities

Gatekeeper culture and incentives that result in conduct that fails to treat
customers fairly undermine trust and confidence in the financial system.
This can lead to significant loss, particularly of retirement savings in the

managed funds sector

In 2015-16, we will focus on poor gatekeeper culture and
conduct of fund managers to prevent wrongdoing.

Poor gatekeeper culture and incentives, including weak
compliance systems, can result in investor losses.

This can have a negative effect on investors and
consumers, particularly with retirement savings at risk.

Culture can be hard to change, with significant time needed
to embed new behaviours. However, many gatekeepers

are starting to turn their attention to improving culture.
Many businesses have a solid culture and, for those who

fall short, we will work to help them create the right culture,
including sharing with boards and management when our
surveillance identifies cultural problems.

Remuneration, incentives, performance management and
promotions can act as motivators and reinforce behaviour.
They should be linked to a firm’s values at all levels, and
should act as a mechanism to reward good behaviours
and penalise poor conduct.

Action in 2015-16

We will incorporate culture and incentives more explicitly
into our risk-based surveillance reviews, use the findings to
better understand how culture and incentives are driving
conduct among gatekeepers, and communicate to those
we regulate where we see problems.

We will specifically target areas where poor practices may
increase the potential for misconduct and the risks to trust
and confidence. These areas include:

+ reward and incentive structures, including promotions
* recruitment and training policy

+ whistleblowing policy

* conflicts of interest

* nature and level of complaints and complaints handling
+ remediation policy and procedures, and

¢ corporate governance frameworks to support
customer-centric culture — for example, board oversight
over product approval processes.

We will also monitor innovations and new financial products
and services so they are developed with customers'
interests in mind. This is a fundamental aspect of having

a customer-focussed culture.

ASIC’'S CORPORATE PLAN 2015-16 TO 2018-19
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A free market-based system and investor and
financial consumer protection (continued)

Key activities

Detect

Surveillance

Risk management — review risk management
arrangements in the managed funds sector, including
conflict management, liquidity and leverage

Responsible entities — review risk-profiled responsible
entities with a focus on opaque and complex structures,
liquidity, mandate compliance and custody

Identify inappropriate conduct by assessing breach
reports and reports of misconduct and deciding
whether we need to act further — we expect licensees
to report breaches promptly so we can rectify problems
with individual entities quickly and effectively

Respond

Enforcement

Where appropriate, take enforcement action, accept
enforceable undertakings or issue infringement notices
where we identify wrongdoing

Stakeholder engagement

Facilitate emerging business models, while maintaining
protections for investors and consumers in innovative
products and services, including digital platforms that
enable marketplace funding

Policy advice

Assess limitations on financial services licensing
for responsible managers and responsible officers,
especially in the context of the 'licensees-for-hire’
business model

Performance indicators

Surveillance
Number of failures to comply with conduct obligations

identified and addressed

Improvements in individual responsible entities,
including risk management arrangements, in response
to identified areas of improvement — for example, case
studies of changes to systems, processes or procedures

Published regulatory guidance for risk management
arrangements of responsible entities

Enforcement

Successful enforcement or other action — including
enforceable undertakings and infringement notices

Stakeholder engagement

Streamlined licensing for fintech start-ups

Financial literacy messages delivered about innovative
products and services

Policy advice

Identification of policy issues and law reform options

1 2 ASIC'S CORPORATE PLAN 2015-16 TO 2018-19




2015-16 focus on gatekeeper conduct: Lenders

Lenders may fail to lend responsibly in current economic conditions. This
may lead to borrowers over-extending themselves when taking out loans

We will focus on conduct by lenders in 2015-16 to promote
responsible lending practices and work to reduce the sale
of inappropriate products.

It is critical that lenders do not put borrowers into
unsuitable loans that could lead to them experiencing
substantial financial hardship, now or over the longer term.

Irresponsible lending could be facilitated by conditions like:

+ low interest rates
* significant house price growth

* strong lending competition

Key activities

Detect

Surveillance
Interest only loans — review current market practices
Finance broker compliance - review large finance

brokers’ compliance with responsible lending and
general conduct obligations

Margin lenders — review lending policies

Reduce the sale of inappropriate products, targeting:

¢ payday lending, including compliance with recently
introduced interest rate caps

+ consumer leases

Respond

Enforcement

Where appropriate, take enforcement action, accept
enforceable undertakings or issue infringement notices
where we identify wrongdoing — for example, failures
to comply with responsible lending and general
conduct obligations

Education

Promote messages to people about how to borrow
responsibly and manage debt

* high household debt to income ratios, and
* significant growth in investment housing lending.
These conditions could see a rise in the number of

borrowers with unsustainable debt, particularly if interest
rates increase, unemployment rises or house prices fall.

Action in 2015-16

To ensure responsible lending, we will monitor lenders’
compliance with responsible lending obligations, and also
work to reduce the sale of inappropriate lending products.

N\

Performance indicators

Surveillance

Number of failures to comply with responsible
lending and general conduct obligations identified
and addressed

Improvements by individual lenders in response to
identified areas of improvement — for example, case
studies of changes to systems, processes or procedures

Published reports on surveillance outcomes to articulate
lender standards and expectations, and industry
commitment to address ASIC concerns obtained

Enforcement

Successful enforcement or other regulatory
action — including enforceable undertakings and
infringement notices

Education

Production, delivery and promotion of financial literacy
resources and tools to help people compare different
types of borrowing and how much they can afford

to borrow

ASIC’'S CORPORATE PLAN 2015-16 TO 2018-19
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A free market-based system and investor and
financial consumer protection (continued)

2015-16 focus on gatekeeper conduct: Markets

Culture and incentives that drive poor market conduct (including in
wholesale markets) can threaten market integrity. This can lead to
compromised outcomes for firms and markets, with flow-through

impacts on retail markets

In 2015-16, we will focus on poor gatekeeper conduct in
markets to prevent wrongdoing.

Incentive structures, such as remuneration and rewards,
can influence conduct - either good conduct, which

is reinforced by good culture, or bad conduct, which
threatens investor and consumer trust and confidence.

For market operators and participants, conflicts of interest
arising from remuneration can affect market integrity and
investor outcomes.

Financial benchmark and foreign exchange manipulation,
in Australia and overseas, has raised particular concerns
about culture and conduct in wholesale markets —
threatening market integrity.

Poor management of confidential information can result

in market-sensitive information being compromised, or
market misconduct such as continuous disclosure breaches,
insider trading or market manipulation.

1 4 ASIC'S CORPORATE PLAN 2015-16 TO 2018-19

Action in 2015-16

We will incorporate culture and incentives more explicitly
into our risk-based surveillance reviews, use the findings to
better understand how culture and incentives are driving
conduct, and communicate to the markets we regulate
where we see problems with their culture, incentives

and conduct.

We will specifically target market operators and
participants to identify where weak compliance systems
and poor practices may lead to misconduct. We will:

* identify poor practices and systems in managing conduct
risk — the risk of inappropriate or unlawful behaviour by
management and employees — by issuers, brokers and
investment banks

+ focus on business models, transactions and activities
that pose a high conduct risk — for example, merger
and acquisition and fundraising transactions that may
be high risk (such as backdoor listings or where there
are substantial overseas assets or management) and
business models based on intangibles

* act to improve standards and behaviour in handling
confidential information by issuers, brokers and
investment banks, and handling conflicts of interest by
investment banks, with a particular focus on analysts, and

* focus on conduct risk in wholesale markets, such as the
manipulation of financial market benchmarks and the
practices of investment banks.



Key activities

Detect

Surveillance

Confidential information — review market practices
on confidential information

Conduct risk calculator — benchmark ways investment
banks manage conduct risk and identify potential gaps

Wholesale market conduct risk — do proactive
surveillance of benchmark manipulation through bank
bill issuance/trading and benchmark submitters

ASX market assessment — assess ASX standards and
administration of securities listing function

Merger and acquisition and fundraising transactions
—review certain transactions that pose a high
conduct risk, targeting:

¢ backdoor listings

¢ substantial overseas assets or management

¢ business models based on intangibles

Identify inappropriate conduct by assessing breach
reports and reports of misconduct and deciding
whether we need to act further — we expect licensees
to report breaches promptly so we can rectify problems
with individual entities quickly and effectively

Respond
Enforcement

Where appropriate, take enforcement action, accept
enforceable undertakings or issue infringement notices
where we identify wrongdoing

Performance indicators

Surveillance

Number of failures to comply with conduct obligations
identified and addressed

Improvements in individual market practices in response
to identified areas of improvement — for example, case
studies of changes to systems, processes or procedures

Improved disclosures for individual transactions in
response to identified areas of improvement

Published report of ASX standards and
administration of securities listing function to drive
behavioural and structural changes and set future
development standards

Industry messages delivered to stakeholders, including
market intermediaries, to articulate standards and
expectations on handling confidential information and
managing conduct risk, and obtain industry commitment
to address ASIC concerns

Enforcement

Successful enforcement or other action —including
enforceable undertakings and infringement notices

ASIC’'S CORPORATE PLAN 2015-16 TO 2018-19
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A free market-based system and investor and
financial consumer protection (continued)

2015-16 focus on gatekeeper conduct: Directors, auditors and
insolvency practitioners

Poor conduct by gatekeepers, such as directors, auditors and insolvency
practitioners, or their failure to identify and report inappropriate
conduct of principals, continues to jeopardise market integrity and
investor outcomes

We will focus on conduct by gatekeepers such as directors,  Action in 2015-16
auditors and insolvency practitioners in 2015-16 to ensure
the financial system is sound, so investors have trust and
confidence in our markets and markets are fair, orderly,
transparent and efficient.

We will seek to improve the quality of information provided
to investors and the market, including through enhancing
audit quality, financial reporting and other disclosures.

We will take action against gatekeepers who do not keep

Gatekeepers are often responsible for ensuring financial ! s .
markets, investors and creditors properly informed.

information and disclosures are reported correctly to the

market, investors and creditors. A misinformed market We will focus on ensuring gatekeeper competence and

can lead to investors making inappropriate investment independence, and aim to prevent improper gain.
decisions and disorderly markets.

Poor conduct by gatekeepers - including inadequate
management of conflicts of interest arising from
remuneration and related-party transactions, a lack of
competence, and the misuse of role for improper gain —
can result in significant investor and creditor loss.
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Key activities

Detect

Surveillance

Key financial and transaction information — review
corporate transaction documents lodged with ASIC
and, in some instances, sales disclosures to investors in
connection with fundraising

Disclosures in financial reports — review financial reports
of listed and other public interest entities

Audit quality - review audit firm business models to
ensure appropriate experience and expertise is applied
to increasingly complex clients and businesses, financial
reporting judgments and audit approaches

Insolvency practitioners — review high-risk
insolvency practitioners focussing on independence
(including pre-insolvency advisers), competence and
improper gain (including remuneration)

Lodgement compliance — review systemic
non-compliance by insolvency practitioners with
statutory lodgement obligations

Identify inappropriate conduct by assessing reports
of misconduct and deciding whether we need to act
further — we expect gatekeepers to report issues
promptly so we can rectify problems with individual
entities quickly and effectively

Respond

Enforcement

Where appropriate, take enforcement action or accept
enforceable undertakings where we identify wrongdoing
— for example, action against directors, auditors and
liquidators where their competence or independence is
significantly compromised, or where they have misused
their position for improper financial gain

Performance indicators

Surveillance

Number of failures to comply with conduct obligations

identified and addressed

Improvements in individual entities in response to
identified areas of improvement — for example, case
studies of changes to systems, processes or procedures

Published audit inspection report to articulate standards
and expectations and drive domestic and international
action plans for largest audit firms

Improved disclosures made for individual prospectuses,
related party notices of meeting, schemes and bids in
response to identified areas of improvement

Enforcement

Successful enforcement or other regulatory action —
including enforceable undertakings and deregistering
and suspending individuals

ASIC'S CORPORATE PLAN 2015-16 TO 2018-19
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Digital disruption

2015-16 to 2018-19 response

We will meet the long-term
challenge of digital disruption in
the period to 2018-19

We will focus on:
¢ promoting cyber resilience

+ identifying potential cyber attacks in markets through
real-time market monitoring

* ensuring compliance with licensing obligations, including
the need for adequate technological resources and risk
management arrangements, and disclosure obligations
— where appropriate, taking enforcement or other
regulatory action

* fostering our Innovation Hub to help innovators navigate
our regulatory system, and

* keeping abreast of market developments through our
Digital Finance Advisory Committee.

1 8 ASIC'S CORPORATE PLAN 2015-16 TO 2018-19

2015-16 focus — cyber attacks

The increasing incidence,
complexity and reach of cyber
attacks can undermine businesses
and destabilise our markets,
eroding investor and financial
consumer trust and confidence

in the financial system and the
wider economy

In response to the long-term challenge of digital disruption
to business models and channels, we will highlight the
importance of cyber resilience in the coming year to
promote trust and confidence in the financial system

and market integrity.

Cyber threats are increasingly diverse and sometimes
unforeseeable. With evolution of technology and global
interconnectedness, this risk is constantly changing.

Cyber attacks are considered a systemic risk to the
financial system, especially attacks on essential or critical
services like banking and payments services, or financial
market infrastructure.

It is not possible for businesses or individuals to protect
themselves against every cyber threat.

However, we encourage firms and markets to improve their
cyber resilience, particularly where exposure to a cyber
attack may impact on individuals or market integrity.?

Action in 2015-16

To promote cyber resilience, we will:

* improve awareness of cyber resilience, and increase
the profile of the issues

* incorporate cyber resilience in our surveillance,
particularly for those we regulate that provide critical
services such as financial market infrastructure

+ coordinate and engage with other Government

departments to identify cyber risks and build cyber
resilience, and

¢ continue to monitor market developments.



Key activities

Detect

Surveillance

Identify practices to deal with cyber threats and
technological advances through our Markets
Cyber-Risk Taskforce

Distribute ASIC's cyber resilience calculator results
to participating investment banks for private self-
assessment and peer benchmarking as appropriate

Review financial market infrastructure to focus on
governance and outsourcing

Data matching and analytics

Identify potential cyber attacks in markets through
real-time market monitoring — for example, detecting
anomalous trading patterns that may be the result of
a cyber attack

Respond
Enforcement

Where appropriate, take enforcement action, accept
enforceable undertakings or issue infringement notices
where we identify wrongdoing — for example, deal with
cases where companies and issuers disclosure provides
insufficient information on cyber threats

Performance indicators

Surveillance

Industry messages delivered to stakeholders to increase
awareness of and promote good cyber practices

Improvements by individual investment banks in
response to identified areas of improvement - for
example, case studies of changes to systems,
processes or procedures

Published cyber assessment report to articulate
standards and expectations of financial market
infrastructure

Data matching and analytics

Number of potential cyber attacks identified
and addressed

Enforcement

Successful enforcement or other regulatory action
—including enforceable undertakings, infringement
notices or improved disclosures
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Structural change

2015-16 to 2018-19 response

As structural change in our financial
system driven by growth in
superannuation will continue in the
future, we will meet this long-term
challenge in this period

We will focus on:

* proactive and reactive surveillance in the funds
management sector, including responsible entities
and super fund trustees on a risk-profiled basis —
where appropriate, taking enforcement or other
regulatory action

¢ enabling people to check adviser credentials

* responding to poor financial advice affecting retirement
savings — where appropriate, taking enforcement or other
regulatory action, and

¢ improving remediation where consumers suffer loss.
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2015-16 focus — poor financial advice

Conflicts of interest and variable
competence continue to result in
poor advice that is not in clients'’
best interests. This may lead to
significant investor and financial
consumer loss

In 2015-16, we see structural change heightening the
importance of quality financial advice, and will focus our
attention in this area and on enhancing the professionalism
of financial advisers to meet the long-term challenge.

Accessible and reliable advice is of increasing importance,
especially with increased assets in super. Funds under
advice reached $474 billion in 2014, increasing from

$390 billion in 2012.%°

However, structural changes can also magnify the

risk of retirement losses if advice is not of sufficient
quality. The quality of financial advice continues to be
adversely affected by planners’ conflicts of interest or
poor competence. This can lead to some people being
encouraged or advised to make financial decisions not in
their best interests, resulting in losses they cannot afford.

Vertical integration in the wealth industry can contribute
to conflicts of interest and low investor confidence.

We have seen poor advice in large institutions and in
smaller firms — for example, in life insurance advice
practices® and through the mis-selling of financial products
to investors and consumers.

Action in 2015-16

To improve the quality of financial advice, we will act to:
¢ address conflicted advice, misaligned incentives and
inadequate risk management, particularly in large,

vertically-integrated institutions
* remove or deal with ‘bad apple’ advisers

¢ take other regulatory action where advice is notin a
client’s best interests or gives priority to an adviser's
interests, and

* enhance financial advisers’ professionalism and
ethical standards.



Key activities

Detect

Surveillance

Review advice in large, vertically-integrated
institutions, including how the largest banks deal
with ‘bad apple’ advisers

Identify inappropriate conduct by assessing breach
reports and reports of misconduct and deciding
whether we need to act further — we expect licensees
to report breaches promptly so we can rectify problems
with individual entities quickly and effectively

Respond

Enforcement

Where appropriate, take enforcement action, accept
enforceable undertakings or issue infringement notices
where we identify wrongdoing — for example, where

we identify deficient advice (including poor quality life
insurance advice) or poor licensee conduct

Education

Promote the Financial Advisers Register

Guidance

Develop guidance about remediation where consumers
suffer loss

Policy advice

Work with Treasury to improve the adviser
professionalism and ethical standards, including training

Performance indicators

Surveillance

Number of failures to comply with advice conduct
obligations identified and addressed

Improvements in individual entities in response to
identified areas of improvement — for example, case
studies of changes to systems, processes or procedures

Where appropriate, published reports on surveillance
outcomes to articulate standards and expectations,
increased industry understanding of the impact of
conflicts of interest and industry commitment to address
ASIC concerns obtained

Enforcement

Successful enforcement or other regulatory action
—including enforceable undertakings, infringement
notices, licence cancellations and adviser bannings

Education

People enabled to check adviser credentials, and helped
to choose an adviser — for example, knowing what
questions to ask

Guidance

Published proposed regulatory guidance on remediation

Policy advice

Participation in roundtables and meetings to identify
policy issues and law reform options
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Financial innovation-driven complexity

2015-16 to 2018-19 response

In this period, we will respond to
the long-term challenge posed
by increasing financial innovation-
driven complexity in products
and markets

We will focus on:

* surveillance on complex products, services and
distribution models that pose the highest risks to
investors and financial consumers — where appropriate,
taking enforcement or other regulatory action

* drawing on behavioural economics, and analysing data
on how people make choices to understand consumer
and market problems and pick the right responses to
deal with them

¢ acting to improve financial literacy

* real-time monitoring of our financial markets —
where appropriate, taking enforcement or other
regulatory action, and

* providing policy advice to Government on the detailed
implementation of any law reforms arising from its
response to the Financial System Inquiry.

2015-16 focus — misalignment of retail
product design and distribution with
consumer understanding

There is a misalignment between
how retail products are designed,
disclosed and marketed, with
investor and financial consumer
understanding. This misalignment
continues to disadvantage retail
investors and financial consumers

In 2015-16, we will particularly focus on the misalignment
in retail product design and distribution with consumer
understanding to respond to this long-term challenge and
promote trust and confidence.
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A consumer’s lack of knowledge, vulnerabilities or
behavioural biases can affect the way that they make
financial decisions. The design and marketing of financial
products, combined with their complexity, can exacerbate
consumer biases. Conflicts of interest or misrepresentation
can limit a consumer’s ability to make informed

financial decisions.

Misleading or deceptive disclosure, advertising or
marketing continues to create unrealistic expectations that
can lead to poor decisions. This can result in inappropriate
products being sold to investors and consumers and

can undermine competition. This can also erode trust

and confidence in the financial system.

Complex products may be misunderstood or mis-sold

to investors.3! For example, there has been significant
growth in retail hybrid investors in recent years — with
hybrid security issuance increasing sharply in Australia to a
record high of $14.5 billion in 2014.3 However, the product
complexity and design of hybrid securities, including
difficult-to-price risks, and behavioural biases, can

impair consumer understanding and decision-making.*

Technical innovations and product developments can
facilitate the delivery of appropriate products and services
to investors and consumers. Even so, while products

like retail over-the-counter derivatives have been made
more accessible by electronic trading platforms and
web-based marketing, they can be a complex and risky
retail investment.

The interests of investors and consumers must be at the
heart of new financial product and service developments,
including those initiated by fintech start-up businesses.

Action in 2015-16

To ensure that investors and consumers are less likely
to be disadvantaged as a result of complex products,
services and distribution models, we will work to:

¢ improve their financial literacy through the National
Financial Literacy Strategy, including by enhancing and
promoting ASIC’s MoneySmart website and embedding
financial literacy in the Australian curriculum

* reduce the sale of inappropriate products,
particularly to vulnerable consumers, such as remote
Indigenous communities

+ drive behavioural change with product providers when
retail product design, disclosure and marketing may
be misaligned with peoples’ interests, and

+ review industry practices that may exploit
behavioural biases.



Key activities

Detect

Surveillance

Reduce the sale of inappropriate products, targeting:
* retail over-the-counter derivatives

¢ add-on insurance products in the car finance industry

We also intend to reduce the sale of inappropriate
products targeting payday lending and consumer leases
—see page 13.

Complex products, targeting hybrid securities

Identify inappropriate conduct by assessing breach
reports and reports of misconduct and deciding
whether we need to act further — we expect licensees
to report breaches promptly so we can rectify problems
with individual entities quickly and effectively

Data matching and analytics

Draw on behavioural economics, and collect data on
how people make choices to understand consumer and
market problems and pick the right responses to deal
with them - for example, understanding biases that
affect financial advice decisions or how consumers use
credit cards

Respond
Enforcement

Where appropriate, take enforcement action, accept
enforceable undertakings or issue infringement
notices where we identify wrongdoing — for example,
stop the sale of inappropriate financial products to
Indigenous communities

Education
Act to improve financial literacy through:

¢ implementing the National Financial Literacy Strategy
2014-17 priorities, including educating the next
generation through the formal education system

¢ providing Australians with access to free and
impartial information, tools and resources through
ASIC's MoneySmart website to support their
decision-making

+ targeting financial literacy strategies to
vulnerable people

Performance indicators

Surveillance

Number of failures to comply with conduct obligations

identified and addressed

Improvements in individual entities, or improved
disclosures made, in response to identified areas of
improvement — for example, case studies of changes
to systems, processes or procedures

Where appropriate, published reports on surveillance
outcomes to articulate standards and expectations,
and industry commitment to address ASIC

concerns obtained

Data matching and analytics

Existing practices that may encourage investor and
financial consumer disengagement with products
identified, and proposals to increase engagement levels
and reduce the potential for providers to take advantage
of disengagement developed

Enforcement

Successful enforcement or other regulatory
action — including enforceable undertakings and
infringement notices

Education

Production, delivery and promotion of financial

resources and tools, including:

* ASIC's MoneySmart website and related tools
and resources — for example, ASIC's MoneySmart
teaching resources

* resources to support vocational education
and training

* Women's Money Toolkit
* tailored resources for Indigenous consumers
Number of unique visitors to ASIC’'s MoneySmart

website, and proportion who took subsequent action
on their finances
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23



Globalisation

2015-16 to 2018-19 response

Over the next four years to 2019,
the long-term challenges raised by
globalisation will continue to hold
our attention

We will meet this challenge by:

* influencing international policy, actively participating
in international co-operation and standard setting

¢ pursuing bilateral and multilateral arrangements with
our counterparts to reduce regulatory burdens for
cross-border activity and build capacity

* where appropriate, taking cross-border enforcement
or other regulatory action, and

+ analysing intelligence on innovative businesses,
services and transactions in global markets.

2015-16 focus — cross-border
businesses, services and transactions

Cross-border developments are
resulting in more fragmentation
across businesses, services

and transactions. This may
compromise market integrity and
the outcomes for investors and
financial consumers

In 2015-16, we will particularly focus on the risks posed by
globalisation, which is driving greater fragmentation across
businesses, services and transactions.

Resilient capital markets through market-based
financing and cyber resilience are fundamental to driving
economic growth.

Encouraging further cross-border businesses, services and
transactions, as well as further integration of international
markets, will deliver significant economic benefits to
Australian markets, providers, investors and consumers.
This will enable Australian businesses to avoid substantial
compliance costs, compete better, and will increase
market efficiency.
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Our work with other Australian and international regulators
to implement G20 commitments to reform our over-the-
counter derivatives markets, develop the Asia Region
Funds Passport and support substituted compliance allows
us to take action for the longer term benefit of Australians.
This work promotes cross-capital flows into Australia

and gives market participants and end users access to
international markets.

At the same time, increased globalisation and cross-
border developments mean greater fragmentation
across businesses, services and transactions, potentially
compromising market integrity and the outcomes for
investors and consumers. Challenges include:

* slow and uneven implementation of international
regulatory standards, which could lead to inconsistent or
lower standards in some jurisdictions — it might also add
complexity for Australian market participants accessing
international markets

* risks to Australian investors from emerging market issuers
— entities listed in Australia that have substantial assets or
management offshore in emerging markets, and

* increased trading options for investors through dark
pools, alternative exchanges and international trading
facilities, which may result in regulatory arbitrage and
risks to investors.

Action in 2015-16

To promote cross-border developments and integration
to drive economic growth while minimising the risks,
we will focus on:

* international co-operation and standard setting,
including implementing international standards like
over-the-counter derivatives reforms

* recognition of Australia’s regulatory regime by
international authorities to facilitate substituted
compliance

¢ supporting leadership roles in the International
Organization of Securities Commissions (I0OSCQO) and
other international organisations to build resilient
capital markets, and

+ addressing new and innovative businesses, services
and transactions in global markets to harvest
opportunities and mitigate risks.



Key activities

Detect

Surveillance

Review corporate transaction documents like
prospectuses, especially those from emerging
market issuers

Data matching and analytics

Analyse intelligence on innovative businesses, services
and transactions in global markets — this includes
through regular market and industry discussions with
European Union, North American and Asian regulators
on developments, drivers and risks in Australian capital
markets and financial market infrastructure

Respond

Policy advice

Develop and implement international market policy,
including through:

* international leadership — for example,
continued contribution to IOSCO

* implementation of the G20 over-the-counter
derivatives reforms

+ development of regional and global standards in
the funds management sector through continued
development and implementation of the
Asia Region Funds Passport

¢ supporting international standards in the Asia Pacific
region through capacity building, and

+ reducing regulatory burdens for cross—border activity
through bilateral and multilateral engagement

Enforcement

Where appropriate, take enforcement action, accept
enforceable undertakings or issue infringement
notices where we identify wrongdoing — for example,
manipulation of certain financial benchmarks

Performance indicators

Surveillance

Disclosure improvements by individual issuers in
response to identified areas of improvement

Data matching and analytics

Participated in forums with northern hemisphere and
regional jurisdictions to harvest innovative businesses,
services and transactions in global markets, while
mitigating risks

Policy advice

International policy initiatives progressed, with
milestones achieved

Bilateral and multilateral engagements established,
with satisfactory progress made on finalising
international cooperation arrangements

Enforcement

Successful enforcement or other regulatory
action — including enforceable undertakings and
infringement notices

ASIC’'S CORPORATE PLAN 2015-16 TO 2018-19
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Providing efficient and accessible registers

ASIC's registry business — the companies register, business names register
and other corporate and professional registers — forms a critical part

of Australia’s economic infrastructure and is essential to the operation

of our economy

In the period covered by this corporate plan, we will We are also helping Government to implement its
continue to transform our registry business — including small business reforms package, streamlining business
digitising our services — to provide efficient and accessible  registration via a single online registration service,
registers and make it easier to do business in Australia. including business name and company registration.
Digitising our services provides a more contemporary In May 2015, the Government announced a competitive
service for customers, consistent with the Government's tender process to test the market on the capacity of
digital economy agenda. a private sector operator to upgrade and operate

the ASIC registry. This work is underway and we are

We will continue to provide a valuable service to Australians T
providing support to the Government.

as we respond to their enquiries through our Customer
Contact Centre and website — www.asic.gov.au.
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Evaluating our performance

We are committed to evaluating our performance

We have a performance evaluation framework, which shows

how we will measure our performance, over the periods
covered in this corporate plan, in achieving our priorities
and purposes based on:

* outcomes — indicators of perceived and actual
behaviours that demonstrate trust and confidence
in the financial system, and

* activities — what we do using our regulatory tools.

A sample of key indicators and activities is outlined in the

In the future, consistent with the Government's
expectations and their desired level of sector resilience, we
may look to set additional sector-specific metric targets —
both short and longer term outcomes.

This is consistent with our approach to performance
reporting against our Portfolio Budget Statements.

We will continue to evaluate performance against the ASIC
Service Charter, which covers our most common interactions
with stakeholders and sets performance targets for each.

framework below — these are in addition to the specific
performance indicators identified in this corporate plan.

In measuring our performance in our annual performance
statement, we may use case studies and tailored initiative
impact assessments. We will also rely on our periodic
stakeholder surveys to consider perceptions of trust and
confidence. We expect to conduct our next stakeholder

survey in 2016-17, and will consider further how we can use
social media and other data analytics to track our outcomes

more frequently.

Objectives

Sectoral outcomes

Our Service Charter measures reflect our resourcing
capacity in our registry and regulatory businesses,
and our commitment to online customer service.

We will also specifically evaluate our performance in
minimising regulatory burden as part of the Government’s
deregulation agenda. The Regulator Performance
Framework mandates measures in communication,
risk-based and proportionate approaches, transparency,

reducing regulatory burden and continuous improvement.

Investor and financial consumer trust and confidence

Fair, orderly, transparent and efficient markets

Indicators of perceived and actual behaviours, including:

Financial literacy

Good conduct

Efficient markets

ASIC outcomes

ASIC stakeholder survey data
with sector-specific results
External survey data - for
example, ANZ Survey of Adult
Financial Literacy in Australia
Published ASIC reports

on surveillance and data
review findings

Specific levels of ASIC activity,

Number of unique visitors

to ASIC’s MoneySmart
website, and proportion who
took subsequent action on
their finances

Number of financial literacy
resources produced
and delivered

Case studies and
tailored initiative impact
assessments

ASIC stakeholder survey with
sector-specific results

External survey data

Published ASIC reports
on surveillance and data
review findings

including:

Number of surveillances completed

% misconduct reports resolved
resulting in changes to systems,
processes or procedures, or
corrective disclosures made

Number of investigations and
criminal and civil litigations and
administrative actions completed

% successful criminal and
civil litigation

Number of enforceable
undertakings accepted
Number of new or revised
regulatory guides published
Case studies and tailored
initiative impact assessments

ASIC stakeholder
survey with sector-
specific results
External survey data
Published ASIC reports
on surveillance and
data review findings

Number of relief
applications received
and approved

Total dollar value
of net benefit of
deregulatory measures

Case studies and
tailored initiative
impact assessments
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Strengthening our capabilities

Budget

Our departmental appropriation is around $312 million,
which is expected to decrease slightly over time, to around
$310 million by 2018-19.

In 201516, our budget is approximately $337 million,
including revenue from independent sources and
capital funding.

Each year, we adjust our resource allocation to reflect
funding available, and our statutory mandate and
purposes. For example, the following charts indicate the
proportion of our 2015-16 operating expenditure we
expect to allocate to:

¢ achieving our priorities, and

* the tools to achieve these priorities.

Forward Forward Forward
estimate estimate estimate
2015-16 2016-17 2017-18 2018-19
($000s) ($000s) ($000s) ($000s)
Operating expenditure funded by: $311,630 $305,588 $307,544 $309,913
Departmental appropriation $311,630 $305,588 $307,544 $309,913
Revenue from independent sources $2,319 $4,524 $4,532 $4,532
Capital funding $23,130 $23,789 $22,490 $24,041
Total budgeted resources $337,079 $333,901 $334,566 $338,486
19% 42%
Registry Enforcement

5%

19% 39% Licensing and professional regis‘cration\\>

Registry  Investors 4%
and Financial Education

Consumers
3%
Guidance

42% 2%

Markets Policy advice

19%

Surveillance

6%
Engagement with
industry stakeholders

Where possible, we will seek to recover the cost of
regulation from the people that cause the need for it.
For example, we will often seek to recover the costs
of our investigation where there has been successful
court action.®

We continue to advocate for an industry funding model to
provide us with greater stability and certainty of funding,
and to ensure we are adequately resourced to achieve
our priorities. The Financial System Inquiry recommended
the Government pursue this funding model for ASIC,

and the Government released a consultation paper on

28 August 2015 seeking stakeholder views on introducing
this model for our regulatory activities.
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People

Our talented and dedicated staff (of around 1,600 full-time
equivalent positions) work at ASIC for good reason.

Our staff are highly qualified and experienced. Their
expertise spans a range of disciplines — commerce, finance,
law, economics, policy, information technology, and
accounting — and their experience helps us achieve our
priorities and purposes.

We also have a dedicated team responsible for embedding
behavioural insights of investors and gatekeepers in
our work.

We invest in strengthening our long-term capabilities
through our people, and will continue to do so over the
next four years.



We have undertaken a workforce planning review to
determine the capabilities we will need over the longer
term to meet our objectives.

We build our people’s skills through our learning
frameworks — focussed on activities like regulatory practice,
investigation, accounting and auditing, and legal — and

our continuous professional development programs.

We will also establish a data analyst professional network
to enhance expertise in data analytics in 2015-16.

We invest in recruiting and developing high-potential
talent to contribute to our organisational capability.
Our 'talent framework’ and development activities
include formal learning and development programs
and experience-based learning.

We value diversity in our people and recognise its
strengths in increasing our effectiveness. This is embedded
in ASIC's Diversity Council, a governing body set up in
2014 to improve diversity outcomes across ASIC.

In addition, we remain committed to securing a broader
ability to attract and retain staff beyond the constraints of
the Public Service Act 1999. This will provide us with greater
flexibility and agility over the longer term. The Financial
System Inquiry supported this proposal in its final report.

Process and technology

ASIC's Technology Governance Board manages our
technology priorities and investments, as well as the
technology components of new policy proposals.

We are committed to the Government's Digital
Transformation Agenda to improve government service
delivery. We will work with other Government agencies
to deliver initiatives, including the new business account
and improving access to information.

We are enabling the digital transformation of our
internal processes.

We are transforming our regulatory business so we can
work more effectively. This includes a plan to improve
our capabilities and processes and deliver smarter data
and better tools. It will span the period covered by our
corporate plan. We are cementing a common approach
through consistent terminology and processes, applying
best practice and continuous learning, optimising

data collection, digitising the data we hold and better
sharing information.

This will allow us to do more with the resources we have,
using innovative ways to target and streamline our work.
Our risk-based approach also means we allocate resources
to conduct we think poses the most risk.

We are focussed on improving the way we capture, share
and use data.

We capture data through our emerging and strategic risk
analysis process and consultative specialist and stakeholder
committees. This helps us to assess intelligence and
identify and analyse immediate and forward-looking risks
to respond to emerging issues. We are also enhancing

the way we capture data, streamlining processes through
online data portals, our Market Analysis and Intelligence
system and digital data capture — for example, of over-the-
counter derivative trades.

To fully realise the potential of the increasing digitisation
of data and the speed of our access to information, we
are introducing a single workflow management system to
make us more effective in delivering better information
sharing and problem solving and improve our ability to
work flexibly.

In addition, we are finding new ways to interrogate data to
better target our actions. We have increased capabilities
in data analytics tools, leveraging technology to deliver
deregulatory and efficiency benefits, for example:

* implementing our Flexible Advanced Surveillance
Technology program — our near-complete four-year
technology improvement program is allowing us to
better detect market misconduct and target our actions
through real-time market surveillance technologies,
supporting our investigations and enforcement activity
through analysis of amounts of data from multiple
sources, and providing market entities with ways to
help them comply with the law, and

* promoting the internal transition to digital processes,
including digitising the unclaimed monies processes and
the digital data capture of managed investment scheme
and financial adviser forms and lodgements.
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Strengthening our capabilities (continued)

Culture and governance

Our values — accountability, professionalism and teamwork
— guide us to work collaboratively to achieve our priorities.
Our values provide staff with a shared understanding of
what we do and why we do it.

Our values underpin everything we do. They guide the way
we work, the way we make decisions and how we interact
with each other. They define what our stakeholders and
customers can expect when they deal with us.

We are an independent Commonwealth government bodly,
set up under the Australian Securities and Investments
Commission Act 2001. We operate under the direction of
five full-time Commissioners appointed by the Governor-
General on the nomination of the Treasurer.

We are accountable to the Commonwealth Parliament, and
to our responsible Ministers for our actions — the Treasurer,
the Assistant Treasurer, the Parliamentary Secretary to the
Treasurer, as well as the Minister for Small Business.

The Parliamentary Joint Committee on Corporations
and Financial Services provides parliamentary oversight
of ASIC. We also appear before other parliamentary
committees and inquiries as required.

Risk management and audit

Our risk management framework is consistent with the
Commonwealth Risk Management Policy.

We recognise everyone at ASIC has a role to play in
managing risk.

We scan our environment to identify, evaluate and manage
risks as part of our risk framework. We share intelligence
with other regulators — domestic and international —

to inform this framework.
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Our strategic risks are those that can pose a threat to us
achieving our priorities. Our operational risks — including
threats to information technology, data management and
financial position (for example, limits in attracting specialist
staff) — can impact on delivery of the business activities that
support our priorities.

Our Risk Committee ensures management of these risks
and escalates significant risks to our Commission.

Our Emerging Risk Committee analyses emerging risks
that are on, or over, the horizon or on the edges of our
regulatory perimeter.

Our risk management framework is complemented
by a robust fraud control plan and business continuity
management — including pandemic response and
disaster recovery.

Our Audit Committee reviews whether ASIC management
has a current and sound enterprise risk management
framework in place, together with procedures for managing
our business and financial risks. Our Audit, Assurance

and Compliance area supports the Audit Committee

and reviews independently the effectiveness of our risk
management framework.
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