
 

 

22 April 2026 
 
 

 
Senior Executive Leader 
Financial Advice and Investment Management 
Australian Securities and Investments Commission 
Level 5/100 Market St 
Sydney NSW 2000 
 
via email: rri.consultation@asic.gov.au 
 
Dear Ms Sciacca 
 

RE: Consultation Paper 388 – Net tangible assets requirements for responsible entities 

 

The Financial Services Council (FSC) welcomes the opportunity to provide a submission to the 
Australian Securities and Investments Commission’s (ASIC’s) consultation on net tangible 
assets (NTA) requirements for responsible entities (CP388). 

The FSC recognises that ASIC’s review of the NTA requirements for responsible entities is timely 
in light of the Shield and First Guardian matters, and recognises the importance of ensuring that 
all parts of the regulatory framework that touch on managed investment schemes and their 
distribution remain fit-for-purpose. 

Given the thresholds have not been updated since 2013, there is a clear case for recalibration 
to reflect both the effect of inflation and changes in the scale and operating environment of the 
managed investment scheme (MIS) sector. 

The FSC considers that the primary purpose of the NTA framework is to ensure that responsible 
entities are entities of substance, demonstrating a clear and ongoing commitment of capital to 
their business. In this sense, the NTA requirement operates as a baseline safeguard, ensuring 
that only appropriately resourced entities are entrusted with managing client assets. It is not 
intended to operate as a prudential capital regime or to address risks more appropriately 
managed through governance, supervision and enforcement. 

In this context, the FSC supports a targeted and proportionate recalibration of NTA thresholds, 
particularly at the lower end of the market. This will strengthen baseline standards and 
reinforce expectations that responsible entities are appropriately resourced, without 
introducing unnecessary cost, complexity or barriers to entry. 

The FSC emphasises that the NTA framework should remain simple, clearly drafted and 
operationally workable. Even under the current settings, NTA requirements can be challenging 
to interpret and apply in practice. Introducing additional complexity, including frequent 
adjustments or variable requirements, risks increasing compliance burden and the likelihood of 
inadvertent non-compliance. Maintaining simplicity and clarity should therefore be a key 
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objective of any reform. 

The FSC also considers it important that the framework avoids duplication or layering of capital 
requirements. Many responsible entities already hold capital above minimum thresholds, 
including through revenue-based requirements, and additional settings should not overstate 
underlying risk or constrain the efficient use of capital. This is particularly relevant where 
entities perform multiple regulated functions. 

The FSC also notes the increasing scale and importance of adjacent investment structures, 
including managed discretionary accounts (MDAs), and the need to ensure that financial 
resource requirements are applied in a consistent and proportionate manner across 
comparable activities, taking into account differences in business models and risk profiles. 

The FSC therefore considers that reforms should focus on: 

• implementing targeted recalibration of baseline thresholds, rather than broad 
increases;  

• adopting periodic review and adjustment mechanisms (for example, every 3–5 years), 
rather than ongoing indexation;  

• ensuring requirements remain proportionate to the role performed and risks assumed;  

• avoiding duplication or layering of capital requirements, including where entities 
perform multiple regulated functions;  

• refining the interaction between NTA and liquidity requirements to avoid compounding 
capital constraints; and  

• exploring targeted approaches in limited circumstances where there is a clear 
combination of factors indicating elevated risk, without introducing a prescriptive or 
complex risk-based capital framework.  

The FSC also considers that there would be value in providing greater clarity on the purpose and 
practical application of the NTA requirement. While the Consultation Paper refers to NTA as 
supporting outcomes such as meeting operating costs, facilitating an orderly transition, or 
funding a wind-up, the current framework limits the extent to which NTA can be utilised in 
practice without triggering a breach of licence conditions. This reinforces that NTA is not a 
readily deployable financial buffer, but rather a requirement to demonstrate financial 
substance. Clearer guidance on the permitted use of NTA would assist responsible entities in 
understanding the role of the requirement and reduce the risk of misinterpretation. 

Finally, any changes should be supported by appropriate transition periods, recognising that 
increases in NTA requirements may require capital to be raised, funding arrangements to be 
reviewed, and internal governance processes to be followed. A longer implementation 
timeframe will support orderly transition and reduce the risk of unintended disruption. 
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About the Financial Services Council 
The FSC is a peak body which sets mandatory Standards and develops policy for more than 130 
member companies in one of Australia’s largest industry sectors, financial services. Our Full 
Members represent Australia’s retail and wholesale funds management businesses, 
superannuation funds, and financial advice licensees. Our Supporting Members represent the 
professional services firms such as ICT, consulting, accounting, legal, recruitment, actuarial 
and research houses.  

The financial services industry is responsible for investing more than $4 trillion on behalf of over 
16.9 million Australians. The pool of funds under management is larger than Australia’s GDP 
and the capitalisation of the Australian Securities Exchange and is one of the largest pools of 
managed funds in the world. 

 

Summary of Recommendations 

1. ASIC to implement a targeted and proportionate increase to NTA thresholds, to reflect 
the need for REs to be entities of substance; 

2. ASIC to provide clearer guidance on the purpose and permitted use of NTA, including 
the circumstances in which it may be utilised and the legal constraints on its use, to 
improve clarity and reduce compliance risk; 

3. ASIC to consider whether threshold adjustments can be informed by measures that 
better reflect MIS sector growth, while maintaining simplicity and minimising ongoing 
compliance burden; 

4. ASIC to adopt periodic review and adjustment of NTA thresholds (e.g. every 3–5 years), 
informed by CPI or other benchmarks, rather than ongoing indexation; 

5. ASIC to adopt a broad-based increase to the minimum concessional NTA threshold of 
up to $1 million; 

6. ASIC to maintain a single, responsible entity-level minimum threshold and not 
introduce a per scheme operated approach; 

7. ASIC to apply a modest and proportionate uplift to the $5 million cap, calibrated to 
reflect changes in the scale and operating environment of the MIS sector; 

8. ASIC to retain the linkage between NTA and liquidity requirements, and provide greater 
flexibility and clarity on the types of assets that may qualify as liquid, to better align the 
framework with operational needs; 

9. ASIC to maintain a linkage between liquidity requirements and NTA, and provide greater 
flexibility in the composition of liquid assets, including consideration of a tiered 
approach that allows a broader range of safe and liquid assets to satisfy the 
requirement; 

10. ASIC to provide a minimum 24-month transition period for any changes to the NTA and 
liquidity requirements, to support orderly implementation and reduce the risk of 
unintended disruption; 
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outcomes. This is particularly relevant at the lower end of the market, where a higher baseline 
requirement can help mitigate risks associated with under-resourced operators, without 
imposing unnecessary burden on well-established entities. 

At the same time, any increase should remain proportionate and targeted, recognising the 
diversity of business models across the sector and the role of the concessional framework 
where assets are held by an external custodian. The objective should be to strengthen the 
baseline of the regime, rather than introduce settings that operate as a prudential capital buffer 
or create unreasonable barriers to entry. 

B2Q2 Do you prefer proposal B2(a) or B2(b)? Please provide reasons.  
B2Q3 If we adopt proposal B2(a), what should the fixed amount be? What is the basis for this? 
B2Q4 Do you agree that this proposal is appropriate to support the objectives of the NTA 
requirement? If not, why not?  

The FSC supports proposal B2(a), which involves increasing the fixed minimum NTA threshold, 
and does not support proposal B2(b), to have a “per scheme operated” requirement. 

A fixed minimum threshold provides a clear, simple and predictable requirement, consistent 
with the purpose of ensuring responsible entities are entities of substance. 

The FSC does not support a “per scheme operated” approach. Responsible entities typically 
operate multiple schemes using shared infrastructure, personnel, systems and governance 
frameworks. A per scheme requirement would not reflect how businesses operate in practice 
and would risk overstating the level of financial resources required. The test of 0.5% of the 
average value of fund assets (up to $5 million) already serves as the metric reflecting the size of 
the RE’s business, and it is not necessary to also require $150,000 per scheme to be set aside 
as NTA. 

A per scheme approach may also create unintended distortions, including: 

• disproportionately impacting business models that operate multiple schemes;  

• discouraging product innovation or the establishment of new schemes; and  

• introducing additional complexity without a corresponding regulatory benefit.  

The FSC supports a higher minimum threshold of up to $1 million. 

This level represents a meaningful uplift from current settings and appropriately strengthens 
the baseline requirement. It provides a clear signal that responsible entities are expected to 
maintain a minimum level of financial substance, while remaining proportionate and workable 
across a range of business models. 

Importantly, this approach avoids duplication with existing scaling mechanisms within the NTA 
framework, including revenue-based tests, which already increase capital requirements for 
larger or more complex businesses. 

More broadly, increasing the minimum threshold in this way is appropriate to support the 
objectives of the NTA framework, provided it remains focused on baseline capability and avoids 
introducing unnecessary complexity or cumulative capital requirements. 




















