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About this CRIS
This Cost Recovery Implementation Statement (CRIS) provides information
on how we will implement the industry funding model and recover:

e the costs of our regulatory activities from each industry subsector in
2021-22 (in Part 1); and

*  our user-initiated and transaction-based regulatory costs via fees for
service in 2021-22 (in Part 2).



Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

About ASIC regulatory documents ‘

In administering legislation ASIC issues the following types of regulatory
documents.

Consultation papers: seek feedback from stakeholders on matters ASIC
is considering, such as proposed relief or proposed regulatory guidance.
Regulatory guides: give guidance to regulated entities by:

*  explaining when and how ASIC will exercise specific powers under
legislation (primarily the Corporations Act)

e explaining how ASIC interprets the law
e describing the principles underlying ASIC’s approach

e giving practical guidance (e.g. describing the steps of a process such
as applying for a licence or giving practical examples of how
regulated entities may decide to meet their obligations).

Information sheets: provide concise guidance on a specific process or
compliance issue or an overview of detailed guidance.

Reports: describe ASIC compliance or relief activity or the results of a
research project.

Disclaimer

This CRIS does not constitute legal advice. We encourage you to seek your
own professional advice to find out how the Corporations Act and other
applicable laws apply to you, as it is your responsibility to determine your
obligations.
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Introduction to the CRIS

Purpose of the CRIS

1 Each year, we publish a Cost Recovery Implementation Statement (CRIS)
under the Australian Government Charging Framework, specifically the
Australian Government Cost Recovery Guidelines (Cost Recovery Guidelines).

2 The Cost Recovery Guidelines set out the framework under which the
Australian Government and ASIC design, implement and review regulatory
charging activities. Under the guidelines there are two types of cost recovery
charges. The characteristics of the activity determine whether the costs will
be recovered through:

(@) cost recovery levies—charges imposed when a good, service or
regulation is provided to a group of individuals or organisations (e.g. an
industry subsector), rather than to a specific individual or organisation; or

(b) cost recovery fees—fees charged when a good, service or regulation is
provided directly to a specific individual or organisation (see the Cost
Recovery Guidelines, paragraph 4).

3 The CRIS provides industry with our estimates of the regulatory costs to be
recovered through industry funding. The aim is to help entities plan and
budget for the levies and fees to be charged.

Background to the industry funding model

4 On 20 April 2016, the Australian Government announced it would introduce
an industry funding model for ASIC. The Australian Government undertook
extensive consultation to develop and refine the industry funding model: for
more information on this consultation, see paragraphs 261-262.

5 In August 2021, the Australian Government announced temporary relief for
Australian financial services (AFS) licensees that provide personal advice to
retail clients on relevant financial products (financial adviser levy relief).
The relief restored the graduated component of the levy charged for this
subsector to its 2018—19 level for two years (2020-21 and 2021-22).

Note: See the Hon. Josh Frydenberg MP, former Treasurer, and Senator the Hon. Jane
Hume, former Minister for Superannuation, Financial Services and the Digital
Economy, Temporary and targeted relief on ASIC levies for financial advisers, joint
media release, 30 August 2021.
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6 Under the industry funding model, our regulatory costs in 2021-22 will be
recovered from the industry sectors we regulate through a combination of:

(@) industry funding levies charged to 52 subsectors, consisting of:

(i) general industry levies (cost recovery levies), for ongoing
regulatory activities that are consistent with the Australian
Government Charging Framework. These activities relate to

supervision and surveillance, enforcement, industry engagement,
education, guidance, and policy advice (see Part 1 of the CRIS); and

(i) statutory levies for activities the Australian Government has
decided should be cross-subsidised between industry subsectors.
This includes the recovery of costs from industry for education
provided to consumers (see Table 3 and Table 5); and

Note: In this CRIS, we use the term ‘industry funding levies’ to refer to cost recovery
levies and statutory levies collectively.

(b) cost recovery fees (fees for service) for user-initiated, transaction-based
activities where we provide a specific service to individual entities.
These activities include licensing, professional registration, applications
for relief and review of corporate finance transaction documents (see
Part 2 of the CRIS).

Structure of the CRIS

7 This CRIS is divided into three parts:

(@) Part 1 of this CRIS provides information about how the costs of our
regulatory activities in 2021-22 will be recovered from each industry
sector via industry funding levies under the industry funding model.
Table 1 provides an overview of the 52 subsectors from which we will
recover our regulatory costs through industry funding levies, including
references to the relevant parts of this CRIS where a further breakdown
of costs is provided.

(b) Part 2 of this CRIS provides information about how we will recover our
user-initiated and transaction-based regulatory costs via cost recovery
fees in 2021-22. It includes information about fees for service and the
methodology for calculating the fees.

(c) Part 3 of this CRIS covers the stakeholder engagement undertaken, how
we measure our financial and non-financial performance, key events
and estimated dates, and the CRIS approval and change register.
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Table 1:
Corporate sector (Section E)
Subsectors
Listed corporations
Unlisted public companies
Large proprietary companies
Small proprietary companies
Auditors of disclosing entities
Registered company auditors

Registered liquidators

2021-22 (estimate)
$44.969m

$2.491m

$10.986m
$20.278m

$7.283m

$0.985m

$4.778m

2020-21 (actual)
$58.247m
$2.973m

$7.925m
$18.781m
$7.823m

$1.807m

$5.125m

Overview of costs to be recovered through industry funding levies, by subsector

Table references

Table 10, Table 11

Table 10, Table 12

Table 10, Table 13

Table 10, Table 14

Table 10, Table 15

Table 10, Table 16

Table 10, Table 17

Note: The regulatory costs for small proprietary companies are recovered through an increase to the annual review fee for

proprietary companies.

Deposit taking and credit section (Section F)

Subsectors

Credit providers

Small and medium amount credit providers
Credit intermediaries

Deposit product providers

Payment product providers

Margin lenders

2021-22 (estimate)
$34.613m

$5.033m

$10.897m
$14.009m

$2.291m

$0.002m

2020-21 (actual)
$33.057m
$4.897m
$11.362m
$7.521m

$2.406m

$0.070m

Table references

Table 19, Table 20

Table 19, Table 21

Table 19, Table 22

Table 19, Table 23

Table 19, Table 24

Table 19, Table 25

Investment management, superannuation and related services section (Section G)

Subsectors
Superannuation trustees
Responsible entities

Wholesale trustees

Operators of notified foreign passport funds
and regulated former notified funds

Custodians

Investor directed portfolio services (IDPS)
operators

2021-22 (estimate)
$37.923m
$20.749m

$5.790m

$0.008m

$0.138m

$0.826m

2020-21 (actual)
$26.948m
$25.204m

$3.008m

$0.007m

$0.311m

$0.953m

Table references

Table 27, Table 28

Table 27, Table 29

Table 27, Table 30

Table 27, Table 31

Table 27, Table 32

Table 27, Table 33
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Subsectors

Managed discretionary account (MDA)
providers

Traditional trustee company service
providers

2021-22 (estimate)

$2.799m

$0.207m

2020-21 (actual)

$2.418m

$0.278m

Market infrastructure and intermediaries section (Section H)

Subsectors

Large securities exchange operators
Large futures exchange operators
Small futures exchange operators
Small securities exchange operators

Small securities exchange operators with
self-listing function only

New specialised market operators
Established specialised market operators
Overseas market operators

Tier 1 clearing and settlement (CS) facility
operators

Tier 2 CS facility operators
Tier 3 CS facility operators
Tier 4 CS facility operators
Exempt CS facility operators

Australian derivative trade repository
operators

Exempt market operators

Credit rating agencies

Benchmark administrator licensees
Large securities exchange participants

Large futures exchange participants

Securities dealers

Corporate advisers

2021-22 (estimate)
$5.768m
$1.677m
$0.187m
$0.581m

$0.001m

$0.005m
$0.832m
$0.527m

$1.885m

$0.208m
$0.032m
$0.001m
$0.001m

$0.153m

$0.083m
$0.068m
$0.482m
$19.201m
$4.217m
$1.765m

$1.778m

2020-21 (actual)
$4.601m
$1.427m
$0.640m
$0.570m

$0.001m

$0.004m
$0.685m
$0.441m

$1.600m

$0.171m
$0.026m
$0.001m
$0.004m

$0.127m

$0.068m
$0.056m
$0.424m
$19.942m
$3.624m
$1.945m

$1.665m

Table references

Table 27, Table 34

Table 27, Table 35

Table references

Table 37, Table 39

Table 37, Table 40

Table 37, Table 41

Table 37, Table 42

Table 37, Table 43

Table 37, Table 44

Table 37, Table 45

Table 37, Table 46

Table 37, Table 47

Table 37, Table 48

Table 37, Table 49

Table 37, Table 50

Table 37, Table 51

Table 37, Table 52

Table 37, Table 53

Table 37, Table 54

Table 37, Table 55

Table 38, Table 56

Table 38, Table 57

Table 38, Table 58

Table 38, Table 59
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Subsectors
Over-the-counter (OTC) traders
Retail OTC derivative issuers
Wholesale electricity dealers

Financial advice section (Section )
Subsectors

Licensees that provide personal advice to
retail clients on relevant financial products

Note: Capped in accordance with financial
adviser levy relief—see paragraph 5.

Licensees that provide personal advice to
retail clients on products that are not
relevant financial products

Licensees that provide general advice only

Licensees that provide personal advice to
wholesale clients only

Insurance section (Section J)

2021-22 (estimate)
$16.821m
$10.658m

$0.080m

2021-22 (estimate)

$24.012m

$0.066m

$0.505m

$0.035m

2020-21 (actual)
$8.725m
$10.559m

$0.087m

2020-21 (actual)

$25.759m

$0.190m

$0.603m

$0.085m

Table references

Table 38, Table 60

Table 38, Table 61

Table 38, Table 62

Table references

Table 64, Table 65

Table 64, Table 66

Table 64, Table 67

Table 64, Table 68

Subsectors 2021-22 (estimate) 2020-21 (actual) Table references
Insurance product providers $29.430m $24.595m  Table 70, Table 71
Insurance product distributors $3.030m $3.011m Table 70, Table 72
Risk management product providers $0.598m $0.119m Table 70, Table 73
Claims handling and settling services $0.804m Not applicable Table 70, Table 74
providers (new subsector)

8 Since the previous CRIS, we have refined the structures of Sections E-J to

improve readability and accessibility, as well as the clarity and the level of

detail provided to stakeholders. In particular, for each section we have:

(a) linked each of the focus areas in our work to the relevant subsectors;

(b) expanded the summary table to include the definitions of each
subsector, to provide a more complete overview; and

(c) listed the tables outlining the detailed breakdown of estimated costs for
subsectors together, to assist with navigation.

9 This CRIS has been prepared on the basis of our planned regulatory work

and estimated levies to recover regulatory costs at the beginning of the

2021-22 financial year. The indicative levies provided are a guide only.

There will be differences between indicative and actual regulatory costs,
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10

11

About ASIC

12

13

14

15

once known. This may be due to changes in our operating environment and
the conduct of our regulated population during the year that requires us to
adapt to new developments and emerging threats and harms. It may also be
driven by the changing nature of enforcement matters as they progress
through the stages of investigation and litigation.

The final levies charged under the industry funding model will be based on
our actual cost of regulating each subsector in 2021-22. We will issue
invoices for the 2021-22 financial year between January and March 2023,
after the business activity has occurred and our regulatory costs are known.

We explain reasons for material variances between indicative and actual
regulatory costs for 2020-21 in Section P.

ASIC is Australia’s corporate, markets, financial services and consumer
credit regulator. ASIC is established under the Australian Securities and
Investments Commission Act 2001 (ASIC Act).

The ASIC Act requires ASIC to strive to:

(a) maintain, facilitate and improve the performance of the financial
system, and the entities within it, in the interests of commercial
certainty, reducing business costs, and the efficiency and development
of the economy;

(b) promote confident and informed participation of investors and
consumers in the financial system;

() administer the law effectively and with minimal procedural requirements;

(d) efficiently and quickly receive, process and store information that is
given to ASIC;

(e) make information about companies and other bodies available to the
public as soon as practicable; and

(H take whatever action we can, and which is necessary, to enforce and
give effect to the law.

ASIC’s statutory objectives include enforcing and giving effect to the laws
we administer. We use a range of regulatory tools and remedies to address
misconduct. This includes taking enforcement action, such as court action,
against individuals and entities where warranted. In doing so, we seek to
deter poor behaviour and ensure that individuals act in accordance with the
law.

ASIC also has the function of monitoring and promoting market integrity
and consumer protection in relation to the Australian financial system. We
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monitor and promote market integrity and consumer protection in relation to
the payments system, by promoting the adoption of approved industry
standards and codes of practice, the protection of consumer interests,
community awareness of payments system issues, and sound customer—
banker relationships.

16 Our vision is for a fair, strong and efficient financial system for all
Australians. Our corporate plan outlines our external and internal priorities
to achieve this vision over the next four financial years, with a particular
focus on the current financial year. It also explains how we use our strategic
planning framework to achieve our vision. The framework guides the
development of our priorities and actions. It is based on the monitoring and
analysis of our operating environment, the identification of threats and
behaviours that lead to harm (through our threats, harms and behaviours
framework), and the prioritisation of those harms that need to be addressed.
This strategic planning process supports how we plan our regulatory action
and allocate our regulatory costs.

17 The ASIC Corporate Plan 2021-25: Focus 2021-22 outlined the following
external priorities:

() promoting economic recovery—including through better and more
efficient regulation, facilitating innovation, and targeting regulatory and
enforcement action to areas of greatest harm;

(b) reducing risk of harm to consumers exposed to poor product
governance and design, and increased investment scam activity in a
low-yield environment;

(c) supporting enhanced cyber resilience and cyber security among ASIC’s
regulated population, in line with the whole-of-government
commitment to mitigating cyber security risks; and

(d) driving industry readiness and compliance with standards set by law
reform initiatives (including the Financial Accountability Regime,
reforms in superannuation and insurance, breach reporting, and the
design and distribution obligations).

18 The plan also outlined the following internal priorities:

(@) enhancing communication and engagement with our stakeholders and
other regulatory agencies, to ensure our actions and achievements have
areal and tangible impact;

(b) 1improving our infrastructure and systems to strengthen our key internal
operations, processes and governance frameworks to effectively support
our regulatory work;

() enhancing and effectively utilising our data and cyber resilience
capabilities in fulfilling our regulatory mandate and organisational
priorities; and

© Australian Securities and Investments Commission October 2022 Page 10


https://asic.gov.au/about-asic/corporate-publications/asic-corporate-plan/
https://asic.gov.au/about-asic/corporate-publications/asic-corporate-plan/

Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

(d) continuing to nurture a workplace environment that promotes a culture
of speaking up, challenge, accountability and a ‘whole-of-ASIC’ lens,
underpinned by a sound system of risk management and compliance.

Summary of estimated regulatory costs for 2021-22

19 Table 2 provides an overview of how we expect to recover our 2021-22
regulatory costs for each of our regulatory activities that are subject to
industry funding. We have further provided a detailed description of each of
these activities in Table 6.

Note: In this CRIS, we round figures to one decimal place in the text and three decimal
places in tables. Items may not add up to totals due to rounding.

Table 2: Method of cost recovery by regulatory activity

Activity Cost recovery levies  Statutory levies Fees for service
Supervision and surveillance $47.075m $1.330m Nil
Enforcement $52.525m $57.278m Nil

Other regulatory activities

Industry engagement $9.267m $0.170m Nil
Education $0.290m $5.621m Nil
Guidance $7.702m $0.059m Nil
Policy advice $7.692m $0.056m Nil

Indirect costs

Governance, central strategy and legal $33.565m $0.186m Nil
Information technology (IT) support $32.116m $0.321m Nil
Operations support $21.402m $0.993m Nil
Property and corporate services $35.015m $0.112m Nil

Fees for service activities

Licence applications or variations Nil Nil $5.659m

Registration application services Nil Nil $1.291m

Compliance review of documents Nil Nil $5.384m

Requests for changes to market Nil Nil $0.280m

operating rules

Assessment of applications for relief Nil Nil $4.272m
Total $246.648m $66.126m $16.886m

Note 1: In addition to the industry funding levies, there will be a recovery of $19.5 million in allowance for capital expenditure,
less costs funded by own-source revenue, and adjustments for under and over recoveries from 2020-21.

Note 2: In August 2021, the Australian Government announced the financial adviser levy relief—see paragraph 5. This will result
in partial cost recovery from licensees that provide personal advice to retail clients on relevant financial products.
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PART 1 Industry funding levies

20 Part 1 of this CRIS provides information on how we will recover the costs of
our regulatory activities using industry funding levies.
21 Part 1 sets out:

(@) the policy and statutory authority for industry funding levies (see
Section A);

(b) the costs to be recovered through industry funding levies (see
Section B);

(c) adescription of how the cost recovery model works (see Section C);
(d) the risk assessment we have undertaken (see Section D); and

(e) the work we will do in regulating each subsector and the estimated costs
to be recovered (see Sections E-J).
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A  Policy and statutory authority for industry
funding levies

Key points

Our regulatory costs will be recovered from all the industry sectors we
regulate through a combination of industry funding levies and fees for
service.

The legislative framework for levies is established by five pieces of
legislation:

e the ASIC Supervisory Cost Recovery Levy Act 2017 (Cost Recovery
Levy Act);

o the ASIC Supervisory Cost Recovery Levy (Collection) Act 2017;

o the ASIC Supervisory Cost Recovery Levy (Consequential
Amendments) Act 2017;

o the ASIC Supervisory Cost Recovery Levy Regulations 2017 (Cost
Recovery Levy Regulations); and

o the Corporations (Review Fees) Regulations 2003.

The amounts payable each year are set through a combination of
regulations and legislative instruments.

Government policy approval

22 On 20 April 2016, the Australian Government announced it would introduce
an industry funding model for ASIC. This was in response to the
recommendation of the Financial System Inquiry (FSI) that the Government
recover the cost of ASIC’s regulatory activities directly from industry
participants through fees and levies calibrated to reflect the cost of regulating
the different industry sectors that we regulate.

Note: See FSI, Financial System Inquiry: Final report, December 2014,

recommendation 29.

23 The FSI identified that the Australian Government recovered only a small
portion of ASIC’s costs directly from industry participants, through the
Financial Institutions Supervisory Levies, application fees and the Market
Supervision Cost Recovery Regime. The FSI noted that, as a result, ASIC
costs were not transparent to industry and ASIC was also exposed to an
increased risk of funding cuts unrelated to changes in the cost of delivering
on our mandate. It also noted that the Senate Economics References

Committee’s report, Performance of the Australian Securities and
Investments Commission (published in June 2014), highlighted that resource
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constraints affect ASIC’s capacity to conduct supervision and surveillance

across regulated entities.

24 The industry funding model for ASIC:

@

(b)

©

(d)

(e)

ensures that the costs of the regulatory activities undertaken by ASIC
are borne by those creating the need for regulation, rather than
Australian taxpayers;

establishes price signals in the way resources are allocated within
ASIC;

provides economic incentives to drive the Australian Government’s
desired regulatory outcomes for the financial system;

provides greater stability and certainty in ASIC’s funding and ensures
that ASIC is adequately resourced to carry out our regulatory mandate;
and

improves our cost transparency and accountability to industry.

Statutory authority for the levies

25 The legislative framework for industry funding levies is established by a
number of Acts, regulations and legislative instruments:

(2)

(b)

(©)

(d)

the Cost Recovery Levy Act, which imposes a levy on persons we
regulate to recover our regulatory costs;

the ASIC Supervisory Cost Recovery Levy (Collection) Act 2017, which
empowers ASIC to collect the levy and requires entities to submit
annual metrics so that we can calculate the levy;

the Cost Recovery Levy Regulations, which set out the criteria for
determining the subsectors an entity is a part of and the metrics to be
used for calculating the levy payable by entities in each subsector. The
Regulations also require ASIC to make an annual legislative instrument
setting out, for each subsector, our regulatory costs and the total amount
of activity (the subsector metric) for the financial year; and

the Corporations (Review Fees) Regulations 2003, under which our
regulatory costs for small proprietary companies will be recovered
through an increase to the annual review fee for proprietary companies.
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B Costs to be recovered through industry funding

levies

Key points

We estimate we will recover $332.3 million of our 2021-22 regulatory costs
via industry funding levies.

This section discusses the costs we expect to recover, describes our
regulatory activities and outlines changes, if any, to the industry funding
levies or to the Cost Recovery Implementation Statement relative to the
previous financial year.

ASIC costs to be recovered

26

27

28

29

ASIC’s regulatory costs will continue to be funded through appropriation
from the Commonwealth budget: see Table 3 for costs that are expected to
be recovered. We expect to recover $332.3 million of regulatory costs via
cost recovery levies and statutory levies for 2021-22. This includes

$19.5 million in allowance for capital expenditure, less costs funded by own-
source revenue, and adjustments for under and over recoveries from 2020—
21.

Note: The $19.5 million includes $0.5 million that was not recovered from deregistered
companies. This amount is carried forward in accordance with s10(6)(b) of the Cost
Recovery Levy Act.

There are a number of mechanisms that we use to recover our costs from
industry. They include cost recovery levies, statutory levies, cost recovery
fees and general taxes. Our costs for regulating small proprietary companies
are recovered via an increase in the annual review fee.

Note: The annual review fee is a registry fee and is not charged within the Australian
Government Charging Framework.

We will recover the cost of activities that:

(a) are consistent with the Australian Government Charging Framework
through a cost recovery levy; and

(b) the Australian Government has decided should be cross-subsidised
between industry subsectors through a statutory levy.

Note: Statutory levies make up $66.1 million of the total $332.3 million in regulatory
costs that we expect to recover.

Table 3 depicts the regulatory costs expected to be recovered by industry
funding levies for each sector.
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Table 3: Regulatory costs to be recovered via industry funding levies, by industry sector
Sector Cost recovery levies Statutory levies  Total levy

Corporate $53.783m $17.710m $71.493m

Note: For this sector, the regulatory costs recovered
through levies do not include the costs recovered from
small proprietary companies. The costs for that
subsector are recovered through a $4 increase to the
annual review fee.

Deposit taking and credit $58.616m $8.436m  $67.051m

Investment management, superannuation and $19.031m $5.587m  $24.618m
related services

Market infrastructure and intermediaries $25.394m $8.468m  $33.862m
Financial advice $54.052m $14.182m  $68.234m
Insurance $55.225m $11.783m $67.008m
Total costs to be recovered $266.100m $66.166m $332.266m
30 The regulatory costs expected to be recovered by each activity are set out in

Table 4.

Table 4: Cost recovery by activity

Activity Cost recovery levies Statutory levies Total levy
Supervision and surveillance $47.075m $1.330m $48.404m
Enforcement $52.525m $57.279m $109.804m

Other regulatory activities

Industry engagement $9.267m $0.170m $9.437m
Education $0.290m $5.621m $5.912m
Guidance $7.701m $0.059m $7.760m
Policy advice $7.692m $0.056m $7.748m

Activities charged as indirect costs

Governance, central strategy and legal $33.565m $0.186m $33.750m
IT support $32.116m $0.321m $32.437m
Operations support $21.402m $0.993m $22.396m
Property and corporate services $35.015m $0.112m $35.127m
Total $246.648m $66.126m  $312.774m
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31

32

The levies in Table 3—Table 4 refer to regulatory costs incurred in 2021-22.
In addition to this, we will recover $19.5 million of regulatory costs. These
additional regulatory costs consist of allowance for capital expenditure, less
costs funded by own-source revenue, and adjustments for under and over
recoveries from 2020-21.

The activities for which regulatory costs will be recovered via a statutory
levy are set out in Table 5.

Table 5: Regulatory costs to be recovered by statutory levies, by activity

Activity Costs
Enforcement (funded by Enforcement Special Account (ESA)) $64.811m
Education $6.234m
Unclaimed money administration $1.058m
North Queensland insurance aggregator $0.457m
Crowd-sourced funding (CSF) implementation $1.062m
Whistleblower legal framework $2.627m
Credit rating agencies (all activities) $0.068m
Total costs to be recovered by statutory levies $76.316m

Note: The $76.316 million in statutory levies does not include allowance for capital expenditure, adjustment for charities or the

financial adviser levy relief.

33

34

35

Statutory levies and cost recovery levies will be included in the same invoice
as a single line item.

Our forecast of our regulatory costs for each subsector in Part 1 of this CRIS
is calculated by apportioning the total amount of regulatory costs between
each subsector, based on the amount of effort we project we will spend
regulating each subsector. The costs in Part 1 are only a guide for the levies
to be charged for 2021-22. The final levies will be based on our actual cost
of regulating each subsector in 2021-22. This ensures that each subsector is
only levied for the actual cost of regulating that subsector.

Exemptions

Costs recovered by the Australian Prudential Regulation Authority

The Australian Prudential Regulation Authority (APRA) will continue to
recover the costs of the Superannuation Complaints Tribunal (SCT) through
the Financial Institutions Supervisory Levies until 30 June 2023.
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Registered charities and not-for-profits

36 The Australian Government has decided that entities that are registered
under the Australian Charities and Not-for-profits Commission Act 2012 will
be exempt and will not have to pay industry funding levies. Charities are
exempt because of the unique and important role they play in society. We
will not recover the portion of our costs (estimated to be approximately
$2.5 million per year) relating to these entities through industry funding
levies, and therefore the exemption will not affect the amount to be paid by
other entities in the relevant subsectors.

Note: See the Hon. Kelly O’Dwyer, former Minister for Revenue and Financial
Services, Registered charities not required to pay ASIC levy, media release, 2 July 2018.

Other

37 The Cost Recovery Levy Regulations prescribe that certain amounts are not
part of ASIC’s regulatory costs and therefore will not be recovered under the
industry funding regime. These amounts include the costs of:

(a) operating the SCT;
(b) operating the Companies Auditors Disciplinary Board (CADB);

(c) operating the committees convened on an ad-hoc basis to consider
disciplinary matters relating to registered liquidators (registered
liquidators disciplinary committees);

(d) maintaining and operating ASIC’s public registers;
(e) regulating self-managed superannuation fund (SMSF) auditors; and

() preliminary investigations and reports by registered liquidators into the
failure of a company with few or no assets.

Financial adviser levy relief

38 In August 2021, the Australian Government announced the financial adviser
levy relief: see paragraph 5. The relief will see the graduated component of
the levy for this subsector restored to its 2018—19 level for two years (2020—
21 and 2021-22).

Description of our regulatory activities

39 In everything we do we are guided by our vision of a fair, strong and
efficient financial system for all Australians. To realise our vision we will
use all our regulatory tools to:

(a) change behaviours to drive good consumer and investor outcomes;

(b) act against misconduct to maintain trust and integrity in the financial
system;
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(c) promote strong and innovative development of the financial system; and

(d) help Australians be in control of their financial lives.

40 The ASIC Corporate Plan 2021-25: Focus 2021-22 sets out in detail our
external and internal strategic priorities and actions to achieve our vision,
with a focus on the 2021-22 year. It further discusses our work in the
context of our new Statement of Intent.

41 We enforce the law and regulate companies, financial markets and financial
services under the following key legislation (as well as parts of other
legislation):

(a) the ASIC Act;
(b) the Business Names Registration Act 2011;
(c) the Corporations Act 2001 (Corporations Act);
(d) the Insurance Contracts Act 1984; and
(e) the National Consumer Credit Protection Act 2009 (National Credit
Act).
42 Our regulatory activities can be broadly categorised as:
(a) supervision and surveillance;
(b) enforcement; and
(c) other regulatory activities, consisting of:
() industry engagement;
(i) education;
(iii) guidance; and
(iv) policy advice.
43 These activities together form our regulatory toolkit. We use this toolkit
across the industry sectors we regulate to identify and respond to threats and

harms, and achieve our vision. For most of the issues in our remit, we will
use a combination of these tools to achieve a solution.

44 Table 6 provides an overview of our regulatory activities and sub-activities
that are subject to industry funding. We carry out these activities for all
industry sectors. We track our regulatory effort for each subsector at the
activity level.
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Table 6:
Activity
Supervision

and
surveillance

Activity description

We conduct supervision and
surveillance to test compliance
with the laws we administer
and promote positive
consumer and investor
outcomes.

We may gather and analyse
information on:

* a specific entity or range of
entities;

¢ a transaction; or

* a specific product or issue of
concern in the market.

Our regulatory activities and sub-activities that are subject to industry funding

Sub-activity overview

Our sub-activities include:

making an initial regulatory assessment, as part of which
we:

— accept breach reports or reports of misconduct,
including receiving whistleblower disclosures about
misconduct;

— undertake initial inquiries and preliminary analysis,
including conducting targeted supervision and
surveillance (e.g. our corporate governance review);

— assess the nature and gravity of the suspected breach
or misconduct;

— undertake initial testing of ASIC’s jurisdiction; and

— decide whether further action is required and, if so,
prepare handover of referral materials;

review, as part of which we:

— identify the risks of making a detailed inquiry for a
single or thematic surveillance;

— undertake stakeholder interviews and collect
documentary information;

— use ASIC’s compulsory information gathering powers
(e.g. under s912C of the Corporations Act);

— analyse and assess the information gathered; and

— develop and publish supervision and surveillance
reports;

undertaking regulatory supervision, surveillance and

monitoring, as part of which we:

— carry on our institutional supervision activities—that is,
conducting ongoing monitoring and supervision, as
well as surveillance, of large financial institutions;

— accept referrals for suspected, alleged or admitted
breaches and misconduct;

— gather and analyse information and initial evidence,
which may lead to an investigation and/or litigation;
and

— use ASIC’s compulsory information gathering powers
(e.g. under s912C); and

publishing reports in response to findings of our

supervision and surveillance.
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Activity

Enforcement

Activity description

Enforcement action is one of
the key regulatory tools
available to us to help achieve
a fair, strong and efficient
financial system for all
Australians.

An activity is classified as
‘enforcement’ when we
consider that there has been a
breach of the law. Our
investigations may lead to
enforcement action, including
punitive, protective
preservative, corrective or
compensatory action. We also
resolve matters by engaging
with the relevant party, issuing
infringement notices or taking
administrative action (such as
banning).

We actively seek to recover
our investigation and litigation
costs directly from the entity
involved when we are
successful in a matter before
the courts. The actual amount
recovered will vary, as not all
expenditure is recoverable
(e.g. where the entity or
person we took action against
has insufficient assets to cover
our costs). Generally, we are
only able to recover costs
when there is a court-based
outcome.

Recovered costs are then
applied back to relevant
subsectors, to offset against
levy amounts.

Sub-activity overview

Our sub-activities include:
* undertaking investigations, as part of which we:

— accept referrals of alleged or admitted breaches and
misconduct;

— assess preliminary and detailed case theories;

— use ASIC’s formal investigatory powers (e.g. issuing
notices requiring a person to assist ASIC with an
investigation or appear before ASIC for examination);

— obtain information and seize property;

— collaborate and exchange information with other
regulatory partners; and

— convert information gathered into admissible evidence;

» administrative decision making, as part of which we
prepare briefs for ASIC hearing delegates for
administrative actions (e.g. banning decisions and
imposing stop orders on disclosure documents);

 undertaking litigation, as part of which we:
— consider evidence and relevant legal authorities;
— develop, obtain and assess legal expert opinions;

— decide on the merit of the case and determine which
legal remedies will be sought;

— for criminal matters, prepare briefs for the
Commonwealth Director of Public Prosecutions and
support ongoing case development;

— for civil matters, draft and settle pleadings; and
— attend court;

* handle appeals and Administrative Appeal Tribunal
(AAT) reviews, as part of which we:

— draft or receive an appeal notice;
— consider evidence and relevant legal authorities;
— develop, obtain and assess legal expert opinions;

— prepare appeal briefs and supervise process service;
and

— attend court and the AAT.
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Activity Activity description Sub-activity overview

Other Our industry engagement Our sub-activities include:

regulatory activity seeks to set and * engaging with industry, as part of which we:
activities maintain regulatory standards,

— attend industry liaison meetings and give

better inform industry presentations: and

practices, and identify harms
and potential harms in the — respond to industry inquiries and requests for

market. information.

Our educational activities aim * providing education, as part of which we:

to empower Australian — deliver and promote access to trusted and impartial
investors and consumers to be financial information, tools and guidance for consumers
in control of their financial and investors (especially vulnerable consumers)
lives. They also aim to through the Moneysmart website; and

promote the protection of — give speeches and presentations to industry and
consumer interests. consumers.

We provide guidance to * providing guidance, as part of which we:

industry on how we will — develop and consult on regulatory proposals;
administer th? law, through . — give guidance on regulatory topics to enhance
regulatory g}udes, cgnsultahon industry’s understanding of their legal obligations and
papers and information sheets. how ASIC administers the law:

It is an important tool we use

to respond to structural
changes and complexity in the - decide on novel applications for exemptions from or

industry. modifications of the law; and

— draft, consult and issue legislative instruments; and

« providing policy advice to support the policy agenda set

We provide advice to the by the Australian Government. As part of this, we:

Australian Government on the

operational implications of - research and analyse innovation, competition and
Government policy initiatives emerging harms;

and legislative change. We — provide proposals for law reform and assist in its
identify the opportunities and development;

riskgthat infqrm our preferred — identify and plan for the impact on external
position and influence law stakeholders and internal capabilities; and

reform matters to help realise

— provide submissions to parliamentary and Government
inquiries on law reform issues.

our vision.
45 We recover the cost of regulatory activities in Table 6 through industry
funding levies. The total levy a regulated entity must pay is equal to the sum
of the levy amounts applicable to the entity for each industry subsector the
entity falls under for a financial year.

Description of industry sectors

46 The industry sectors and subsectors are set out in the Cost Recovery Levy
Regulations and described in Table 7. We have provided further information
to help entities to determine the subsectors to which they belong (PDF
229 KB) on our website.
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Table 7: Summaries of industry sectors and subsectors

Sector

Corporate

(includes auditors and
liquidators, which are
subject to separate
fees and levies)

Deposit taking and
credit

Investment
management,
superannuation and
related services

Market infrastructure
and intermediaries

Subsectors

Corporations, including:

* listed corporations;

* unlisted public companies;

* large proprietary companies; and

» small proprietary companies (to be charged through an

increase to the annual review fee for proprietary
companies from 1 July 2018).

Auditors of disclosing entities
Registered company auditors

Registered liquidators

Australian credit licensees, including:

* credit providers;

* small and medium amount credit providers; and
* credit intermediaries.

Deposit product providers

Payment product providers

Margin lenders

Superannuation trustees
Responsible entities
Wholesale trustees
Custodians

IDPS operators

Notified foreign passport funds and regulated former notified
funds operators

MDA providers
Traditional trustee company service providers

Market infrastructure providers, including:

» Australian market licensees, including various types of
market operators;

CS facility operators;

Australian derivative trade repository operators;

* exempt market operators;

credit rating agencies; and
* benchmark administrator licensees

Market intermediaries, including:
* market participants;
* securities dealers;

* corporate advisers and OTC traders;

retail OTC derivatives issuers; and

* wholesale electricity dealers

Further discussion

Section E

Section F

Section G

Section H
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Sector Subsectors Further discussion

Financial advice AFS licensees that provide: Section |

» personal advice to retail clients on relevant financial
products;

* personal advice to retail clients on products that are not
relevant financial products;

Note: ‘Relevant financial products’ are financial products other
than basic banking products, general insurance products,
consumer credit insurance, or a combination of any of these
products (see s910A of the Corporations Act).

* general advice only to retail or wholesale clients; and

* personal advice to wholesale clients only.

Insurance Insurance product providers (including friendly societies) Section J
(includes life and Insurance product distributors
general insurance) Risk management product providers

Claims handling and settling services providers
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C Cost recovery model

Key points

The cost recovery model will recover the actual costs we expend during
each financial year to undertake our regulatory activities.

Once we have allocated our regulatory costs between subsectors, the Cost
Recovery Levy Regulations set out how we will allocate our regulatory
costs between regulated entities in a subsector.

The indicative industry funding levies in this CRIS are estimates. Actual
levies will differ with changes in costs, population and business activity
metrics.

Outputs and business processes of the regulatory charging activity

47

48

49

Business process

ASIC is committed to achieving our vision of a fair, strong and efficient
financial system for all Australians. Our strategic planning framework
allows us to identify and prioritise our areas of work. This framework
underpins the development of our strategic priorities as outlined in our
corporate plan and supports how we allocate our resources and in turn our
regulatory costs.

The strategic planning framework includes our approach to:

() monitoring our operating environment to understand key trends;

(b) identifying and prioritising areas of focus by understanding the
behaviours that drive misconduct and the harms that result from them
(using our threats, harms and behaviours framework); and

(c) testing the threats and harms that we have identified by consulting

independent external advisory panels and experts.

We use a suite of regulatory tools and engage in a number of regulatory
activities to address harms: see paragraphs 39—44 and Table 6.
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50

51

Outputs

Our performance evaluation framework sets out the outcomes we will use to
measure our performance in achieving our vision and the evidence of those
outcomes: see our corporate plan. Our performance measures are based on:

(a) regulatory outcomes—which include the direct results from using our
suite of regulatory tools; and

(b) market outcomes—which reflect the impact of our regulatory work on
the markets and sectors we regulate, including on investors and
consumers.

We report our performance measures in our annual performance statement,
which forms part of our Annual Report 2020-21. For an analysis of our
activities and outcomes achieved in each industry funding model sector for
2020-21, see ‘Section 3: ASIC’s achievements by sector’ in Annual Report
2020-21.

Costs of the regulatory charging activity

52

53

54

55

56

There are two steps in the cost allocation process to calculate the levy
payable by each entity in a subsector:

(a) allocate our regulatory costs to each subsector; and

(b) allocate subsector costs to individual entities.

Step 1: Allocate ASIC’s regulatory costs to subsectors

The industry funding model allocates regulatory costs to each subsector
based on the actual reported regulatory costs we expend for each subsector.
The levy will be calculated after we finalise our regulatory costs for the
financial year and invoiced in the following financial year.

See Table 3 for our forecast regulatory costs that will be recovered via
industry funding levies. This amount includes operating expenditure
(excluding depreciation, amortisation and fee-for-service activities), plus
adjustments for other items (including allowance for capital expenditure).

We use a cost recovery model for calculating the cost of ASIC’s regulatory
activities. Costs are allocated to each subsector and activity as a direct or
indirect cost.

Direct costs

We allocate direct costs where we can directly trace them to a subsector and
regulatory activity. By analysing each of our teams’ structures and outputs,
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we allocate costs (such as direct employee expenses and direct supplier
costs) to the relevant subsector and activity.

57 In the case of enforcement, these direct costs will include the ESA
appropriation (as allocated by the Australian Government). It will also
include direct costs relating to our other enforcement activities. We allocate
costs to subsectors according to the nature of the issues involved in each
enforcement and ESA matter. We then allocate indirect costs (discussed at
paragraphs 59—-61) to enforcement and ESA activities based on the
proportion of efforts expended.

58 Where possible, we will seek to recover enforcement costs directly from
entities involved (e.g. where there is a successful outcome in court). These
recoveries are accounted for as ASIC’s own-source revenue and are used to
offset the levies for relevant subsectors: see further discussion at
paragraph 62(b).

Indirect costs

59 Indirect costs represent all costs that are not directly attributable to a specific
subsector or activity, but nevertheless go toward providing internal support
that is essential to teams in the course of their work. We allocate indirect
costs to surveillance and supervisory, enforcement and registry teams in
proportion to the internal support they receive. We then charge these indirect
costs to subsectors in the same manner as direct costs. We do not recover
indirect costs attributable to ASIC’s registry business under industry
funding: see paragraph 218.

60 Indirect costs include costs relating to:

(a) operations support—this includes functions such as corporate affairs,
finance, and people and development;

(b) 1T support—this includes the provision of IT infrastructure and support;

(c) governance, central strategy and legal—this includes the work of the
Commission and central management, as well as the work of strategy
and risk management teams;

(d) property and corporate services—this includes the provision and
management of workplace infrastructure to facilitate the working
environment.

61 We allocate indirect costs based on a detailed analysis of support costs. Our
analysis identifies which costs can be allocated to which surveillance and
supervisory, enforcement or registry team and their activities. For example,
we allocate some IT costs based on storage capacity, length of processes and
activity volumes. Costs to build, support and maintain our IT systems are
attributed to ASIC teams based on the number of full-time equivalent (FTE)
staff who use those systems. We attribute property costs and some indirect
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costs—such as governance, leadership and compliance costs—to teams
based on their FTE staff.

Adjustments

62 Our estimated costs to regulate each subsector also include adjustments to
the total operating costs to reflect the following:

(a) Allowance for capital expenditure—This adjustment is equal to ASIC’s
departmental capital budget (funds to meet the costs associated with the
replacement of minor assets or maintenance costs that are eligible to be
capitalised) and equity injection appropriations to develop infrastructure
to support new regulatory responsibilities.

(b) Less costs funded by own-source revenue—Our regulatory costs are
adjusted downwards to reflect revenue from the recovery of our
regulatory costs. This revenue is generated from sources such as sub-
leasing office space to other agencies and the recovery of court-awarded
costs. The revenue is offset against the regulatory costs for the
subsector in which the cost has been allocated. For example, if we are
successful in a matter before the courts, we will actively seek to recover
our costs directly from the entity involved. Any recoveries will be
applied back to the subsector initially levied for the enforcement
activity. The actual amount we are able to recover in these instances
will vary, as not all costs can be recovered (e.g. where the entity or
person we took action against does not have sufficient assets to pay the
costs awarded). Generally, we are only able to recover costs when there
is a court-based outcome.

(¢) Adjustments for over or under recovery in prior year—Under or over
collection can occur due to a mismatch in the timing of when entities
are registered or deregistered and the notification of these activities. It
can also occur due to other changes in the prior-year leviable
populations, costs or metrics. When the amount of levy collected in
relation to a financial year exceeds or falls short of the amount of
ASIC’s regulatory costs for the financial year, an upward or downward
adjustment to our regulatory costs will be made in the following year.

Step 2: Allocate subsector costs to individual entities

63 Once our regulatory costs are allocated to each subsector, the levy payable
by an individual entity is worked out using the flat levy formula or graduated
formula in the Cost Recovery Levy Regulations. An individual entity’s levy
for a financial year is equal to its share of flat and graduated levies for each
subsector it is part of in the financial year.
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64

65

66

67

68

69

70

Flat industry funding levies

The flat levy formula apportions our regulatory costs for a subsector between
entities, based on each entity’s share of actual reported business activity (the
business activity metric) within the subsector. The business activity metric
used to calculate the levy for each subsector is a readily available metric of
business activity—such as revenue generated or the number of days in the
financial year that the entity held the relevant AFS licence—that closely
aligns to the expected level of oversight required.

The flat levy formula will apportion our regulatory costs equally between
entities in the same subsector where there is no relevant business activity
metric.

Graduated industry funding levies

Under the graduated levy formula, all entities in a subsector must pay:
(3 aminimum levy; and

(b) an additional graduated component, based on each entity’s share of
relevant activity within the subsector.

We calculate the graduated component by first reducing the total costs for
the subsector by the amount to be recovered under the minimum levy and
then apportioning the remainder of our costs between entities based on each
entity’s share of total business activity within the subsector.

In some subsectors, the graduated component only applies beyond a

prescribed threshold. In these cases, we will apportion our remaining
regulatory costs between entities based on each entity’s share of total
business activity within the subsector above the prescribed threshold.

A specific explanation of how the formulas operate in relation to each
subsector is set out in Sections E-J.

Annual return

Between July and September each year, regulated entities must provide
ASIC with their business activity metrics for the previous financial year via
the ASIC Regulatory Portal. This information will enable us to calculate
each entity’s share of the regulatory costs using the flat and graduated levies.

Indicative industry funding levies

71

Sections E-J set out indicative industry funding levies for the 2021-22
financial year for each subsector. The indicative levies are a guide only.
They are based on our estimated costs for each subsector for the 2021-22
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financial year and estimates of the population and business activity metrics
for each subsector.

72 The Cost Recovery Levy Regulations allow entities in some subsectors to
pay their levy on a pro-rata basis. Under the standard pro-rata formula, the
levy amount an entity will pay is based on the number of days in the
financial year the entity was part of the relevant subsector or held the
relevant licence. To calculate indicative levies, in some subsectors, we have
included a full-year equivalent (FYE) number of entities in the subsector, to
reflect the pro rata of the levy. For example, if there are two entities in a
subsector and one was part of the subsector for only half the year, the FYE
number will be 1.5 entities.

73 In January 2023, we will issue invoices under the industry funding model for
the 2021-22 financial year. We will calculate the actual levies in the January
2023 invoices after the business activity has occurred and we have finalised
our regulatory costs. The actual levies will be based on our actual cost of
regulating each subsector in 2021-22 as well as the actual business activity
metrics submitted by regulated entities on the ASIC Regulatory Portal in
July to September 2022. This will ensure that each industry subsector is only
charged for the actual costs of regulating that subsector.

74 In some cases, we can arrange a payment plan to allow entities to make
industry funding payments in instalments. We may consider waiving a levy
only in exceptional circumstances. We have provided information for
entities seeking assistance in paying industry funding levies on the ASIC
website. The amounts that are waived are not recovered from other entities.

75 We expect the actual levies will change from the indicative levies in this
CRIS. The indicative levies are based on estimated amounts, representing
our best estimate of actual levies. As our operating environment changes
over time, so will our allocation of regulatory effort and cost allocation to
different subsectors. ASIC’s regulatory teams will update the proportion of
their costs allocated to the industry subsectors they support during the year.

76 We cannot prevent change in our operating environment or in the conduct of
regulated entities between the time the indicative levy is calculated and the
end of the financial year. Furthermore, the nature of some enforcement
matters could evolve during the year as they progress through the stages of
investigation and litigation.
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D Risk assessment

Key points

We have a wide and varied regulated population, and this breadth and
complexity is reflected in the industry funding model. The model
incorporates a number of methodologies to calculate how our regulatory
costs should be allocated within a subsector to most closely align them with
the allocation of our resources.

The potential risks of this model include:
e volatility in levies from year to year;

o differences between estimated levy amounts and the actual amounts
levied;

e over or under collecting levies from year to year;
e uncertainty about the introduction of new subsectors; and

e failing to collect sufficient information from entities to calculate the levies
that ought to be paid.

These risks have been mitigated and managed by increasing the level of
consultation and communication with stakeholders throughout the process,
to ensure maximum transparency and understanding.

77 We have assessed the cost recovery model as high risk under the Australian
Government Regulatory Charging Risk Assessment (PDF 196 KB).

78 We calculate the levies based on the business activity metrics each leviable
entity must provide to ASIC each year. Because of the diversity of entities
and activities that we regulate, which can change over time, a large number
of methods are required to allocate our regulatory costs, and these may need
to be updated and amended as circumstances change. This is a complex
model. Its effectiveness is dependent on collecting complete, accurate and
timely information from the entities we regulate.

79 The risks arising from this model, and how we will mitigate them, are set out
in Table 8.
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Table 8: Mitigation of risks arising from the industry funding model
Risk Mitigation

Volatility in year-to-year  The industry funding model will recover the actual costs we expend during the

bills financial year to undertake our regulatory activities. This ensures that each
subsector is only levied for the actual cost of regulating that subsector. However,
this also means that each entity’s invoice will vary from year to year, according to
changes in our priorities and resource allocations.

As part of our strategic planning process, we use a threats, harms and behaviours
framework to better identify, describe and prioritise actual and potential harms to
consumers, investors, and fair and efficient markets. This information is used to
support how we plan our regulatory actions and allocate our resources for the
year, which is reflected in the allocation of regulatory costs to each subsector. Our
strategic planning process should assist stakeholders by signalling at an early
stage the cost drivers for the different subsectors that will be reflected in the CRIS
each year.

The actual costs from year to year may vary as a result of the change in strategic
focus over time. Changes in focus affect the level and intensity of our regulatory
activities (e.g. supervision and surveillance, and enforcement) in the various
subsectors we regulate. In particular, changes in our enforcement activity are
likely to be a key driver in volatility year-to-year.

Each year, we will publish the CRIS and the indicative levies for the coming year,
along with the annual dashboard report that sets out the actual costs for each
subsector for the previous year. We do this so that stakeholders will be able to
understand the reason underpinning the levies for each subsector that we
regulate. Each year, we also publish our corporate plan, which outlines our vision
for the coming year and our strategic priorities.

Levies invoiced differ Our strategic planning process (see the row above) should result in a more
significantly from the reliable estimate of the allocation of regulatory costs for the financial year.
estimates provided due  However, we cannot prevent change in our operating environment (e.g. the

to changes in our outbreak of a pandemic) or the conduct of our regulated population between the

operating environment time the estimate is provided and the time the levy is invoiced.

We strive to be strategic and agile so that we can respond rapidly to changes in
our operating environment during the year, including changes to threats, or
emerging threats, that have or may cause harm. As our operating environment
changes over time, so will the allocation of regulatory effort and costs to different
subsectors. In the case of our enforcement activities, matters may change in
nature as they progress through the stages of investigation and litigation. For
example, enforcement expenditure may be higher than expected due to greater
demand for staff and external service providers, or lower than expected as a
matter comes to a close. As a result, the evolving nature of enforcement activity
can be difficult to estimate. We have taken steps to incorporate more up-to-date
actual enforcement costs into our estimates for the year up to a particular point in
time. We anticipate that this may reduce the variance between our estimated and
actual costs. We will continue to explore ways to improve our estimates.

We will publish our annual dashboard report as soon as practicable to give our
regulated sectors as much advanced notice of these changes as possible. The
annual dashboard report will provide transparency in how the funding has been
spent and the regulatory activities that have been undertaken.
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Risk

Over or under collection
of levies

The introduction of new
subsectors during the
financial year

Failure to collect
sufficient information
from entities to correctly
apportion our regulatory
costs

Mitigation

Our balance management strategy is set out in the Cost Recovery Levy Act. Each
year we must reduce our regulatory costs by the amount of any excess levy paid
in the previous financial year. Similarly, where there has been a shortfall in the
recovery of our costs for a previous financial year, we must increase our
regulatory costs by the amount of the shortfall.

We must attribute any excess or shortfall to the subsectors where the excess or
shortfall previously arose. This will ensure that, if there is over or under recovery,
it is transparent, and the adjustments are equitable.

The introduction of new subsectors will affect the allocation of costs between
subsectors and the levy for individual entities.

If the Australian Government determines that a new subsector should be
introduced to the industry funding model, the Government must amend the Cost
Recovery Levy Regulations and undertake appropriate industry consultation (as
required by the Legislation Act 2003).

Each regulated entity is responsible for:
» determining the subsector to which it belongs; and

* submitting their business activity metrics on the ASIC Regulatory Portal.

This information will be used to determine each entity’s share of our regulatory
costs. If some entities fail to submit this information, or provide false information,
then all entities in that subsector may be levied the wrong amount.

Business activity metrics are due to be submitted between July and September
2022. This will be the fifth year of submitting the metrics; therefore, industry
awareness will have improved. We will implement a communications strategy to
ensure that industry is once again aware of its obligation to submit their activity
metrics. We will also assist, where possible, by pre-filling the reporting forms with
information we already hold.

The penalty provisions of the ASIC Supervisory Cost Recovery Levy (Collection)
Act 2017 should also ensure industry is motivated to report accurate information
so we can correctly allocate our costs. It is a criminal offence to fail to comply with
the obligation to submit business activity metrics on the ASIC Regulatory Portal by
the due date. It is also an offence to submit misleading information.

If an entity fails to provide the required information or we are not satisfied with the
information provided, we may give an entity a default notice stating the amount
that, in our opinion, is the levy payable by the entity for the financial year. That
amount is taken to be the levy payable by the entity for the financial year.
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E Corporate sector

Key points

This section details the work we will do during 2021-22 to regulate the
corporate sector: see paragraphs 80-85. The key focus areas of our work
in 2021-22 are outlined in Table 9.

This section also sets out the estimated levies to recover our costs. A
summary of indicative levies for each subsector are set out in Table 10. We
have provided more detailed breakdowns of estimated costs for each
subsector:

e corporations (see Table 11-Table 14);
e auditors (see Table 15-Table 16); and

e registered liquidators (see Table 17).

The indicative levies are a guide only. The final levies will be based on our
actual cost of regulating each subsector in 2021-22.

For clarity, we have separately listed the estimated costs to be recovered
through cost recovery levies and through statutory levies for each subsector.

Overview of the corporate sector

80

81

The corporate sector consists of companies (listed corporations, unlisted
public companies, and large proprietary companies) and certain members of
our regulated population that provide professional services (auditors of
disclosing entities, registered company auditors and registered liquidators).
A company’s obligations under the Corporations Act, the activities that we
carry out and the intensity of the regulation required, will differ for each type
of company. The duties and responsibilities of an auditor or a registered
liquidator will depend on the circumstances of their appointment.

Small proprietary companies are not included as a subsector in the Cost
Recovery Levy Regulations because we will recover our regulatory costs for
this subsector through the $4 increase to the annual review fee for
proprietary companies, which was introduced in July 2018. This will
minimise the regulatory burden on small proprietary companies by ensuring
they only pay one fee each year. This is a registry fee and is not charged
within the Australian Government Charging Framework. However, we have
included our estimated costs for regulating small proprietary companies in
the CRIS to provide transparency on our work in this sector.

Note: The $4 increase is subject to indexation and applies to all proprietary companies.
We will reduce our levy for large proprietary companies by an amount equal to the
additional $4 (indexed) that large proprietary companies will pay through the increase
to the annual review fee.

© Australian Securities and Investments Commission October 2022 Page 34



Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

82

83

84

85

We use the full suite of our regulatory tools to promote integrity in this
sector in order to bring about sound consumer outcomes. This includes,
where appropriate, taking enforcement action to address misconduct. This
action may span several years.

Our focus is on promoting sound corporate conduct and enforcing the law to
minimise and respond to misconduct. Our work will include supervision and
surveillance that targets corporate governance practices, corporate
transactions and disclosures. In relation to auditors, our ongoing focus is on
audit quality and the consistency of audit execution to support the integrity
of financial reporting. Our work in relation to registered liquidators seeks to
ensure that they fulfil their statutory duties and roles as fiduciaries diligently
and independently.

The level of our regulatory activity in each subsector in the corporate sector
depends on our assessment of the level of potential harm posed by the
subsector. For example, we dedicate a significantly larger amount of our
regulatory effort to listed corporations, compared to small proprietary
companies, because misconduct by listed corporations has the potential to
cause greater harm to investors and to fair, strong and efficient financial
markets.

Focus areas for this sector

Table 9 sets out our areas of focus in the corporate sector in 2021-22.

Note: In Table 9, ‘relevant subsectors’ are those in which we intend to or may conduct
the regulatory activity during the year, depending on prevailing circumstances.

Table 9: Focus areas in the corporate sector (2021-22)

Focus area

Climate risk governance
and disclosure

Key actions Relevant subsector

* Through targeted surveillance and external Listed corporations
communications, influence Australian companies to
adopt sophisticated governance structures that
produce more nuanced and reliable climate risk
disclosures.

* Engage with peer regulators (e.g. the Council of
Financial Regulators (CFR), the International
Organization of Securities Commissions (I0SCO)),
industry bodies (e.g. the Australian Sustainable
Finance Initiative) and the Australian Government to
further Australia’s regulatory response to climate
risks.
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Focus area

Using technology to
identify poor market
disclosure

Financial reporting quality

Review of financial
reporting surveillance
program

Sustainability reporting

Whistleblower program

Surveillance and reviews

London Interbank Offered
Rate (LIBOR) transition

New tiers of reporting

Key actions

Work with the Department of Industry, Science, Energy
and Resources to implement the Business Research
Innovation Initiative. Under this initiative, we will work
with two regulatory technology (regtech) scale-up
businesses to develop an innovative technology
solution to identify and assess poor market disclosure
by listed companies.

» Review financial reports of listed entities and other
public interest entities on a risk basis.

* Communicate with the public about focus areas (e.g.
asset values and provisions) and the outcomes of our
reviews.

* Review our activities for regulating financial reporting,
focusing on the financial reporting surveillance
program, to identify potential areas of improvement.

* Implement changes and communications with key
stakeholder groups.

Provide feedback through membership of the IOSCO
Sustainability Technical Coordination Group on
proposed standards for sustainability and climate
reporting that will be issued by the International
Sustainability Standards Board.

Review whistleblower programs from a sample of
regulated entities to assess:

* how they handle whistleblower disclosures;

* how they use the information from disclosures to
address issues or misconduct or change their
operations; and

* the level of board and executive oversight of the
program.

Conduct surveillance on and review public corporate
finance activity, reports of misconduct and governance-
related conduct, primarily in relation to listed
companies, to maintain an informed market and reduce
harms to investors.

* Continue to facilitate and monitor the transition from
using LIBOR to robust alternative reference rates.

* Provide guidance and recommendations to support
the transition effort in Australia.

Update ASIC forms, instruments and guides to reflect
the new tiers of reporting under accounting standards
that apply to financial reports for years commencing on
or after 1 July 2021.

Relevant subsector

Listed corporations

Listed corporations

Listed corporations,
unlisted public
companies, large
proprietary
companies

Listed corporations

Listed corporations

Listed corporations

Listed corporations,
unlisted public
companies, large
proprietary
companies

Unlisted public
companies. large
proprietary
companies

© Australian Securities and Investments Commission October 2022

Page 36



Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

Focus area

Review of audit
inspection program

Audit quality

Reporting findings from
audit reviews to audit
committees

Influencing better
outcomes in the
insolvency space

Disciplinary and
enforcement action
against registered
liquidators

High-risk registered
liquidators

Key actions

* Review our activities for regulating auditors, focusing
on the audit inspection program, to identify potential
areas of improvement.

* Implement changes, where appropriate, to the audit
inspection program and communicate with key
stakeholder groups on these changes.

* Review audits of listed entities and other public
interest entities on a risk basis, focusing on asset
impairment and revenue.

* Review aspects of quality control systems at the
largest six audit firms.

* Publish the results of our audit inspections.

» Take regulatory action, including enforcement action,
where warranted.

Consult on whether to routinely report negative findings
from ASIC’s reviews of audit files directly to audit
committees of the relevant entities, and update
Regulatory Guide 260 Communicating findings from
audit files to directors, audit committees or senior
managers (RG 260) as appropriate.

* Provide information to the public about corporate
insolvency in Australia and regulation of registered
liquidators, including new data available to ASIC.

* Use information collected from online forms to inform
our guidance to industry on compliance with their
obligations.

* Review registered liquidator conduct and assess
reports of misconduct.

» Take disciplinary and enforcement action, where
appropriate.

Identify and take appropriate regulatory action against
high-risk registered liquidators, focusing on lack of
independence or competence, and improper gain.

Relevant subsector

Auditors of disclosing
entities, registered
company auditors

Auditors of disclosing
entities, registered
company auditors

Auditors of disclosing
entities

Registered liquidators

Registered liquidators

Registered liquidators
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Focus area Key actions Relevant subsector
Stakeholder engagement  Engage with external stakeholders and manage our Listed corporations,
relationships with them through, for example: unlisted public
« ongoing liaison meetings with key stakeholders (e.g. comp.anies, large
through our advisory panels) on a range of corporate proprlet?ry _
governance and corporate finance matters; companies, auditors

of disclosing entities,

registered company
* quarterly newsletters on our regulation of corporate auditors, registered

finance and our response to novel relief applications;  jiquidators

* half-yearly Corporate Finance Liaison meetings;

* engagement on accounting and auditing policy and
technical matters;

e promoting communication about contemporary
accounting, auditing and insolvency matters via
liaison meetings with stakeholders; and

* promoting open communication of matters of mutual
interest and fostering respectful and collaborative
relationships between ASIC, registered liquidators
and key stakeholder groups.

© Australian Securities and Investments Commission October 2022 Page 38



Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

Summary table of estimated industry funding levies for the corporate sector

Table 10: Estimated industry funding levies for the corporate sector

Subsector Definition Estimated Number of
cost entities
recovery
amount

Listed Entities that, at any time in the $44.969m 2,125

corporations  financial year, are a listed

corporation.

Levy metric and description Minimum
levy
Market capitalisation $4,000

An entity listed at the end of the
financial year must multiply:

* the price for the entity’s main
class of securities at the time
market closes on the last
trading day of the financial year;
and

¢ the number of securities in that
class at that relevant time.

An entity unlisted at the end of the
financial year (but listed in the
financial year) must multiply:

* the last price for the entity’s
main class of securities on the
day before the entity stops
being listed; and

* the number of securities in that
class at that relevant time.

Note: Exempt foreign entities under
the ASX listing rules will only be

required to pay a levy in relation to
their securities held in Australia.

Graduated
levy
threshold

$5m market
capitalisation
(minimum levy
threshold)

$20bn market
capitalisation
(maximum
levy threshold)

Indicative levy

Minimum levy of
$4,000 plus
$0.22 per
$10,000 of
market
capitalisation
above $5m.

Maximum levy
of $455,523, for
entities with a
market
capitalisation of
greater than
$20bn
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Subsector Definition Estimated
cost
recovery
amount

Unlisted Entities that, at any time in the $2.491m

public financial year, are a public

companies company that is not listed.

Large Entities that, at any time in the $10.986m

proprietary financial year, are a large

companies proprietary company.

Small Entities that, at any time in the $20.278m

proprietary financial year, are a small

companies proprietary company.

Number of
entities

15,006

9,480

2,886,803

Levy metric and description

Flat levy

Flat levy

Note: To ensure large proprietary
companies are not overcharged, the
actual levy will be reduced by the $4
increase in the annual review fee for
proprietary companies.

Costs recovered via an increase
in the annual review fee for
proprietary companies.

Minimum
levy

Not
applicable

Not
applicable

Not
applicable

Graduated
levy
threshold

Not applicable

Not applicable

Not applicable

Indicative levy

$166

$1,159

Not applicable.
Recovered via
the annual
review fee.
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Subsector

Auditors of
disclosing
entities

Registered
company
auditors

Definition

Entities that, at any time in the
financial year, are or have
consented to be an audit entity for
a disclosing entity with quoted
securities.

Entities that, at any time in the
financial year, are a registered
company auditor.

Estimated
cost
recovery
amount

$7.283m

$0.985m

Number of
entities

123

3,657

Levy metric and description

Audit fee revenue

The total of the fees paid or
payable to the entity in the
financial year for the auditing and
review of financial reports that
relate to:

* a disclosing entity with quoted
securities; or

* an entity controlled by a
disclosing entity with quoted
securities.

Note: Whether a disclosing entity
controls another entity is decided in
accordance with Australian
Accounting Standard AASB 10
Consolidated financial statements.

Flat levy

Minimum
levy

Not
applicable

Not
applicable

Graduated Indicative levy
levy
threshold

No threshold $126 per
$10,000 of
revenue

Not applicable ~ $269
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Subsector Definition Estimated Number of Levy metric and description Minimum Graduated Indicative levy
cost entities levy levy
recovery threshold
amount
Registered Entities that, at any time in the $4.778m 668 Number of external $2,500 No threshold Minimum levy of
liquidators financial year, are a registered administration appointments $2,500 plus
liquidator. and notifiable events $77.64 per

appointment and
notifiable event

The sum of:

* the number of specified
appointments under Ch 5 of the
Corporations Act accepted by
the entity that financial year and
in an earlier financial year if the
entity is still acting at the start of
the financial year for which the
levy is to be calculated (see
reg 20(3)(a)—(b) of the Cost
Recovery Levy Regulations);

* the number of specified
notifiable events entered on the
Published notices website by the
entity (see reg 20(3)(c)); and

* the number of documents lodged
with ASIC by the entity for:

— a notice of the outcome of a
proposal to pass a resolution
without a meeting

— an executed deed of company
arrangement (see reg 20(3)(d));
and

— arestructuring plan that has
been made.

© Australian Securities and Investments Commission October 2022 Page 42


https://publishednotices.asic.gov.au/

Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

Detailed breakdown of estimated costs of regulating each
subsector in the corporate sector

Corporations

Listed corporations

86 ASIC’s cost of regulating the subsector in 2020-21 was $58.2 million. The
estimated cost of regulating the subsector for 2021-22 is $45.0 million: see
Table 11.

Table 11: Estimated levies to recover costs to regulate listed corporations

Expense Cost recovery levy Statutory levy
Supervision and surveillance $6.270m $0.212m
Enforcement $6.682m $11.681m

Other regulatory activities

Industry engagement $1.081m $0.026m
Education $0.019m $0.393m
Guidance $0.501m $0.005m
Policy advice $0.838m $0.008m

Indirect costs

Governance, central strategy and legal $3.634m $0.022m
IT support $3.863m $0.049m
Operations support $2.498m $0.119m
Property and corporate services $4.173m $0.024m
Total operating expenditure $29.558m $12.540m
Allowance for capital expenditure $2.773m $0.000m
Less costs funded by own-source revenue ($0.030m) $0.000m
Adjustment for prior year (under or over recovery) $0.128m $0.000m
Total levy to recover costs $32.429m $12.540m

Unlisted public companies

87 ASIC’s cost of regulating the subsector in 2020-21 was $2.9 million. The
estimated cost of regulating the subsector for 2021-22 is $2.5 million: see
Table 12.
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Table 12: Estimated levies to recover costs to regulate unlisted public companies

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.167m $0.009m
Enforcement $0.287m $1.135m
Other regulatory activities

Industry engagement $0.034m $0.001m

Education $0.001m $0.013m

Guidance $0.015m $0.000m

Policy advice $0.039m $0.001m
Indirect costs

Governance, central strategy and legal $0.116m $0.001m

IT support $0.136m $0.003m

Operations support $0.092m $0.005m

Property and corporate services $0.150m $0.002m
Total operating expenditure $1.036m $1.169m
Allowance for capital expenditure $0.194m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.091m $0.000m
Total levy to recover costs $1.322m $1.169m

Large proprietary companies
88 ASIC’s cost of regulating the subsector in 2020-21 was $7.9 million. The

estimated cost of regulating the subsector for 2021-22 is $11.0 million: see

Table 13.

Table 13: Estimated levy to recover costs to regulate large proprietary companies

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Cost recovery levy Statutory levy

$0.132m

$3.494m

$0.026m
$0.002m
$0.014m
$0.073m

$0.005m

$2.280m

$0.001m
$0.101m
$0.000m
$0.000m
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Expense

Indirect costs

Cost recovery levy Statutory levy

Governance, central strategy and legal $1.053m $0.003m

IT support $1.016m $0.007m
Operations support $0.730m $0.033m
Property and corporate services $1.205m $0.001m
Total operating expenditure $7.745m $2.431m
Allowance for capital expenditure $0.785m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.026m $0.000m
Total levy to recover costs $8.555m $2.431m

Small proprietary companies
89 ASIC’s cost of regulating the subsector in 2020—21 was $18.7 million. The

estimated cost of regulating the subsector for 2021-22 is $20.3 million: see

Table 14.

Table 14: Estimated levies to recover costs to regulate small proprietary companies

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure

Allowance for capital expenditure

Cost recovery levy Statutory levy

$2.606m $0.063m
$8.754m $0.776m
$0.333m $0.004m
$0.034m $0.124m
$0.078m $0.000m
$0.045m $0.000m
$2.299m $0.014m
$1.176m $0.008m
$0.779m $0.036m
$2.286m $0.001m
$18.391m $1.026m
$0.866m $0.000m
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Expense Cost recovery levy Statutory levy
Less costs funded by own-source revenue ($0.006m) $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $19.252m $1.026m
Auditors
Auditors of disclosing entities
90 ASIC’s cost of regulating the subsector in 2020-21 was $7.8 million. The

estimated cost of regulating the subsector for 2021-22 is $7.3 million: see

Table 15.

Table 15: Estimated levies to recover costs to regulate auditors of disclosing entities

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure
Less costs funded by own-source revenue
Adjustment for prior year (under or over recovery)

Total levy to recover costs

Cost recovery levy
$2.464m

$0.315m

$0.025m
$0.002m
$0.014m
$0.139m

$0.850m
$0.812m
$0.438m
$0.738m

$5.797m
$0.474m
$0.000m
($0.013m)

$6.258m

Statutory levy
$0.057m

$0.863m

$0.000m
$0.077m
$0.000m
$0.000m

$0.003m
$0.005m
$0.020m
$0.000m

$1.026m
$0.000m
$0.000m
$0.000m

$1.026m
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Registered company auditors

91 ASIC’s cost of regulating the subsector in 2020-21 was $1.8 million. The
estimated cost of regulating the subsector for 2021-22 is $985,302: see

Table 16.

Table 16: Estimated levies to recover costs to regulate registered company auditors

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.281m $0.007m
Enforcement $0.054m $0.196m
Other regulatory activities

Industry engagement $0.008m $0.000m

Education $0.000m $0.010m

Guidance $0.002m $0.000m

Policy advice $0.019m $0.000m
Indirect costs

Governance, central strategy and legal $0.101m $0.000m

IT support $0.097m $0.001m

Operations support $0.053m $0.002m

Property and corporate services $0.090m $0.000m
Total operating expenditure $0.704m $0.216m
Allowance for capital expenditure $0.058m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.007m $0.000m
Total levy to recover costs $0.769m $0.216m

Registered liquidators
92 ASIC’s cost of regulating the subsector in 2020-21 was $5.1 million. The

estimated cost of regulating the subsector for 2021-22 is $4.8 million: see

Table 17.

Table 17: Estimated levies to recover costs to regulate registered liquidators

Expense
Supervision and surveillance

Enforcement

Cost recovery levy Statutory levy

$1.364m

$0.444m

$0.032m

$0.212m
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Expense

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure

Less costs funded by own-source revenue

Adjustment for prior year (under or over recovery)

Total levy to recover costs

Cost recovery levy

$0.216m
$0.036m
$0.075m
$0.044m

$0.660m
$0.582m
$0.347m
$0.566m

$4.333m
$0.402m
($0.288m)
$0.003m

$4.450m

Statutory levy

$0.003m
$0.060m
$0.000m
$0.000m

$0.002m
$0.004m
$0.016m
$0.000m

$0.328m
$0.000m
$0.000m
$0.000m

$0.328m
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F  Deposit taking and credit sector

Key points

This section details the work we will do during 2021-22 to regulate the
deposit taking and credit sector: see paragraphs 93—-99. The key focus
areas of our work in 2021-22 are outlined in Table 18.

This section also sets out the estimated levies to recover our costs. A
summary of indicative levies for each subsector are set out in Table 19. We
have provided more detailed breakdowns of estimated costs have also
been provided for each subsector:

e credit licensees (see Table 20-Table 22);
e deposit product providers (see Table 23);
e payment product providers (see Table 24); and

e margin lenders (see Table 25).

The indicative levies are a guide only. The final levies will be based on our
actual cost of regulating each subsector in 2021-22.

For clarity, we have separately listed the estimated costs to be recovered
through cost recovery levies and through statutory levies for each
subsector.

Overview of the deposit taking and credit sector

93 The deposit taking and credit sector consists of credit licensees (including
credit providers, credit intermediaries, small and medium amount credit
providers, and consumer lease providers) and AFS licensees (including
deposit product providers, payment product providers and margin lenders).

94 We administer Australia’s consumer credit laws to improve consumer
outcomes. We do this by ensuring lenders and brokers comply with their
conduct and disclosure obligations. These obligations include general
conduct requirements—such as the obligation to engage in credit activities
efficiently, honestly and fairly—and specific requirements intended to
reduce the extent to which consumers are sold products that do not meet
their needs. The consumer credit laws also contain requirements that relate
to conduct and consumer outcomes after a loan has been taken out.

95 We also monitor compliance with licensee obligations and other
requirements under the Corporations Act. When we identify a potential harm
or breach of the law, we will determine the most appropriate response.

96 We use the full suite of our regulatory tools to promote integrity in this
sector in order to bring about sound consumer outcomes. This includes,
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97

98

99

where appropriate, taking enforcement action, which may span over several
years, to address misconduct (such as fraud and misleading and deceptive
conduct). It may also include the use of the product intervention power when
there is a risk of significant consumer detriment, and intensive supervision of
institutions with the greatest potential impact on consumers and markets
through our institutional supervision work.

The level of our regulatory activity in each subsector of the deposit taking
and credit sector depends on the nature of the services offered as well as the
scale of operations. For example, those with significant customer bases
present a greater potential risk to consumers, investors and markets, and
therefore may require more regulatory attention.

We work closely with the Australian Government and other regulatory
agencies (particularly APRA) to achieve a coordinated approach to
regulation.

Focus areas for this sector

Table 18 outlines our areas of focus in the deposit taking and credit sector in
2021-22.

Note: In Table 18, ‘relevant subsectors’ are those in which we intend to or may conduct
the regulatory activity during the year, depending on prevailing circumstances.

Table 18: Focus areas in the deposit taking and credit sector (2021-22)

Focus area

Financial Accountability
Regime

Design and distribution
obligations

Key actions Relevant subsector
As part of the preparation for the proposed regime: Deposit product
* continue to collaborate with APRA to establish providers

administrative and business processes and
procedures; and

* establish integrated data systems to support efficient
joint administration.

* Support and monitor implementation of the reforms All deposit taking and
through engagement and guidance. credit subsectors

* Take a strategic, ASIC-wide approach to supervision
and enforcement of the design and distribution
obligations.

» Explore potential risk-based surveillance on targeted
distribution networks or channels.

* Where appropriate, take enforcement action (e.g.
against those who issue products that exploit
consumers by offering no or little benefit, and those
engaged in the mis-selling of products).
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Focus area

Institutional supervision

Consumer leases and
short-term, small amount
finance

Lender responses to
borrowers experiencing
financial difficulty

Poor debt collection
practices

Debt management firms

Key actions

Conduct continuous monitoring of the largest financial
institutions that have the greatest potential impact on
consumers and markets, to seek improvements in
consumer outcomes. This is done through:

— the collection and analysis of a range of governance
and risk management related information; and

— regular structured engagements with senior
executives.

Conduct targeted proactive reviews (involving data
analysis and interviews) of topical issues at the largest
financial institutions, including reportable situations and
their internal audit functions.

Continue to collect data from relevant lenders and
lessors to identify and respond to predatory lending
practices.

Following the passage of law reforms, review existing
guidance, prepare to use new powers, and engage with
industry to set expectations.

Conduct surveillances and, where appropriate, take
enforcement action to ensure costs incurred by
consumers are legal and correctly calculated.

Continue to monitor developments, trends and issues
of concern through engagement, data collection and
analysis of data collected by APRA.

Influence lender responses through surveillance and
setting expectations.

Where warranted, take enforcement action against
conduct that exacerbates consumer financial stress
(particularly in the context of the COVID-19 pandemic).

Collect data to understand the controls in place when
debt is sold, how the controls work and who is affected.

Engage with lenders and industry associations to
identify issues of concern and assess trends.

Provide further guidance to industry and set
expectations.

Where appropriate, undertake surveillance and
enforcement action.

Engage with debt management firms and other industry
stakeholders about new licensing requirements.

Monitor implementation of the reforms, including to
identify unlicensed conduct.

Where appropriate, undertake surveillance and
enforcement action.

Relevant subsector

Credit providers,

credit intermediaries,

deposit product
providers

Credit providers,
small and medium
amount credit
providers

Credit providers,
small and medium
amount credit
providers

Credit providers,
small and medium
amount credit
providers, credit
intermediaries

Credit intermediaries
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Focus area
Lending standards of
non-authorised deposit-

taking institution credit
providers

Mortgage broker best
interests duty and
conflicted remuneration
rules

Review of ePayments
Code

Stablecoins

General surveillance and
enforcement activity

Supporting law reform

LIBOR transition

Stakeholder engagement

Key actions

Following the passage of law reforms:

* engage with APRA to promote consistency on lender
obligations;

* review and, as needed, update or withdraw ASIC public
documents;

» gather information about new systems, policies and
procedures, and assess industry implementation; and

* where appropriate, undertake surveillance and
enforcement action.

* Gather data and information from brokers, aggregators
and lenders, and conduct file reviews.

» Take regulatory action, including enforcement action, if
warranted.

Finalise updates to the ePayments Code by consulting on
and publishing the new code.

Contribute to the work of the CFR in considering risks
arising from stablecoins, and the application of regulation
to stablecoins and related products and services.

Assess and respond to compliance and misconduct
issues reported to ASIC, or otherwise identified by ASIC,
through proactive or reactive surveillances, and take
enforcement action where appropriate.

Support Australian Government proposed law reform and
advise the Government on new reforms where the need
is identified through our work.

* Continue to facilitate and monitor the transition from
using LIBOR to robust alternative reference rates.

* Provide guidance and recommendations to support the
transition effort in Australia.

Through engagement with industry, influence our
regulated population to improve compliance and minimise
consumer harm.

Relevant subsector

Credit providers,
small and medium
amount credit
providers

Credit intermediaries

Payment product
providers

Payment product
providers

All deposit taking and
credit subsectors

All deposit taking and
credit subsectors

Credit providers,
deposit product
providers

All deposit taking and
credit subsectors
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Summary table of estimated industry funding levies for deposit taking and credit sector

Table 19:

Subsector

Credit
providers

Small and
medium
amount
credit
providers

Estimated industry funding levies for the deposit taking and credit sector

Definition

Entities that hold a
credit licence that
authorises them to
engage in credit
activities as a credit
provider.

Entities that:

* hold a credit
licence
authorising them
to engage in

credit activities as

a credit provider;
and

* provide credit
under small or
medium amount
credit contracts.*

Estimated Number of Levy metric and description Minimum
cost entities levy
recovery
amount
$34.613m 1,064 Credit provided in the financial year $2,000
incl . . .
(includes The gross amount of credit provided by the entity
small and . ) . .
. in the financial year under credit contracts (other
medium . .
than small and medium amount credit contracts).
amount
credit
providers)
$5.033m 227 Credit provided in the financial year Not
applicable

The gross amount of credit provided under small
and medium amount credit contracts.

Graduated
levy
threshold

$100m

No threshold

Indicative levy

Minimum levy of
$2,000 plus
$0.52 per
$10,000 of credit
provided above
$100m (for other
than small and
medium amount
credit contracts)

$38.49 per
$10,000 of credit
provided under
small and
medium credit
contracts
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Subsector

Credit inter-
mediaries

Deposit
product
providers

Payment
product
providers

Definition

Entities that hold a
credit licence
authorising them to
engage in credit
activities other than
as a credit provider.

Entities that hold an
AFS licence with an
authorisation to deal
in a financial
product by issuing
deposit products.

Entities that hold an
AFS licence with an
authorisation to deal
in financial products
through which, or
through the
acquisition of which,
non-cash payments
can be made.

Estimated
cost
recovery
amount

$10.897m

$14.009m

$2.291m

Number of
entities

4,413

(37,703
credit
represent-
atives)

199

665

Levy metric and description

Credit representatives

The number of credit representatives (within the
meaning of the National Credit Act) that the entity
has at the end of the financial year.

Total deposits

The total value of deposits held at the end of the
financial year in deposit products issued by the
entity (whether the deposit product was issued in
the financial year or an earlier financial year).

Total revenue from payment product provider
activity

The total gross revenue received in the financial
year in connection with non-cash payment
products issued by the entity less expenses
incurred during the financial year from dealing in
non-cash payment facilities.

Minimum Graduated
levy levy
threshold
$1,000 No threshold
$2,000 $10m
$2,000 No threshold

Indicative levy

Minimum levy of
$1,000 plus
$171.97 per
credit
representative

Minimum levy of
$2,000 plus (if
the entity’s
metric exceeds
$10m) $5.34 per
$1m of total
deposit liabilities
above $10m

Minimum levy of
$2,000 plus
$2.20 per
$10,000 of total
revenue from
payment product
provider activity
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Subsector Definition

Margin Entities that hold an

lenders AFS licence with an
authorisation to deal
in a financial

product by issuing
margin lending
facilities during a
financial year.

Notes: * ‘Small amount credit contract’ is defined in s5 of the National Credit Act. Small amount credit contracts are also known as ‘small amount loans’ and ‘payday loans’.

Estimated
cost
recovery
amount

$0.002m

Number of
entities

23

Levy metric and description Minimum
levy

Number of days authorised Not
applicable

The number of days in the financial year on which
the entity holds the prescribed AFS licence
authorisation.

** The number of small and medium amount credit providers is based on 2020-21 figures.

Graduated
levy
threshold

Not applicable

Indicative levy

$93.38
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Detailed breakdown of estimated costs of regulating each
subsector in the deposit taking and credit sector

Credit licensees

Credit providers

100 ASIC’s cost of regulating the subsector in 2020-21 was $33.1 million. The
estimated cost of regulating the subsector for 2021-22 is $34.6 million: see
Table 20.

Table 20: Estimated levies to recover costs to regulate credit providers

Expense Cost recovery levy Statutory levy
Supervision and surveillance $5.074m $0.119m
Enforcement $7.028m $3.242m

Other regulatory activities

Industry engagement $1.070m $0.013m
Education $0.016m $1.059m
Guidance $0.308m $0.000m
Policy advice $0.497m $0.000m

Indirect costs

Governance, central strategy and legal $3.941m $0.012m
IT support $3.549m $0.023m
Operations support $2.550m $0.105m
Property and corporate services $3.946m $0.000m
Total operating expenditure $27.978m $4.574m
Allowance for capital expenditure $2.541m $0.000m
Less costs funded by own-source revenue ($0.542m) $0.000m
Adjustment for prior year (under or over recovery) $0.063m $0.000m
Total levy to recover costs $30.039m $4.574m

Small and medium amount credit providers

101 ASIC’s cost of regulating the subsector in 2020-21 was $4.9 million. The
estimated cost of regulating the subsector for 2021-22 is $5.0 million: see
Table 21.
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Table 21: Estimated levies to recover costs to regulate small and medium amount credit

providers

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.704m $0.017m
Enforcement $1.042m $0.304m
Other regulatory activities

Industry engagement $0.184m $0.002m

Education $0.003m $0.174m

Guidance $0.056m $0.000m

Policy advice $0.084m $0.000m
Indirect costs

Governance, central strategy and legal $0.587m $0.002m

IT support $0.522m $0.004m

Operations support $0.377m $0.016m

Property and corporate services $0.581m $0.000m
Total operating expenditure $4.139m $0.519m
Allowance for capital expenditure $0.375m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $4.514m $0.519m

Credit intermediaries
102 ASIC’s cost of regulating the subsector in 2020-21 was $11.4 million. The

estimated cost of regulating the subsector for 2021-22 is $10.9 million: see

Table 22.

Table 22: Estimated levies to recover costs to regulate credit intermediaries

Expense
Supervision and surveillance

Enforcement

Cost recovery levy Statutory levy

$1.343m

$2.719m

$0.031m

$0.357m
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Expense

Other regulatory activities

Cost recovery levy

Statutory levy

Industry engagement $0.302m $0.004m

Education $0.004m $0.318m

Guidance $0.087m $0.000m

Policy advice $0.136m $0.000m
Indirect costs

Governance, central strategy and legal $1.297m $0.004m

IT support $1.177m $0.008m

Operations support $0.849m $0.036m

Property and corporate services $1.330m $0.000m
Total operating expenditure $9.244m $0.758m
Allowance for capital expenditure $0.857m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.037m $0.000m
Total levy to recover costs $10.139m $0.758m

Deposit product providers
103 ASIC’s cost of regulating the subsector in 2020-21 was $7.5 million. The

estimated cost of regulating the subsector for 2021-22 is $14.0 million: see

Table 23.

Table 23: Estimated levies to recover costs to regulate deposit product providers

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Cost recovery levy
$1.685m

$3.192m

$0.141m
$0.011m
$0.058m
$0.337m

Statutory levy
$0.039m

$1.664m

$0.002m
$0.204m
$0.000m
$0.000m
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Expense Cost recovery levy Statutory levy

Indirect costs

Governance, central strategy and legal $1.509m $0.004m
IT support $1.450m $0.009m
Operations support $1.016m $0.044m
Property and corporate services $1.606m $0.000m
Total operating expenditure $11.006m $1.966m
Allowance for capital expenditure $1.037m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $12.043m $1.966m

Payment product providers

104 ASIC’s cost of regulating the subsector in 2020-21 was $2.4 million. The
estimated cost of regulating the subsector for 2021-22 is $2.3 million: see
Table 24.

Table 24: Estimated levies to recover costs to regulate payment product providers

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.523m $0.012m
Enforcement $0.046m $0.478m

Other regulatory activities

Industry engagement $0.136m $0.002m
Education $0.002m $0.111m
Guidance $0.039m $0.000m
Policy advice $0.062m $0.000m

Indirect costs

Governance, central strategy and legal $0.228m $0.001m
IT support $0.188m $0.001m
Operations support $0.134m $0.005m
Property and corporate services $0.192m $0.000m
Total operating expenditure $1.551m $0.609m
Allowance for capital expenditure $0.124m $0.000m
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Expense Cost recovery levy Statutory levy
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.007m $0.000m
Total levy to recover costs $1.682m $0.609m
Margin lenders
105 ASIC’s cost of regulating the subsector in 2020-21 was $70,357. The

estimated cost of regulating the subsector for 2021-22 is $2,148, as set out

below.

Table 25: Estimated levies to recover costs to regulate margin lenders

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure
Less costs funded by own-source revenue
Adjustment for prior year (under or over recovery)

Total levy to recover costs

Cost recovery levy
$0.001m

$0.000m

$0.000m
$0.000m
$0.000m
$0.000m

$0.000m
$0.000m
$0.000m
$0.000m

$0.002m
$0.000m
$0.000m
$0.000m

$0.002m

Statutory levy
$0.000m

$0.000m

$0.000m
$0.000m
$0.000m
$0.000m

$0.000m
$0.000m
$0.000m
$0.000m

$0.000m
$0.000m
$0.000m
$0.000m

$0.000m
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G Investment management, superannuation and
related services sector

Key points

This section details the work we will do during 2021-22 to regulate the
investment management, superannuation and related services sector: see
paragraphs 106—111. The key focus areas of our work in 2021-22 are
outlined in Table 26.

This section also sets out the estimated levies to recover our costs. A
summary of the indicative levies for each subsector is set out in Table 27.
We have provided more detailed breakdowns of estimated costs for each
subsector:

e superannuation trustees (Table 28);
e responsible entities (Table 29);

e wholesale trustees (Table 30);

e custodians (Table 32);

e |IDPS operators (Table 33);

e MDA providers (Table 34); and

e traditional trustee company service providers (Table 35).

The indicative levies are a guide only. The final levies will be based on our
actual cost of regulating each subsector in 2021-22.

For clarity, we have separately listed the estimated costs to be recovered
through cost recovery levies and through statutory levies for each
subsector.

Overview of the investment management, superannuation and
related services sector

106

The investment management, superannuation and related services sector
consists of AFS licensees with authorisations to:

(a) operate registered schemes (responsible entities);

(b) operate a notified foreign passport fund or a regulated former notified
fund (operators of notified foreign passport funds and regulated former
notified funds);

Note: There are currently no entities in this subsector.

(c) issue or arrange for the issue of interests in a managed investment
scheme to wholesale clients (wholesale trustees);

(d) provide custodial and depository services (custodians);
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(e) 1issue interests in MDA services (MDA providers);
() operate an IDPS (IDPS operators);

(2) provide traditional trustee company services (traditional trustee
company service providers); and

(h) provide a crowdfunding service (CSF intermediaries).

Note: CSF intermediaries are not currently a separate subsector under the industry
funding model. As a result, the regulatory costs for CSF intermediaries will be allocated
proportionally across all subsectors as a statutory levy—see Table 5.

107 Registrable superannuation entity (RSE) licensees (within the meaning of the
Superannuation Industry (Supervision) Act 1993 (SIS Act)) also fall within
the investment management, superannuation and related services sector (as
‘superannuation trustees’).

Note: Superannuation trustees are required to hold an AFS licence with authorisations
to deal in superannuation and to provide a superannuation trustee service.

108 We use the full suite of our regulatory tools to promote integrity in this
sector in order to bring about sound consumer and investor outcomes. This
includes, where appropriate, taking enforcement action to address
misconduct (such as fraud and misleading or deceptive conduct). This action
may span several years. This also includes intensive supervision of large
institutions that have subsidiaries in this subsector through our institutional
supervision work.

109 We expend a large amount of regulatory effort within this sector because of
the large number of interactions entities in this sector have with retail and
institutional investors, and the potential harm to consumers, investors and
markets.

110 We work closely with the Australian Government and other regulatory
agencies (particularly APRA) to achieve a coordinated approach to
regulation.

Focus areas for this sector

111 Table 26 sets out our areas of focus in the investment management,
superannuation and related services sector in 2021-22.

Note: In Table 26, ‘relevant subsectors’ are those in which we intend to or may conduct
the regulatory activity during the year, depending on prevailing circumstances.
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Table 26: Focus areas in the investment management, superannuation and related services
sector (2021-22)

Focus area

Financial Accountability
Regime

Design and distribution
obligations

Institutional supervision

Greenwashing of
financial products

Key actions

As part of the ongoing preparation for the proposed regime:

* continue to collaborate with APRA to establish
administrative and business processes and
procedures; and

* establish integrated data systems to support efficient
joint administration.

* Support and monitor implementation of the reforms
through engagement and guidance.

* Take a strategic, ASIC-wide approach to supervision
and enforcement of the design and distribution
obligations.

* Undertake risk-based surveillance on a range of
products, including choice superannuation products.

* Explore potential risk-based surveillance on targeted
distribution networks or channels.

* Where appropriate, take enforcement action (e.g.
against those who issue products that exploit
consumers by offering no or little benefit, and those
engaged in the mis-selling of products).

* Conduct continuous monitoring of the largest financial
institutions that have the greatest potential impact on
consumers and markets, to seek improvements in
consumer outcomes. This is done through:

— the collection and analysis of a range of governance
and risk management related information; and

— regular structured engagements with senior
executives.

* Conduct targeted proactive reviews (involving data
analysis and interviews) of topical issues at the largest
financial institutions, including reportable situations and
their internal audit functions.

* Conduct targeted surveillance of financial products to
identify misleading statements about environmental,
social and governance claims, particularly across social
media.

» Seek opportunities to improve consumer outcomes by
changing industry practices to mitigate the risk of
greenwashing, and contribute to the international work
of IOSCO in this area.

Relevant subsector

Superannuation
trustees

Responsible entities,
IDPS operators,
superannuation
trustees

Superannuation
trustees, responsible
entities

Superannuation
trustees, responsible
entities
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Focus area

Communications about
performance

Insurance in
superannuation

Internal dispute
resolution (IDR) in
superannuation

Retirement income
calculators and
projections

Superannuation conduct
regulator

Governance of managed
investment schemes and
responsible entities

Key actions

* Monitor the implementation of the Your Future, Your
Super reforms and work with APRA on greater
consistency of performance disclosures.

* Review the mandatory underperformance notifications
and other communications by trustees of products that
fail to pass the annual performance test, and the
communications of a sample of those that do not fail
the test, across marketing and distribution channels.

» Take regulatory action on non-compliance where
appropriate.

* Conduct surveillance of superannuation trustees on
issues raised by ASIC in 2019 and 2020, including
those outlined in Report 633 Holes in the safety net: A
review of TPD insurance claims (REP 633) and
Report 675 Default insurance in superannuation:
Member value for money (REP 675).

¢ Support and monitor implementation of regulatory
reforms (e.g. claims handling).

* Continue to focus on helping the superannuation
industry transition to complying with Regulatory
Guide 271 Internal dispute resolution (RG 271) (e.g.
through stakeholder communications and engagement
during the transition period).

* Following implementation of the RG 271 requirements,
analyse data and review specific case studies to
assess industry compliance and determine if further
regulatory action is necessary.

Consult on and update relief instruments and guidance
including Consultation Paper 351 Superannuation
forecasts: Update to relief and guidance (CP 351).

* Ensure effective implementation of superannuation
conduct law reform, including the new licensing
requirements, by engaging with industry and working
closely with APRA.

* Update ASIC instruments, guidance, internal processes

and materials to reflect law reform.

¢ Take enforcement action, where warranted, to address

misconduct and deter others from engaging in similar
misconduct.

Review the practices of a selection of large managed

investment schemes, with a view to mitigating the risks of

adverse member outcomes.

Relevant subsector

Superannuation
trustees

Superannuation
trustees

Superannuation
trustees

Superannuation
trustees

Superannuation
trustees

Responsible entities
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https://asic.gov.au/regulatory-resources/find-a-document/consultation-papers/cp-351-superannuation-forecasts-update-to-relief-and-guidance/
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Focus area

Whistleblower program

Litigation funders

Marketing and disclosure
about risk and return for
managed investment
funds

Updating relief in
sunsetting class orders

LIBOR transition

Conflicts of interest and
investment switching

General surveillance and
enforcement activity

Stakeholder engagement

Key actions

Review whistleblower programs from a sample of
regulated entities to assess:

* how they handle whistleblower disclosures;

* how they use the information from disclosures to
address issues or misconduct or change their
operations; and

« the level of board and executive oversight of the program.

Implement the Australian Government’s litigation funding
reforms by providing relief and issuing guidance as required.

* Monitor marketing in traditional and digital media using
search terms that are likely to appeal to retail investors.

* Review Product Disclosure Statements (PDSs)—
focusing on new PDSs and responsible entities with a
history of poor disclosure—to identify likely misleading
returns, inappropriate benchmark use or poor risk
disclosure.

» Take enforcement action on non-compliance, where
warranted.

Update relief in sunsetting class orders that relates to:
* business introduction or matching services;

* employee redundancy schemes; and

* substantial holdings.

* Continue to facilitate and monitor the transition from
using LIBOR to robust alternative reference rates.

* Provide guidance and recommendations to support the
transition effort in Australia.

Conduct surveillance of conflicts management policies of
superannuation trustees and of transactions by directors
and executives, in relation to the switching of investment
options by executives and directors.

Assess and respond to compliance and misconduct
issues reported to ASIC, or otherwise identified by ASIC
through proactive or reactive surveillances, and take
enforcement action where appropriate.

Through engagement with industry, influence our
regulated population to improve compliance and minimise
consumer harm.

Relevant subsector

Superannuation
trustees

Responsible entities

Responsible entities,
wholesale trustees

Wholesale trustees,
responsible entities

Superannuation
trustees

Superannuation
trustees

Superannuation
trustees, responsible
entities, wholesale
trustees, custodians,
IDPS operators, MDA
providers, traditional
trustee company
service providers,
CSF intermediaries

All investment
management,
superannuation and
related services
subsectors
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Summary table of estimated industry funding levies for the investment management, superannuation
and related services sector

Table 27: Estimated industry funding levies for the investment management, superannuation and related services sector

Subsector Definition Estimated Number of Levy metric and description Minimum Graduated Indicative levy
cost entities levy levy
recovery threshold
amount
Super- Entities that are an RSE licensee $37.923m 95 Adjusted total assets $18,000 $250m Minimum levy of
annuation (within the meaning of the SIS The total value of assets in all $18,000 plus
trustees Act). . . " $17.85 per $1m
registrable superannuation entities
. of assets above
operated by the entity at the end
; . the $250m
of the financial year, except any
. . threshold
assets that are an interest in
another registrable
superannuation entity operated by
the entity and any other assets
that are employer sponsored
receivables.
Responsible  Entities that hold an AFS licence $20.749m 426 Adjusted total assets $7,000 $10m Minimum levy of
entities authorising them to operate a $7,000 plus

registered scheme.

The total value of assets in all
registered schemes operated by
the entity at the end of the
financial year, except any assets
that are an interest in another
registered scheme operated by
the entity and, if the entity is also a
wholesale trustee, any interest in
an unregistered scheme issued by
the entity.

$10.85 per $1m
of assets above
the $10m
threshold
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Subsector Definition Estimated
cost
recovery
amount

Wholesale Entities that hold an AFS licence $5.790m

trustees authorising them to deal in a

financial product by issuing
interests in, or arranging for the
issue of interests in, a managed
investment scheme to wholesale
clients.
Operators of  Entities that, at any time in the $0.008m

notified financial year, are the operator of:
foreign * a notified foreign passport fund,;
passport or
funds and g

* aregulated former notified fund.
regulated
former
notified
funds

Number of
entities

1,783

0

Graduated
levy
threshold

Minimum
levy

Levy metric and description

Adjusted total assets $1,000 Not applicable

The total value of assets in all
unregistered schemes at the end
of the financial year, except any
assets that are an interest in
another registered or unregistered
scheme operated by the
wholesale trustee or any assets
that are an interest in a notified
foreign passport fund issued by
the entity if the entity forms part of
the operators of a notified foreign
passport funds subsector.

$1,000

Australian assets Not applicable

Total value of Australian assets in
all notifiable foreign passport
funds or regulated former notified
funds operated by the entity,
except any assets that are an
interest in another notified foreign
passport fund or regulated former
notified fund operated by the entity
and, if the entity forms part of the
wholesale trustees subsector, any
assets that are an interest in an
unregistered managed investment
scheme issued by the entity.

Indicative levy

Minimum levy of
$1,000 plus
$4.91 per $1m of
adjusted total
assets

Not applicable
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Subsector Definition

Custodians Entities that, at any time in the
financial year, hold an AFS
licence that authorises them to
provide a custodial or depository

service.
IDPS Entities that hold an AFS licence
operators authorising them to operate an
IDPS.

Estimated
cost
recovery
amount

$0.138m

$0.826m

Number of
entities

1,249

84

Levy metric and description Minimum Graduated
levy levy
threshold
Flat levy Not Not applicable
applicable
Revenue from IDPS activity $10,000 No threshold

The levy metric will be the sum of:

» the amount of gross revenue
received from IDPS activities
undertaken under the entity’s
licence in the financial year; and

* unless covered under the
previous point, any amount paid
or payable in the financial year
from the IDPS for the
performance of obligations
imposed on the IDPS operator
(even if those obligations are
performed by another entity).

Indicative levy

$110

Minimum levy of
$10,000
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Subsector

MDA
providers

Traditional
trustee
company
service
providers

Definition Estimated Number of
cost entities
recovery
amount

Entities that hold an AFS licence $2.799m 272*

authorising them to deal in a

financial product by issuing

financial products in respect of:

* interests in managed

investment schemes, limited to
MDA services; or
¢ miscellaneous financial
investment products, limited to
MDA services.
Entities that are AFS licensees $0.207m 11*

authorised to provide traditional
trustee company services.

Levy metric and description Minimum Graduated

levy levy
threshold

Number of days authorised Not Not applicable

The number of days in the applicable

financial year on which the entity

holds the prescribed AFS licence

authorisation.

Number of days authorised Not Not applicable
applicable

The number of days in the
financial year on which the entity
holds the prescribed AFS licence
authorisation.

Indicative levy

$10,292

$18,860
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Detailed breakdown of estimated costs of regulating each
subsector in the investment management, superannuation and
related services sector

Superannuation trustees

112 ASIC’s cost of regulating the subsector in 2020-21 was $26.9 million. The
estimated cost of regulating the subsector for 2021-22 is $37.9 million: see
Table 28.

Table 28: Estimated levies to recover costs to regulate superannuation trustees

Expense Cost recovery levy Statutory levy
Supervision and surveillance $4.182m $0.103m
Enforcement $6.689m $6.489m

Other regulatory activities

Industry engagement $0.789m $0.011m
Education $0.084m $1.307m
Guidance $1.999m $0.000m
Policy advice $0.757m $0.001m

Indirect costs

Governance, central strategy and legal $3.930m $0.010m
IT support $3.954m $0.028m
Operations support $2.722m $0.116m
Property and corporate services $4.441m $0.002m
Total operating expenditure $29.547m $8.067m
Allowance for capital expenditure $2.782m $0.000m
Less costs funded by own-source revenue ($2.510m) $0.000m
Adjustment for prior year (under or over recovery) $0.036m $0.000m
Total levy to recover costs $29.856m $8.067m

Responsible entities

113 ASIC’s cost of regulating the subsector in 2020-21 was $25.2 million. The
estimated cost of regulating the subsector for 2021-22 is $20.8 million: see
Table 29.
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Table 29: Estimated levies to recover costs to regulate responsible entities

Expense Cost recovery levy Statutory levy
Supervision and surveillance $2.127m $0.057m
Enforcement $2.253m $4.364m
Other regulatory activities

Industry engagement $0.635m $0.009m

Education $0.002m $0.266m

Guidance $0.872m $0.001m

Policy advice $1.508m $0.001m
Indirect costs

Governance, central strategy and legal $2.081m $0.008m

IT support $1.919m $0.015m

Operations support $1.228m $0.055m

Property and corporate services $2.053m $0.003m
Total operating expenditure $14.678m $4.778m
Allowance for capital expenditure $1.478m $0.000m
Less costs funded by own-source revenue ($0.180m) $0.000m
Adjustment for prior year (under or over recovery) ($0.005m) $0.000m
Total levy to recover costs $15.971m $4.778m

Wholesale trustees
114 ASIC’s cost of regulating the subsector in 2020-21 was $3.0 million. The

estimated cost of regulating the subsector for 2021-22 is $5.8 million: see

Table 30.

Table 30: Estimated levies to recover costs to regulate wholesale trustees

Expense
Supervision and surveillance

Enforcement

Cost recovery levy
$0.401m

$1.347m

Statutory levy
$0.009m

$0.376m
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Expense

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure
Less costs funded by own-source revenue
Adjustment for prior year (under or over recovery)

Total levy to recover costs

Cost recovery levy

$0.128m
$0.001m
$0.184m
$0.301m

$0.676m
$0.629m
$0.422m
$0.702m

$4.791m
$0.485m
$0.000m
$0.026m

$5.301m

Statutory levy

$0.002m
$0.077m
$0.000m
$0.000m

$0.002m
$0.004m
$0.019m
$0.000m

$0.489m
$0.000m
$0.000m
$0.000m

$0.489m

Operators of notified foreign passport funds and regulated

former notified funds

115 ASIC’s cost of regulating the subsector in 2020-21 was $6,736. The
estimated cost of regulating the subsector for 2021-22 is $8,275: see

Table 30.

Table 31: Estimated levies to recover costs to regulate Operators of notified foreign passport

funds and regulated former notified funds

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Cost recovery levy
$0.002m

$0.000m

$0.000m
$0.000m
$0.001m
$0.001m

Statutory levy
$0.000m

$0.000m

$0.000m
$0.000m
$0.000m
$0.000m
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Expense Cost recovery levy Statutory levy

Indirect costs

Governance, central strategy and legal $0.001m $0.000m
IT support $0.001m $0.000m
Operations support $0.001m $0.000m
Property and corporate services $0.001m $0.000m
Total operating expenditure $0.007m $0.000m
Allowance for capital expenditure $0.001m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.008m $0.000m
Custodians
116 ASIC’s cost of regulating the subsector in 2020-21 was $311,256. The
estimated cost of regulating the subsector for 2021-22 is $137,725: see
Table 32.

Table 32: Estimated levies to recover costs to regulate custodians

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.027m $0.001m
Enforcement $0.002m $0.013m

Other regulatory activities

Industry engagement $0.007m $0.000m
Education $0.000m $0.002m
Guidance $0.009m $0.000m
Policy advice $0.011m $0.000m

Indirect costs

Governance, central strategy and legal $0.015m $0.000m
IT support $0.014m $0.000m
Operations support $0.008m $0.000m
Property and corporate services $0.014m $0.000m
Total operating expenditure $0.107m $0.016m
Allowance for capital expenditure $0.010m $0.000m
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Expense Cost recovery levy Statutory levy
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.005m $0.000m
Total levy to recover costs $0.122m $0.016m
IDPS operators
117 ASIC’s cost of regulating the subsector in 2020-21 was $953,013. The

estimated cost of regulating the subsector for 2021-22 is $826,243: see

Table 33.

Table 33: Estimated levies to recover costs to regulate IDPS operators

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure
Less costs funded by own-source revenue
Adjustment for prior year (under or over recovery)

Total levy to recover costs

Cost recovery levy
$0.028m

$0.002m

$0.007m
$0.000m
$0.010m
$0.013m

$0.017m
$0.016m
$0.010m
$0.015m

$0.118m
$0.012m
$0.000m
$0.000m

$0.130m

Statutory levy
$0.001m

$0.694m

$0.000m
$0.002m
$0.000m
$0.000m

$0.000m
$0.000m
$0.000m
$0.000m

$0.697m
$0.000m
$0.000m
$0.000m

$0.697m
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MDA providers

118 ASIC’s cost of regulating the subsector in 2020-21 was $2.4 million. The
estimated cost of regulating the subsector for 2021-22 is $2.8 million: see

Table 34.

Table 34: Estimated levies to recover costs to regulate MDA providers

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.013m $0.000m
Enforcement $1.109m $0.092m
Other regulatory activities

Industry engagement $0.004m $0.000m

Education $0.000m $0.030m

Guidance $0.006m $0.000m

Policy advice $0.009m $0.000m
Indirect costs

Governance, central strategy and legal $0.326m $0.001m

IT support $0.311m $0.002m

Operations support $0.226m $0.010m

Property and corporate services $0.372m $0.000m
Total operating expenditure $2.377m $0.136m
Allowance for capital expenditure $0.242m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.045m $0.000m
Total levy to recover costs $2.664m $0.136m

Traditional trustee company service providers
119 ASIC’s cost of regulating the subsector in 2020-21 was $277,883. The

estimated cost of regulating the subsector for 2021-22 is $207,466: see

Table 35.
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Table 35: Estimated levies to recover costs to regulate traditional trustee company service

providers
Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure

Less costs funded by own-source revenue

Adjustment for prior year (under or over recovery)

Total levy to recover costs

Cost recovery levy
$0.060m

$0.019m

$0.013m
$0.000m
$0.005m
$0.007m

$0.014m
$0.023m
$0.015m
$0.024m

$0.179m
$0.018m
$0.000m
$0.000m

$0.197m

Statutory levy
$0.003m

$0.001m

$0.001m
$0.002m
$0.000m
$0.000m

$0.000m
$0.001m
$0.001m
$0.001m

$0.011m
$0.000m
$0.000m
$0.000m

$0.011m
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H Market infrastructure and intermediaries sector

Key points

This section details the work we will do during 2021-22 to regulate the
market infrastructure and intermediaries sector: see paragraphs 120-133.
The key focus areas of our work in 2021-22 are outlined in Table 36.

This section also sets out the estimated levies to recover our costs. A
summary of indicative levies for each subsector is set out in Table 37 and
Table 38. We have provided more detailed breakdowns of estimated costs
for each subsector.

For market infrastructure providers, these include:

e market licensees (see Table 39-Table 46);

e CS facility operators (see Table 47—Table 51);

o Australian derivative trade repository operators (see Table 52);
o exempt market operators (see Table 53);

e credit rating agencies (see Table 54);

e benchmark administrator licensees (see Table 55);

For market intermediaries, these include:

e market participants (see Table 56—Table 57);

e securities dealers (see Table 58);

e corporate advisers and OTC traders (see Table 59-Table 60);
e retail OTC derivatives issuers (see Table 61); and

e wholesale electricity dealers (see Table 62).

The indicative levies are a guide only. The final levies will be based on our
actual cost of regulating each subsector in 2021-22.

For clarity, we have separately listed the costs to be recovered through
cost recovery levies and through statutory levies for each subsector.

Overview of the market infrastructure and intermediaries sector

120 The market infrastructure and intermediaries sector consists of market
infrastructure providers and market intermediaries.

121 We use the full suite of our regulatory tools to promote integrity in this
sector in order to bring about sound consumer and investor outcomes. This
includes, where appropriate, taking enforcement action to address
misconduct. This action may span several years. It may also include the use
of the product intervention power when there is a risk of significant
consumer detriment, and more intensive supervision of selected institutions.
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122 The level of our regulatory activity in each subsector in the market
infrastructure and intermediaries sector depends on the nature of the services
offered, as well as the scale of operations. For example, those with
significant customer bases present a greater potential risk to consumers,
investors and markets and therefore may require more regulatory attention.

123 We work closely with the Australian Government and other regulatory
agencies (particularly the Reserve Bank of Australia (RBA) and APRA) to
achieve a coordinated approach to regulation.

Market infrastructure providers

124 Market infrastructure providers are entities that are:
(a) market licensees;
(b) CS facility operators;

Note: CS facilities are broken into four tiers. Determining which of the four tiers a
facility is part of is based on the systemic importance and the strength of the domestic
connection of the facility. Entities should consider the matters set out in s827A of the
Corporations Act when determining whether their CS facility is systemically important
and the strength of the domestic connection to Australia. Additionally, the CFR’s
Application of the regulatory influence framework for cross-border central

counterparties (published March 2014) sets out requirements for the different tiers of
CS facilities.

(c) Australian derivative trade repository operators;
(d) exempt market operators;

(e) credit rating agencies; and

() benchmark administrator licensees.

125 Our supervision and surveillance of market infrastructure providers is critical
to maintaining the resilience, integrity and stability of financial markets. Our
role is to oversee these providers’ compliance with their obligations under
the financial services laws, to help ensure good consumer and investor
outcomes, and to maintain trust and integrity in Australia’s financial
markets.

126 As part of our role, we undertake reviews of the performance and
compliance of market infrastructure providers. These reviews include real-
time frontline supervision and surveillance of trading on licensed domestic
markets, periodic assessments, strategic market-wide and individual entity
reviews, ongoing engagement, and periodic remediation. Through this
activity we seek to efficiently and effectively identify harms, provide
feedback and guidance to providers, and take further regulatory action where
needed.
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127 We are also focused on supporting entities as they carry out their operations.
A key consideration across all of our work is how we can support the long-
term economic recovery in Australia.

Market intermediaries

128 Market intermediaries include entities which are:
(a) market participants;
(b) securities dealers;
(c) corporate advisers and OTC traders;
(d) retail OTC derivatives issuers; and

(e) wholesale electricity dealers.

129 Market intermediaries play a key role in maintaining the fair and efficient
functioning of financial markets. To maintain trust and integrity in financial
markets, we supervise market intermediaries’ compliance with the
Corporations Act and ASIC market integrity rules, and test that market
intermediaries are meeting their AFS licence obligations.

130 Our work is focused on proactive and reactive supervision and surveillance
of market intermediaries. We aim to effectively and efficiently identify
harms, and foster constructive and timely behavioural change. This includes
undertaking real-time surveillance of trading on equity markets and post-
trade surveillance on futures and OTC markets. We will take regulatory and
enforcement action where appropriate, including using ASIC’s product
intervention power.

131 At the same time, we are also focused on supporting entities as they carry
out their operations during a challenging time. A key consideration across all
of our work is how we can support the long-term economic recovery in
Australia.

132 We continue to remove unnecessary regulatory burden by revising ASIC
market integrity rules and providing regulatory relief, where appropriate.

Focus areas for this sector

133 Table 36 sets out our areas of focus in the market infrastructure and
intermediaries sector in 2021-22.

Note: In Table 36, ‘relevant subsectors’ are those in which we intend to or may conduct
the regulatory activity during the year, depending on prevailing circumstances.
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Table 36: Focus areas in market infrastructure and intermediaries sector (2021-22)

Focus area

Design and distribution
obligations

Product intervention
orders for retail OTC
derivatives

Retail investor scams

Cyber resilience

Key actions

Support and monitor implementation of the reforms
through engagement and guidance.

Take a strategic, ASIC-wide approach to supervision
and enforcement of the design and distribution
obligations.

Explore potential risk-based surveillance on targeted
distribution networks or channels.

Where appropriate, take enforcement action (e.g.
against those who issue products that exploit
consumers by offering no or little benefit, and those
engaged in the mis-selling of products).

Monitor compliance with the CFD and binary options
product intervention orders.

Assess the effectiveness of the orders in reducing
harm, areas of possible avoidance, and whether the
orders should be extended.

Take regulatory action, including enforcement action
where warranted, to address misconduct.

Undertake education, communications and social
media campaigns to raise investor awareness of
potential harms.

Take enforcement action, where warranted, to
address misconduct and deter others from engaging
in similar misconduct.

Provide guidance to industry as part of ASIC-wide
campaigns, in coordination with other regulators and
agencies, and engage with industry on cyber issues.

Assess selected regulated entities’ cyber resilience
and management of cyber risks (e.g. through self-
assessments) and, as part of an ASIC-wide cyber
working group, analyse responses.

Communicate expectations to boards and send
letters to specific entities with key findings.

Develop, agree and finalise an effective supervisory
approach with APRA for dual-regulated entities such
as authorised deposit-taking institutions, insurers and
superannuation funds.

Relevant subsector

Large securities
exchange
participants, retail
OTC derivative
issuers, securities
dealers

Retail OTC derivative
issuers

Retail OTC derivative
issuers, securities
dealers

All market
infrastructure
providers and
intermediaries
subsectors
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Focus area

Trade surveillance of
securities, derivative and
wholesale markets (e.g.
fixed income, currencies
and commodities (FICC)
markets)

Proactive supervision of
select market
intermediaries

Evolving retail trading
landscape

Financial market
infrastructure (FMI)
resolution, enhanced
supervisory powers and
competition in cash
equities clearing and
settlement

Key actions

* Enhance system and data analytics capability across
FICC markets.

* |dentify insider trading, market manipulation,
disorderly trading, misinformed markets and poor
behaviour in short-term money markets, domestic
swap and futures markets, and cross-currency swap
and futures markets.

* Develop and use market-wide scanning and analytics
tools to identify patterns of serious market
misconduct.

» Take appropriate regulatory action against
misconduct.

* Proactive supervision of the most complex market
intermediaries on key themes such as technology
and systems, operational resilience, internal audit,
culture and conduct and corporate governance.

» Targeted onsite reviews for each entity to address the
key themes or areas of concern.

Assess emerging retail products and distribution
strategies, focusing on:

* trading apps that ‘gamify’ trading;
e risks inherent in fractional shares;

 pooling of client cash and security holdings using
omnibus Holder Identification Numbers;

* copy trading and investor outcomes; and

* supervision of corporate authorised representatives
by market licensees.

* Assist the RBA and CFR to develop and implement
the Australian clearing and settlement resolution
regime for CS facilities, implement enhanced
supervisory powers for ASIC and implement the
transfer certain Ministerial powers over FMIs to ASIC.

* If competition in cash equities clearing and settlement
emerges, implement minimum conditions so
competition occurs in a safe and effective manner. If
not, continue monitoring the monopoly service
provider's compliance with the CFR’s policy
statement Requlatory expectations for conduct in
operating cash equities clearing and settlement.

Relevant subsector

Large securities
exchange
participants, large
futures exchange
participants,
securities dealers,
OTC traders,
corporate advisers,
market licensees

Large securities
exchange
participants, large
futures exchange
participants,
securities dealers,
OTC traders,
corporate advisers, all
market infrastructure
providers

Large securities
exchange
participants,
securities dealers,
corporate advisers

Tier 1 CS facility
operators, market
licensees, benchmark
administrator
licensees, Australian
derivative trade
repository operators
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Focus area

Implementation of
Clearing House
Electronic Subregister
System (CHESS)
replacement

Operational resilience
among market
intermediaries and
operators

OTC trade reporting rule
changes

LIBOR transition

Credit rating agencies

Stakeholder engagement

Key actions

Supervise ASX’s program to replace its critical cash
equities clearing and settlement system (CHESS), and
industry preparation. This supervision includes:

monitoring ASX’s governance, stakeholder
engagement and risk management, and industry’s
readiness for the new system;

monitoring ASX’s compliance with regulatory
expectations;

assessing ASX’s operating rule changes for the new
system; and

engaging with market participants.

Supervise implementation of market integrity rules for
market participants and operators’ systems and
controls.

Develop a supervision framework and conduct on-site
reviews of a sample of participants and operators,
including ASX incidents.

Lead IOSCO mandate on operational resilience by
developing, consulting on and implementing
principles.

Align Australian reporting of OTC derivatives trade
information with international requirements.

Issue harmonised Australian trade reporting rules.

Continue to facilitate and monitor the transition from
using LIBOR to robust alternative reference rates.

Provide guidance and recommendations to support
the transition effort in Australia.

Monitor credit rating agencies’ compliance with their
AFS licence conditions, including their
implementation of the recommendations in

Report 566 Surveillance of credit rating agencies
(REP 566.

Work to align Australia’s standards for credit rating
agencies with international standards, including to
obtain equivalence with standards in the European
Union.

Influence our regulated population to improve
compliance and market integrity and minimise
consumer harm, while improving our understanding of
issues and industry developments.

Relevant subsector

Large securities
exchange
participants, Tier 1
CS facility

Large securities
exchange
participants, large
futures exchange
participants,
securities dealers,
OTC traders,
corporate advisers, all
market infrastructure
providers

OTC traders

OTC traders,
benchmark
administrator
licensees, corporate
advisers, all market
infrastructure
providers

Credit rating agencies

All market
infrastructure
providers and
intermediaries
subsectors
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Summary tables of estimated industry funding levies for the market infrastructure and intermediaries

sector

Table 37: Estimated industry funding levies for the market infrastructure sector

Subsector

Large

securities
exchange
operators

Large
futures
exchange
operators

Definition Estimated Number of
cost entities
recovery
amount

Entities that operate a market $5.768m 2

where 10m or more transactions
in securities are entered on the
market in the financial year.

Entities that operate a market $1.677m 1
where 10mn or more futures

transactions are entered into on

the market in the financial year.

However, an entity is not part of

this subsector if the market being

operated is an overseas market or

a large securities exchange.

Levy metric description Minimum Graduated
levy levy
threshold
Value of transactions No No threshold
The total value of all transactions minimum
levy
that:
¢ are entered into on, or reported
to, the large securities
exchange(s) operated by the
entity in the financial year;
* are within the operating rules of
the exchange(s); and
* are not invalid or cancelled.
Number of exchanges Not Not applicable
applicable

The number of days in the
financial year on which the entity
operated their exchange(s),
multiplied by the number of
exchanges the entity operates.

Indicative levy

$2.85 per $1m
of total
transactions

$1,677,228
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Subsector

Small futures
exchange
operators

Small

securities
exchange
operators

Small
securities
exchange
operators
with self-
listing
function only

Definition
cost
recovery
amount

Entities that operate a market $0.187m

where less than 10m transactions

in futures contracts are entered
into on the market in the financial
year. However, an entity is not
part of this subsector if the market
being operated is an overseas
market, a small securities (self-
listing) exchange or a small
securities exchange.

Entities that operate a market $0.581m

where less than 10m transactions

in securities are entered into on
the market in the financial year.

However, an entity is not part of

this subsector if the market being

operated is an overseas market or

a small securities (self-listing)

exchange.

Entities that operate a market $0.001m

during a financial year where only

ordinary shares of the entity can

be traded. However, an entity is

not part of this subsector if the

market is an overseas market or

10m or more transactions are

entered into on the market in the

financial year.

Estimated

Levy metric description

Number of exchanges

The number of days in the
financial year on which the entity
operated their exchange(s),
multiplied by the number of
exchanges the entity operates.

Number of exchanges

The number of days in the
financial year on which the entity
operated their exchange(s),
multiplied by the number of
exchanges the entity operates.

Number of exchanges

The number of days in the
financial year on which the entity
operated their exchange(s),
multiplied by the number of
exchanges the entity operates.

Minimum
levy

Not
applicable

Not
applicable

Not
applicable

Graduated
levy
threshold

Not applicable

Not applicable

Not applicable

Indicative levy

$186,632

$290,566

$1,129
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Subsector Definition Estimated
cost
recovery
amount

New Entities that operate a new market  $0.005m

specialised that has not been previously

market operated in Australia or overseas,

operators and the entity has never

previously held a market licence.
An entity is part of this subsector
for two years after it is licensed to
operate a specialised market
under s795B(1) of the
Corporations Act.

Established Entities that operate a specialised  $0.832m

specialised market and either:

market « operate a market in Australia

operators that has been previously

operated by it or another entity
in Australia or overseas;

* operates a new type of market
that has never been previously
operated in Australia or
overseas, but the entity holds or
previously held an Australian
market licence; or

* has already operated a new
market that has never been
previously operated in Australia
or overseas for more than two
years.

Number of
entities

1 entity
operating
1 market

14 entities
operating
20 markets

Levy metric description Minimum Graduated

levy levy
threshold

Number of markets Not Not applicable

The number of days in the applicable

financial year on which the entity

operated their market(s),

multiplied by the number of

markets the entity operates.

Number of markets Not Not applicable
applicable

The number of days in the
financial year on which the entity
operated their market(s),
multiplied by the number of
markets the entity operates.

Indicative levy

$4,515

$41,575
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Subsector

Overseas
market
operators

Tier 1 CS
facility
operators

Tier2 CS
facility
operators

Tier 3 CS
facility
operators

Definition

Entities that operate an overseas
market that are licensed under
s795B(2) of the Corporations Act.

Entities that hold a CS facility
licence for a facility that is
systemically important in Australia
and has a strong connection to
the Australian financial system.

Entities that hold a CS facility
licence for a facility that is
systemically important in Australia
but does not have a strong
domestic connection to the
Australian financial system.

Entities that hold a CS facility
licence for a facility that is not
systemically important in Australia
and does not have a strong
domestic connection to the
Australian financial system.

Estimated
cost
recovery
amount

$0.527m

$1.885m

$0.208m

$0.032m

Number of

entities

29 entities
operating
30 markets

Levy metric description

Number of markets

The number of days in the
financial year on which the entity
operated their market(s),
multiplied by the number of
markets the entity operates.

Number of facilities

The number of days in the
financial year on which the entity
operated their facility(ies),
multiplied by the number of
facilities the entity operates.

Number of facilities

The number of days in the
financial year on which the entity
operated their facility(ies),
multiplied by the number of
facilities the entity operates.

Number of facilities

The number of days in the
financial year on which the entity
operated their facility(ies),
multiplied by the number of
facilities the entity operates.

Minimum
levy

Not
applicable

Not
applicable

Not
applicable

Not
applicable

Graduated
levy
threshold

Not applicable

Not applicable

Not applicable

Not applicable

Indicative levy

$17,573

$471,343

$207,504

$31,560
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Subsector

Tier4 CS
facility
operators

Exempt CS
facility
operators

Australian
derivative
trade

repository
operators

Definition

Entities that hold a CS facility
licence for the sole purpose of
clearing and settling trades in the
entity’s own shares.

Entities that operate a market
during a financial year that is
exempt from the operation of
Pt 7.3 of the Corporations Act.

Entities that operate a licensed
derivative trade repository.

Estimated
cost
recovery
amount

$0.001m

$0.001m

$0.153m

Number of
entities

1.2*

Levy metric description

Number of facilities

The number of days in the
financial year on which the entity
operated their facility(ies),
multiplied by the number of
facilities the entity operates.

Number of facilities

The number of days in the
financial year on which the entity
operated their facility(ies),
multiplied by the number of
facilities the entity operates.

Number of trade repositories

The number of days in the
financial year on which the entity
operated their trade
repository(ies), multiplied by the
number of repositories the entity
operates.

Minimum
levy

Not
applicable

Not
applicable

Not
applicable

Graduated
levy
threshold

Not applicable

Not applicable

Not applicable

Indicative levy

$1,128

$1,176

$152,571
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Subsector

Exempt
market
operators

Credit rating
agencies

Benchmark
administrator
licensees

Note:

Definition

Entities that operate a market that
is exempt from the operation of
Pt 7.2 of the Corporations Act,
unless the market was exempt
because of an exemption granted
to a class of financial market
under s791C of the Corporations
Act.

Entities that hold an AFS licence
that authorises them to provide
general advice by issuing a credit
rating.

Entities that hold a benchmark
administrator licence.

paragraph 72).

Estimated Number of

cost entities

recovery

amount

$0.083m 3

$0.068m 6
(including
3 with a
super-
visory
college)

$0.482m 2

Levy metric description

Number of markets

The number of days in the
financial year on which the entity
operated their market(s),
multiplied by the number of
markets the entity operates.

Number of days agency
authorised with a supervisory
college

The number of days in the
financial year on which the entity
holds the prescribed AFS licence
authorisation and for which there
is a supervisory college.

Number of days authorised

The number of days in the
financial year each entity
administers each benchmark it is
licensed to administer.

Minimum Graduated

levy levy
threshold

Not Not applicable

applicable

$2,000 No threshold

Not Not applicable

applicable

Indicative levy

$27,677

Minimum levy of
$2,000 plus
$18,545 for
credit rating
agencies with a
supervisory
college

$240,841

* To calculate the indicative levy for the exempt CS facility operators subsector, we have used the FYE number of entities in the subsector, to reflect the pro rata of the levy (see

© Australian Securities and Investments Commission October 2022

Page 88



Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

Table 38: Estimated industry funding levies for the market intermediaries sector

Subsector Definition Estimated
cost
recovery
amount

Large Entities that are participants in ~ $19.201m

securities a large securities exchange

exchange during the financial year.

participants

Number of

entities

66

Levy metric description Minimum
levy
Relative volume of transactions and  $9,000

messages on large securities
exchanges

The number of messages that are:

* sent by the participant in the financial
year to a large securities exchange;

* reported by the large securities
exchange operator to our market
surveillance system; and

* recognised by our market
surveillance system as orders or
executed transactions.

The number of transactions that are:

» executed on, or reported to, a large
securities exchange by the participant
in a financial year;

* reported by the large securities
exchange operator to our market
surveillance system; and

* recognised by our market
surveillance system as executed
transactions.

When there are multiple reports
containing the same information about
the same message or transaction, each
message or transaction will only be
counted once.

Graduated
levy
threshold

No threshold

Indicative levy

Minimum levy of
$9,000 plus
$0.0167 per
transaction and
$0.00038 per
message
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Subsector Definition Estimated
cost
recovery
amount

Large Entities that are participants in ~ $4.217m

futures a large futures exchange.

exchange

participants

Number of
entities

37

Levy metric description Minimum Graduated
levy levy
threshold
Relative volume of lots and $9,000 No threshold

messages on large futures
exchanges

The number of lots that are:

executed on, or reported to, a large
futures exchange by the entity in the
financial year;

reported by the operator of a large
futures exchange to our market
surveillance system; and

recognised by our market surveillance
system as executed lots.

The number of messages that are:

sent by the entity to a large futures
exchange in a financial year;

reported by the operator of a large
futures exchange to our market
surveillance system; and

recognised by our market
surveillance system as orders or
executed transactions.

Where there are multiple reports about
the same message or lot that contain
the same information, each message or
lot will only be counted once.

Indicative levy

Minimum levy of
$9,000 plus
$0.011 per lot
and $0.0017 per
message
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Subsector Definition Estimated
cost
recovery
amount

Securities Entities that are: $1.765m

dealers * AFS licensees authorised to

deal in securities at any time
during the financial year;

* not a participant in a large
futures exchange or a large
securities exchange; and

* have executed or reported to
a large securities exchange
more than $250,000 in
transactions in the financial
year.

Number of
entities

1,109

Levy metric description Minimum Graduated
levy levy
threshold
Annual transaction turnover value $1,000 No threshold

The total value of transactions in
securities (as measured by the buy
price plus sale price of securities) that
are:

» executed on, or reported to, a large
securities exchange in the financial
year;

* reported by the large securities
exchange operator to our market
surveillance system; and
Note: This means there is no additional
reporting burden on securities dealers, as
we calculate it using data from our market
surveillance system.

* recognised by our market
surveillance system as executed
transactions.

Indicative levy

Minimum levy of
$1,000 plus
$3.77 per $1m
of annual
transaction
turnover
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Subsector Definition Estimated
cost
recovery
amount

Corporate Entities that are AFS licensees $1.778m
advisers (or are exempt from holding an

AFS licence under s911A(2)(1)

or 926A(2) of the Corporations

Act) and either the entity or the

entity’s authorised

representative provides or

holds out that it provides one

or more of the following

financial services:

* financial product advice in
Australia to a wholesale
client in the course of
advising on:

— takeover bids or merger
proposals;

— the structure, pricing
acquisition or disposal of
assets or enterprises; or

— raising or reducing capital
through the issue or
acquisition of equities or
debt; or

dealing in a financial product

in Australia by underwriting

the issue, acquisition or sale
of the product.

Number of
entities

344

Levy metric description

Revenue from corporate advisory
activity

The total gross revenue made in the
financial year by the corporate adviser,
and the authorised representative of the
adviser, from:

* providing financial product advice in
Australia to a wholesale client in the
course of advising on:

— takeover bids and/or mergers;

— structure pricing and acquisition or
disposal of assets or enterprises;
and

— raising or reducing capital through
the issue or acquisition of equities
or debt; and

dealing in a financial product in
Australia by underwriting the issue,
acquisition or sale of the product.

Indicative levy

Minimum levy of
$1,000 plus
$4.43 per
$10,000 of total
revenue above
the $100,000
threshold
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Subsector Definition Estimated
cost
recovery
amount

OTC traders  Entities that: $16.821m

* hold an AFS licence or are
exempt from holding a
licence under s911A(2)(l) or
926A(2) of the Corporations
Act;

 deal in, or hold out that they
deals in, OTC products by
acquiring, disposing or
issuing OTC products to or
from professional investors;
and

» form part of, or is a related
body corporate of, an entity
in the corporate advisers
subsector.

An entity will not be part of the
subsector, however, if it is part
of the responsible entities,
superannuation trustees and
wholesale trustees subsectors
and only deals in, or holds out
that it deals in, OTC products
as part of its activities relevant
to those subsectors.

Number of
entities

77 (2,264
FTE staff)

Levy metric description Minimum Graduated
levy levy
threshold
FTE staff engaged in OTC trading $1,000 No threshold

activity

The number of persons who ordinarily
act on behalf of the OTC trader or their
authorised representative and have, at
any time in the financial year, carried
out one or more of the following
activities in relation to dealing in an
OTC financial product with a
professional investor:

» determining the terms on which the
OTC trader is willing to deal;

* making or accepting an offer or an
invitation to deal; and

* managing the financial risk arising
from dealing in a financial product.

Indicative levy

Minimum levy of
$1,000 plus
$7,396 per FTE
staff engaged in
OTC trading
activity
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Subsector

Retail OTC
derivative
issuers

Wholesale
electricity
dealers

Definition

Entities that are AFS licensees
with an authorisation to, with
respect to retail clients, deal in
a financial product by issuing
derivatives and make a market
in derivatives. An entity will
not, however, fall within the
subsector if it is regulated by
APRA.

Entities that incur liabilities as
part of their ordinary business
operations in dealing in, or
making a market in, OTC
derivatives that relate to the
wholesale price of electricity.
An entity will not be part of the
subsector if it is regulated by
APRA or is a participant in a
financial market.

Estimated

cost

recovery

amount

$10.658m

$0.080m

Number of Levy metric description Minimum Graduated Indicative levy
entities levy levy
threshold

98 Number of days authorised Not Not applicable ~ $108,755

The number of days in the financial applicable

year on which the entity holds the

prescribed AFS licence authorisation.
40 Flat levy Not Not applicable ~ $1,992

applicable
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Detailed breakdown of estimated costs of regulating each
subsector in the market infrastructure and intermediaries sector

Market infrastructure providers
Australian market licensees

Large securities exchange operators

134 ASIC’s cost of regulating the subsector in 2020-21 was $4.6 million. The
estimated cost of regulating the subsector for 2021-22 is $5.8 million: see
Table 39.

Table 39: Estimated levies to recover costs to regulate large securities exchange operators

Expense Cost recovery levy Statutory levy
Supervision and surveillance $1.303m $0.038m
Enforcement $0.504m $0.012m

Other regulatory activities

Industry engagement $0.340m $0.006m
Education $0.002m $0.068m
Guidance $0.141m $0.001m
Policy advice $0.295m $0.003m

Indirect costs

Governance, central strategy and legal $0.716m $0.006m
IT support $0.684m $0.009m
Operations support $0.412m $0.021m
Property and corporate services $0.722m $0.004m
Total operating expenditure $5.118m $0.167m
Allowance for capital expenditure $0.484m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $5.601m $0.167m

Large futures exchange operators

135 ASIC’s cost of regulating the subsector in 2020-21 was $1.4 million. The
estimated cost of regulating the subsector for 2021-22 is $1.7 million: see
Table 40.
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Table 40: Estimated levies to recover costs to regulate large futures exchange operators

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.415m $0.013m
Enforcement $0.028m $0.001m
Other regulatory activities

Industry engagement $0.105m $0.002m

Education $0.000m $0.021m

Guidance $0.044m $0.000m

Policy advice $0.127m $0.001m
Indirect costs

Governance, central strategy and legal $0.221m $0.003m

IT support $0.207m $0.003m

Operations support $0.119m $0.007m

Property and corporate services $0.211m $0.002m
Total operating expenditure $1.477m $0.053m
Allowance for capital expenditure $0.147m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $1.624m $0.053m

Small futures exchange operators
136 ASIC’s cost of regulating the subsector in 2020-21 was $639,776. The

estimated cost of regulating the subsector for 2021-22 is $186,632: see

Table 41.

Table 41: Estimated levies to recover costs to regulate small futures exchange operators

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Cost recovery levy Statutory levy

$0.044m

$0.003m

$0.011m
$0.000m
$0.004m
$0.016m

$0.001m

$0.000m

$0.000m
$0.002m
$0.000m
$0.000m
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Expense

Indirect costs

Cost recovery levy Statutory levy

Governance, central strategy and legal $0.025m $0.000m
IT support $0.023m $0.000m
Operations support $0.013m $0.001m
Property and corporate services $0.024m $0.000m
Total operating expenditure $0.164m $0.006m
Allowance for capital expenditure $0.017m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.181m $0.006m
Small securities exchange operators
137 ASIC’s cost of regulating the subsector in 2020-21 was $570,028. The

estimated cost of regulating the subsector for 2021-22 is $581,132: see

Table 42.

Table 42: Estimated levies to recover costs to regulate small securities exchange operators

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure

Allowance for capital expenditure

Cost recovery levy Statutory levy

$0.141m $0.005m
$0.014m $0.001m
$0.034m $0.001m
$0.000m $0.007m
$0.014m $0.000m
$0.046m $0.001m
$0.075m $0.001m
$0.072m $0.001m
$0.041m $0.003m
$0.073m $0.001m
$0.509m $0.021m
$0.052m $0.000m

© Australian Securities and Investments Commission October 2022

Page 97



Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

Expense Cost recovery levy Statutory levy
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.560m $0.021m
Small securities exchange operators with self-listing function only
138 ASIC’s cost of regulating the subsector in 2020-21 was $934. The estimated

cost of regulating the subsector for 2021-22 is $1,129: see Table 43.

Table 43: Estimated levies to recover costs to regulate small securities exchange operators

with self-listing function only

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.000m $0.000m
Enforcement $0.000m $0.000m
Other regulatory activities

Industry engagement $0.000m $0.000m

Education $0.000m $0.000m

Guidance $0.000m $0.000m

Policy advice $0.000m $0.000m
Indirect costs

Governance, central strategy and legal $0.000m $0.000m

IT support $0.000m $0.000m

Operations support $0.000m $0.000m

Property and corporate services $0.000m $0.000m
Total operating expenditure $0.001m $0.000m
Allowance for capital expenditure $0.000m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.001m $0.000m

New specialised market operators
139 ASIC’s cost of regulating the subsector in 2020-21 was $3,736. The

estimated cost of regulating the subsector for 2021-22 is $4,516: see

Table 44.
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Table 44: Estimated levies to recover costs to regulate new specialised market operators

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.001m $0.000m
Enforcement $0.000m $0.000m
Other regulatory activities

Industry engagement $0.000m $0.000m

Education $0.000m $0.000m

Guidance $0.000m $0.000m

Policy advice $0.000m $0.000m
Indirect costs

Governance, central strategy and legal $0.001m $0.000m

IT support $0.001m $0.000m

Operations support $0.000m $0.000m

Property and corporate services $0.001m $0.000m
Total operating expenditure $0.004m $0.000m
Allowance for capital expenditure $0.000m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.004m $0.000m

Established specialised market operators
140 ASIC’s cost of regulating the subsector in 2020-21 was $685,469. The

estimated cost of regulating the subsector for 2021-22 is $831,504 see

Table 45.

Table 45: Estimated levies to recover costs to regulate established specialised market

operators
Expense
Supervision and surveillance

Enforcement

Cost recovery levy Statutory levy

$0.188m

$0.012m

$0.007m

$0.000m
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Expense

Other regulatory activities

Cost recovery levy

Statutory levy

Industry engagement $0.046m $0.001m

Education $0.000m $0.010m

Guidance $0.018m $0.000m

Policy advice $0.076m $0.001m
Indirect costs

Governance, central strategy and legal $0.115m $0.002m

IT support $0.105m $0.002m

Operations support $0.061m $0.003m

Property and corporate services $0.106m $0.001m
Total operating expenditure $0.728m $0.028m
Allowance for capital expenditure $0.076m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.804m $0.028m

Overseas market operators
141 ASIC’s cost of regulating the subsector in 2020-21 was $440,880. The

estimated cost of regulating the subsector for 2021-22 is $527,195: see

Table 46.

Table 46: Estimated levies to recover costs to regulate overseas market operators

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Cost recovery levy
$0.121m

$0.008m

$0.030m
$0.000m
$0.012m
$0.047m

Statutory levy
$0.004m

$0.000m

$0.001m
$0.007m
$0.000m
$0.001m
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Expense Cost recovery levy Statutory levy

Indirect costs

Governance, central strategy and legal $0.072m $0.001m
IT support $0.067m $0.001m
Operations support $0.038m $0.002m
Property and corporate services $0.067m $0.001m
Total operating expenditure $0.462m $0.017m
Allowance for capital expenditure $0.048m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.510m $0.017m

CS facility operators

Tier 1 CS facility operators

142 ASIC’s cost of regulating the subsector in 2020-21 was $1.6 million. The
estimated cost of regulating the subsector for 2021-22 is $1.9 million: see
Table 47.

Table 47: Estimated levies to recover costs to regulate Tier 1 CS facility operators

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.442m $0.015m
Enforcement $0.027m $0.001m

Other regulatory activities

Industry engagement $0.109m $0.002m
Education $0.000m $0.023m
Guidance $0.040m $0.000m
Policy advice $0.171m $0.002m

Indirect costs

Governance, central strategy and legal $0.256m $0.003m
IT support $0.236m $0.004m
Operations support $0.136m $0.008m
Property and corporate services $0.238m $0.003m
Total operating expenditure $1.655m $0.061m
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Expense Cost recovery levy Statutory levy
Allowance for capital expenditure $0.169m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $1.824m $0.061m
Tier 2 CS facility operators
143 ASIC’s cost of regulating the subsector in 2020-21 was $171,301. The

estimated cost of regulating the subsector for 2021-22 is $207,504: see

Table 48.

Table 48: Estimated levies to recover costs to regulate Tier 2 CS facility operators

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure
Less costs funded by own-source revenue
Adjustment for prior year (under or over recovery)

Total levy to recover costs

Cost recovery levy
$0.047m

$0.003m

$0.012m
$0.000m
$0.004m
$0.019m

$0.029m
$0.026m
$0.015m
$0.027m

$0.182m
$0.019m
$0.000m
$0.000m

$0.201m

Statutory levy
$0.002m

$0.000m

$0.000m
$0.003m
$0.000m
$0.000m

$0.000m
$0.000m
$0.001m
$0.000m

$0.007m
$0.000m
$0.000m
$0.000m

$0.007m
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Tier 3 CS facility operators

144 ASIC’s cost of regulating the subsector in 2020-21 was $26,015. The
estimated cost of regulating the subsector for 2021-22 is $31,561: see

Table 49.

Table 49: Estimated levies to recover costs to regulate Tier 3 CS facility operators

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.007m $0.000m
Enforcement $0.000m $0.000m
Other regulatory activities

Industry engagement $0.002m $0.000m

Education $0.000m $0.000m

Guidance $0.001m $0.000m

Policy advice $0.003m $0.000m
Indirect costs

Governance, central strategy and legal $0.004m $0.000m

IT support $0.004m $0.000m

Operations support $0.002m $0.000m

Property and corporate services $0.004m $0.000m
Total operating expenditure $0.028m $0.001m
Allowance for capital expenditure $0.003m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.031m $0.001m

Tier 4 CS facility operators
145 ASIC’s cost of regulating the subsector in 2020-21 was $934. The estimated

cost of regulating the subsector for 2021-22 is $1,129: see Table 50.

Table 50: Estimated levies to recover costs to regulate Tier 4 CS facility operators

Expense
Supervision and surveillance

Enforcement

Cost recovery levy Statutory levy

$0.000m

$0.000m

$0.000m

$0.000m
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Expense

Other regulatory activities

Cost recovery levy

Statutory levy

Industry engagement $0.000m $0.000m

Education $0.000m $0.000m

Guidance $0.000m $0.000m

Policy advice $0.000m $0.000m
Indirect costs

Governance, central strategy and legal $0.000m $0.000m

IT support $0.000m $0.000m

Operations support $0.000m $0.000m

Property and corporate services $0.000m $0.000m
Total operating expenditure $0.001m $0.000m
Allowance for capital expenditure $0.000m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.001m $0.000m

Exempt CS facility operators
146 ASIC’s cost of regulating the subsector in 2020-21 was $3,587. The

estimated cost of regulating the subsector for 2021-22 is $1,411: see

Table 51, as set out below.

Table 51: Estimated levies to recover costs to regulate exempt CS facility operators

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Cost recovery levy
$0.000m

$0.000m

$0.000m
$0.000m
$0.000m
$0.000m

Statutory levy
$0.000m

$0.000m

$0.000m
$0.000m
$0.000m
$0.000m
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Expense Cost recovery levy Statutory levy

Indirect costs

Governance, central strategy and legal $0.000m $0.000m
IT support $0.000m $0.000m
Operations support $0.000m $0.000m
Property and corporate services $0.000m $0.000m
Total operating expenditure $0.001m $0.000m
Allowance for capital expenditure $0.000m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.001m $0.000m

Australian derivative trade repository operators

147 ASIC’s cost of regulating the subsector in 2020-21 was $127,212. The
estimated cost of regulating the subsector for 2021-22 is $152,571: see
Table 52.

Table 52: Estimated levies to recover costs to regulate Australian derivative trade repository

operators
Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.035m $0.001m
Enforcement $0.002m $0.000m

Other regulatory activities

Industry engagement $0.009m $0.000m
Education $0.000m $0.002m
Guidance $0.003m $0.000m
Policy advice $0.013m $0.000m

Indirect costs

Governance, central strategy and legal $0.021m $0.000m
IT support $0.019m $0.000m
Operations support $0.011m $0.001m
Property and corporate services $0.019m $0.000m
Total operating expenditure $0.134m $0.005m
Allowance for capital expenditure $0.014m $0.000m
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Expense Cost recovery levy Statutory levy
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.148m $0.005m
Exempt market operators
148 ASIC’s cost of regulating the subsector in 2020-21 was $68,440. The

estimated cost of regulating the subsector for 2021-22 is $83,033: see

Table 53.

Table 53: Estimated levies to recover costs to regulate exempt market operators

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.019m $0.001m
Enforcement $0.001m $0.000m
Other regulatory activities

Industry engagement $0.005m $0.000m

Education $0.000m $0.001m

Guidance $0.002m $0.000m

Policy advice $0.008m $0.000m
Indirect costs

Governance, central strategy and legal $0.011m $0.000m

IT support $0.011m $0.000m

Operations support $0.006m $0.000m

Property and corporate services $0.011m $0.000m
Total operating expenditure $0.073m $0.003m
Allowance for capital expenditure $0.008m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.080m $0.003m

Credit rating agencies
149 ASIC’s cost of regulating the subsector in 2020-21 was $55,767. The

estimated cost of regulating the subsector for 2021-22 is $67,637: see

Table 54.
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Table 54: Estimated levies to recover costs to regulate credit rating agencies

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.000m $0.016m
Enforcement $0.000m $0.001m
Other regulatory activities

Industry engagement $0.000m $0.004m

Education $0.000m $0.001m

Guidance $0.000m $0.001m

Policy advice $0.000m $0.006m
Indirect costs

Governance, central strategy and legal $0.000m $0.009m

IT support $0.000m $0.009m

Operations support $0.000m $0.005m

Property and corporate services $0.000m $0.009m
Total operating expenditure $0.000m $0.061m
Allowance for capital expenditure $0.000m $0.006m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.000m $0.068m

Benchmark administrator licensees
150 ASIC’s cost of regulating the subsector in 2020-21 was $424,035. The

estimated cost of regulating the subsector for 2021-22 is $481,683: see

Table 55.

Table 55: Estimated levies to recover costs to regulate benchmark administrator licensees

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Cost recovery levy
$0.135m

$0.008m

$0.036m
$0.000m
$0.016m
$0.025m

Statutory levy
$0.004m

$0.000m

$0.001m
$0.006m
$0.000m
$0.000m
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Expense

Indirect costs

Cost recovery levy Statutory levy

Governance, central strategy and legal $0.060m $0.001m
IT support $0.057m $0.001m
Operations support $0.033m $0.002m
Property and corporate services $0.059m $0.000m
Total operating expenditure $0.429m $0.014m
Allowance for capital expenditure $0.039m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.468m $0.014m
Market intermediaries
Market participants
Large securities exchange participants
151 ASIC’s cost of regulating the subsector in 2020-21 was $19.9 million. The

estimated cost of regulating the subsector for 2021-22 is $19.2 million: see

Table 56.

Table 56: Estimated levies to recover costs to regulate large securities exchange participants

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services

Cost recovery levy Statutory levy

$3.697m $0.087m
$3.276m $0.552m
$0.950m $0.012m
$0.005m $0.214m
$0.456m $0.000m
$0.141m $0.000m
$2.093m $0.005m
$2.067m $0.014m
$1.322m $0.060m
$2.301m $0.001m
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Expense Cost recovery levy Statutory levy
Total operating expenditure $16.307m $0.946m
Allowance for capital expenditure $1.978m $0.000m
Less costs funded by own-source revenue ($0.030m) $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $18.255m $0.946m
Large futures exchange participants
152 ASIC’s cost of regulating the subsector in 2020-21 was $3.6 million. The

estimated cost of regulating the subsector for 2021-22 is $4.2 million: see

Table 57.

Table 57: Estimated levies to recover costs to regulate large futures exchange participants

Expense Cost recovery levy
Supervision and surveillance $0.774m
Enforcement $0.047m

Other regulatory activities

Industry engagement $0.216m
Education $0.001m
Guidance $0.105m
Policy advice $0.023m

Indirect costs

Governance, central strategy and legal $0.256m
IT support $0.259m
Operations support $0.149m
Property and corporate services $0.275m
Total operating expenditure $2.106m
Allowance for capital expenditure $0.193m
Less costs funded by own-source revenue $0.000m
Adjustment for prior year (under or over recovery) $0.000m
Total levy to recover costs $2.299m

Statutory levy
$0.018m

$1.861m

$0.003m
$0.027m
$0.000m
$0.000m

$0.001m
$0.002m
$0.007m
$0.000m

$1.918m
$0.000m
$0.000m
$0.000m

$1.918m
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Securities dealers

153 ASIC’s cost of regulating the subsector in 2020-21 was $1.9 million. The
estimated cost of regulating the subsector for 2021-22 is $1.8 million: see

Table 58.

Table 58: Estimated levies to recover costs to regulate securities dealers

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.341m $0.008m
Enforcement $0.021m $0.733m
Other regulatory activities

Industry engagement $0.095m $0.001m

Education $0.000m $0.011m

Guidance $0.046m $0.000m

Policy advice $0.011m $0.000m
Indirect costs

Governance, central strategy and legal $0.112m $0.000m

IT support $0.114m $0.001m

Operations support $0.066m $0.003m

Property and corporate services $0.121m $0.000m
Total operating expenditure $0.927m $0.758m
Allowance for capital expenditure $0.074m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.006m $0.000m
Total levy to recover costs $1.007m $0.758m

Corporate advisers and OTC traders
Corporate advisers
154 ASIC’s cost of regulating the subsector in 2020-21 was $1.7 million. The

estimated cost of regulating the subsector for 2021-22 is $1.8 million: see

Table 59.
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Table 59: Estimated levies to recover costs to regulate corporate advisers

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.367m $0.012m
Enforcement $0.207m $0.291m
Other regulatory activities

Industry engagement $0.095m $0.002m

Education $0.000m $0.016m

Guidance $0.045m $0.000m

Policy advice $0.021m $0.000m
Indirect costs

Governance, central strategy and legal $0.154m $0.001m

IT support $0.169m $0.002m

Operations support $0.106m $0.005m

Property and corporate services $0.185m $0.001m
Total operating expenditure $1.349m $0.332m
Allowance for capital expenditure $0.121m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) ($0.024m) $0.000m
Total levy to recover costs $1.446m $0.332m

OTC traders
155 ASIC’s cost of regulating the subsector in 2020-21 was $8.7 million. The

estimated cost of regulating the subsector for 2021-22 is $16.8 million: see

Table 60.

Table 60: Estimated levies to recover costs to regulate OTC traders

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Cost recovery levy
$3.306m

$1.727m

$0.681m
$0.003m
$0.320m
$0.201m

Statutory levy
$0.081m

$2.290m

$0.009m
$0.147m
$0.000m
$0.001m
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Expense

Indirect costs

Cost recovery levy Statutory levy

Governance, central strategy and legal $1.559m $0.006m
IT support $1.537m $0.012m
Operations support $0.972m $0.044m
Property and corporate services $1.667m $0.002m
Total operating expenditure $11.972m $2.593m
Allowance for capital expenditure $2.254m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.001m $0.000m
Total levy to recover costs $14.227m $2.593m
Retail OTC derivatives issuers
156 ASIC’s cost of regulating the subsector in 2020-21 was $10.6 million. The

estimated cost of regulating the subsector for 2021-22 is $10.7 million: see

Table 61.

Table 61: Estimated levies to recover costs to regulate retail OTC derivative issuers

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure

Allowance for capital expenditure

Cost recovery levy Statutory levy

$1.408m $0.034m
$0.798m $4.647m
$0.389m $0.005m
$0.002m $0.071m
$0.187m $0.000m
$0.070m $0.000m
$0.691m $0.002m
$0.684m $0.005m
$0.423m $0.019m
$0.750m $0.000m
$5.402m $4.784m
$0.472m $0.000m
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Expense Cost recovery levy Statutory levy
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $5.874m $4.784m
Wholesale electricity dealers
157 ASIC’s cost of regulating the subsector in 2020-21 was $86,709. The

estimated cost of regulating the subsector for 2021-22 is $79,708: see

Table 62.

Table 62: Estimated levies to recover costs to regulate wholesale electricity dealers

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure
Less costs funded by own-source revenue
Adjustment for prior year (under or over recovery)

Total levy to recover costs

Cost recovery levy
$0.026m

$0.002m

$0.007m
$0.000m
$0.004m
$0.001m

$0.009m
$0.009m
$0.005m
$0.009m

$0.072m
$0.006m
$0.000m
$0.000m

$0.078m

Statutory levy
$0.001m

$0.000m

$0.000m
$0.001m
$0.000m
$0.000m

$0.000m
$0.000m
$0.000m
$0.000m

$0.002m
$0.000m
$0.000m
$0.000m

$0.002m

© Australian Securities and Investments Commission October 2022

Page 113



Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

I Financial advice sector

Key points

This section details the work we will do during 2021-22 to regulate the
financial advice sector: see paragraphs 158-164. The key focus areas of
our work in 2021-22 are outlined in Table 63.

This section also sets out the estimated levies to recover our costs. A
summary of the indicative levies for each subsector are set out in Table 64.
We have provided more detailed breakdowns of estimated costs for each
subsector:

¢ licensees that provide personal advice to retail clients on relevant
financial products (see Table 65);

¢ licensees that provide personal advice to retail clients on products that
are not relevant financial products (see Table 66);

¢ licensees that provide general advice only to retail or wholesale clients
(see Table 67); and

¢ licensees that provide personal advice to wholesale clients only (see
Table 68).

The indicative levies are a guide only. The final levies will be based on our
actual cost of regulating each subsector in 2021-22.

In 2021-22, licensees that provide personal advice to retail clients on
relevant financial products are subject to the financial adviser levy relief.
The relief caps the graduated component of this subsector’s levy at the
2018-19 level.

For clarity, we have separately listed the estimated costs to be recovered
through cost recovery levies and through statutory levies for each
subsector.

Overview of the financial advice sector

158 The financial advice sector consists of AFS licensees with an authorisation
to provide financial product advice to retail or wholesale clients—that is,
licensees that provide:

(a) personal advice to retail clients on relevant financial products;

(b) personal advice to retail clients on products that are not relevant
financial products;

(c) general advice only to retail or wholesale clients; and
(d) personal advice to wholesale clients only.

159 Our regulation of the financial advice sector is focused on promoting a fair,
strong and efficient financial system for all Australians. Our work includes
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monitoring the conduct of financial advisers and their compliance with
advice conduct obligations under the Corporations Act. We carry out this
work through supervision, surveillances and other actions, and identifying
and addressing causes of harms or breaches of the Corporations Act and
ASIC Act.

160 We use the full suite of our regulatory tools to promote integrity in this
sector in order to bring about sound consumer and investor outcomes. This
includes, where appropriate, taking enforcement action to address
misconduct. This action may span over several years.

161 We engage with stakeholders to ensure harms that threaten good investor
and consumer outcomes are identified and addressed. We also provide
guidance and education to financial advisers regarding their legal
obligations. We will continue to scrutinise unscrupulous behaviour that
results in the provision of poor advice to consumers affected by pandemic-
related losses or hardship. ASIC-wide working groups will work to target
scams, false and misleading advertising, and unlicensed advice.

162 A key consideration across all of our work is how we can support the long-
term economic recovery in Australia.

163 We will continue to support law reform and contribute to policy
development.

Focus areas for this sector

164 Table 63 sets out our areas of focus in the financial advice sector in 2021-22.

Note: In Table 63, ‘relevant subsectors’ are those in which we intend to or may conduct
the regulatory activity during the year, depending on prevailing circumstances.

Table 63: Focus areas in the financial advice sector (2021-22)

Focus area Key actions Relevant subsector

Unlicensed advice Continue to identify unlicensed advice and take action, All financial advice
including enforcement action, against misconduct where subsectors
appropriate. Note: The costs of our

regulatory work in
relation to unlicensed
advice may be
allocated to other
relevant subsectors,
where appropriate,
depending on the
scope of the
misconduct.
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Focus area

Single disciplinary
body (SDB)

Administer the
financial adviser
exam

Registration of
financial advisers

Other Royal
Commission into
Misconduct in the
Banking,
Superannuation and
Financial Services
Industry (Financial
Services Royal
Commission)
reforms

Unmet advice
needs

Key actions

Work with stakeholders to implement legislation for the SDB.
This will include:

* establishing the Financial Services and Credit Panel (FSCP)
as the SDB for financial advisers;

* triaging and investigating matters reported to ASIC and,
where applicable, referring matters to the FSCP; and

* actioning and reporting on FSCP sanctions and decisions.

Administer the delivery of the financial adviser exam from
1 January 2022, including:

* assessing advisers’ eligibility to sit the exam
* issuing exam eligibility numbers;
* preparing guidance; and

 responding to queries from advisers.

Implement a new registration system for financial advisers, to
improve the accountability and transparency of the financial
services sector. All financial advisers will be required to be
registered with ASIC by 1 January 2023.

Work with stakeholders to implement Financial Services Royal
Commission reforms that relate to financial product advice.
This work includes:

* publishing a legislative instrument and information sheet for
a new reference checking and information sharing protocol
for mortgage brokers and financial advisers—see ASIC
Corporations and Credit (Reference Checking and
Information Sharing Protocol) Instrument 2021/429 and
Information Sheet 257 ASIC reference checking and
information sharing protocol (INFO 257);

updating Reqgulatory Guide 78 Breach reporting by AFS
licensees and credit licensees (RG 78) on revised breach
reporting requirements;

publishing Information Sheet 259 Complying with the notify,
investigate and remediate obligations (INFO 259) about the
new requirements for financial advisers and mortgage
brokers; and

continuing to progress enforcement matters arising from the
Financial Services Royal Commission.

Engage with industry and take appropriate regulatory action,
including publishing guidance, to address impediments
identified by industry in response to Consultation Paper 332
Promoting access to affordable advice for consumers

(CP 332). We will take action to the extent permitted by ASIC’s
regulatory powers and resources.

Relevant subsector

Licensees that
provide personal
advice to retail clients
on relevant financial
products

Licensees that
provide personal
advice to retail clients
on relevant financial
products

Licensees that
provide personal
advice to retail clients
on relevant financial
products

Licensees that
provide personal
advice to retail clients
on relevant financial
products

Licensees that
provide personal
advice to retail clients
on relevant financial
products
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Focus area

Life insurance
framework (LIF)
reforms review

Respond to reports
of misconduct,
breach reports and
other intelligence,
including
surveillances

Stakeholder
engagement

Key actions

Review personal life insurance advice from before and after
the LIF reforms were phased in.

Write to advice licensees where we have significant
concerns about client detriment.

Collect aggregate-level data from life insurers every six
months to observe industry trends across the period.

Share the advice reviews results and the data collected from
life insurers with Treasury for further analysis in the context
of the Australian Government’s Quality of Advice review.

Effectively handle and prioritise information reported to ASIC
as the new breach reporting regime is introduced for
financial services and credit licensees from October 2021.

Use information from breach reports to support early
identification and resolution of issues.

Conduct surveillances and continue to monitor advice
compliance across financial advice providers. We will take
regulatory action where appropriate (e.g. bannings, licence
cancellations, enforcement action and other sanctions
related to new SDB role).

Influence our regulated population to improve compliance
and minimise consumer harm, while improving our
understanding of issues and industry developments.

Communicate and consult with ASIC’s stakeholders,
including professional bodies and associations, agencies,
and other regulators.

Relevant subsector

Licensees that
provide personal
advice to retail clients
on relevant financial
products

All financial advice
subsectors

All financial advice
subsectors
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Summary table of estimated industry funding levies for the financial advice sector

Table 64: Estimated industry funding levies for the financial advice sector

Subsector

Licensees
that provide
personal
advice to
retail clients
on relevant
financial
products

Definition

Entities that are AFS licensees
authorised to provide financial
product advice on relevant
financial products to retail clients.

Note: ‘Relevant financial products’
are financial products other than
basic banking products, general
insurance products, consumer credit
insurance, or a combination of any
of those products.

Estimated
cost
recovery
amount

$24.012m*

Number of Levy metric and description Minimum Graduated
entities levy levy
threshold

2,759 AFS  Adjusted number of advisers on the  $1,500 No
licensees financial advisers register threshold
with The levy metric is based on the number
17,402 . L

. . of relevant providers (within the
advisers

meaning of s910A) that are:

* registered on the financial advisers
register at the end of financial year;
and

* authorised to provide personal
advice to retail clients on behalf of
the entity.

A licensee will only pay the levy in
proportion to the number of days in the
financial year that they held the
relevant AFS licence authorisation.

Indicative levy

Minimum levy
of $1,500 plus
$1,142 per
adviser**
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Subsector

Licensees
that provide
personal
advice to
retail clients
on products
that are not
relevant
financial
products

Licensees
that provide
general
advice only

Licensees
that provide
personal
advice to
wholesale
clients only

Note:

Definition Estimated
cost
recovery
amount

Entities that are AFS licensees $0.066m

authorised to provide financial

product advice to retail clients only

on basic banking products,

general insurance products and

consumer credit insurance.

Entities that are AFS licensees $0.505m

authorised to provide financial

product advice that is general

advice only.

Entities that are AFS licensees $0.035m

authorised to provide financial
product advice to wholesale
clients only.

Number of Levy metric and description

entities

557

1,039

1,742

* Number of advisers on the financial advisers register as at 17 March 2022.

Number of days authorised

The number of days in the financial
year on which the entity holds the
prescribed AFS licence authorisation.

Note: The subsector regulatory costs will
be shared equally between entities that are
part of the subsector for the full financial
year, because regulatory effort for each
entity is not dependent on the size of the
entity.

Flat levy

Flat levy

Note: The subsector regulatory costs will
be shared equally between all entities in
the subsector because our regulatory
costs for each entity are not dependent
on each entity’s share of total business
activity within the subsector. There is no
proportional allocation of the levy for the

number of days the entity held the relevant

AFS licence authorisation, because the

low annual levy rate means that pro rating
the levy would be administratively burden-

some and disproportionately increase
costs to be passed on to the subsector.

Minimum
levy

Not
applicable

Not
applicable

Not
applicable

Graduated
levy
threshold

Indicative levy

Not $118
applicable

Not $486
applicable

Not $20
applicable

** On 30 August 2021, the Australian Government announced the financial adviser levy relief—see paragraph 5. Following the decision to cap levies, the estimated costs that will be
recovered from this subsector for 2021-22 is $24.0 million.
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Detailed breakdown of estimated costs of regulating each
subsector in the financial advice sector

Licensees that provide personal advice to retail clients on

relevant financial products

165 ASIC’s cost of regulating the subsector in 2020-21 was $25.8 million. The
estimated cost of regulating the subsector for 2021-22 is $24.0 million: see

Table 65.

Table 65: Estimated levies to recover costs to regulate licensees that provide personal advice

to retail clients on relevant financial products

Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure

Less costs funded by own-source revenue

Adjustment for prior year (under or over recovery)

Total

Cost recovery levy
$3.580m

$4.872m

$0.206m
$0.080m
$0.337m
$0.254m

$2.829m
$2.261m
$1.496m
$2.518m

$18.432m
$1.611m
($1.583m)
$0.059m

$18.520m

Statutory levy
$0.083m

$4.982m

$0.002m
$0.331m
$0.000m
$0.000m

$0.011m
$0.015m
$0.068m
$0.000m

$5.492m
$0.000m
$0.000m
$0.000m

$5.492m

Note: On 30 August 2021, the Australian Government announced the financial adviser levy relief for this subsector, and this has
been reflected in the indicative levy. Following the decision to cap levies, the estimated costs that will be recovered from this

subsector for 2021-22 is $24.0 million.
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Licensees that provide personal advice to retail clients on
products that are not relevant financial products

166 ASIC’s cost of regulating the subsector in 2020-21 was $189,817. The
estimated cost of regulating the subsector for 2021-22 is $65,575: see

Table 66.

Table 66: Estimated levies to recover costs to regulate licensees that provide personal advice
to retail clients on products that are not relevant financial products

Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.022m $0.001m
Enforcement $0.001m $0.000m
Other regulatory activities

Industry engagement $0.001m $0.000m

Education $0.000m $0.001m

Guidance $0.002m $0.000m

Policy advice $0.002m $0.000m
Indirect costs

Governance, central strategy and legal $0.009m $0.000m

IT support $0.006m $0.000m

Operations support $0.003m $0.000m

Property and corporate services $0.006m $0.000m
Total operating expenditure $0.053m $0.002m
Allowance for capital expenditure $0.004m $0.000m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.006m $0.000m
Total levy to recover costs $0.063m $0.002m

Licensees that provide general advice only
167 ASIC’s cost of regulating the subsector in 2020-21 was $602,613. The

estimated cost of regulating the subsector for 2021-22 is $505,467: see

Table 67.
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Table 67: Estimated levies to recover costs to regulate licensees that provide general advice

only
Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure

Less costs funded by own-source revenue

Adjustment for prior year (under or over recovery)

Total levy to recover costs

Cost recovery levy
$0.142m

$0.023m

$0.030m
$0.000m
$0.016m
$0.010m

$0.043m
$0.048m
$0.029m
$0.050m

$0.390m
$0.034m
$0.000m
$0.008m

$0.432m

Statutory levy
$0.005m

$0.059m

$0.001m
$0.005m
$0.000m
$0.000m

$0.000m
$0.001m
$0.001m
$0.001m

$0.074m
$0.000m
$0.000m
$0.000m

$0.074m

Licensees that provide personal advice to wholesale

clients only

168 ASIC’s cost of regulating the subsector in 2020-21 was $84,651. The
estimated cost of regulating the subsector for 2021-22 is $35,331: see

Table 68.

Table 68: Estimated levies to recover costs to regulate licensees that provide personal advice

to wholesale clients only
Expense
Supervision and surveillance

Enforcement

Cost recovery levy
$0.003m

$0.000m

Statutory levy
$0.000m

$0.019m
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Expense

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure

Less costs funded by own-source revenue

Adjustment for prior year (under or over recovery)

Total levy to recover costs

Cost recovery levy

$0.000m
$0.000m
$0.000m
$0.003m

$0.002m
$0.002m
$0.001m
$0.002m

$0.014m
$0.001m
$0.000m
$0.000m

$0.016m

Statutory levy

$0.000m
$0.000m
$0.000m
$0.000m

$0.000m
$0.000m
$0.000m
$0.000m

$0.020m
$0.000m
$0.000m
$0.000m

$0.020m
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J Insurance sector

Key points

This section details the work we will do during 2021-22 to regulate the
insurance sector: see paragraphs 169—175. The key focus areas of our
work in 2021-22 are outlined in Table 69.

This section also sets out the estimated levies to recover our costs. A
summary of indicative levies for each subsector is set out in Table 70. We
have provided more detailed breakdowns of estimated costs for each
subsector:

e insurance product providers (see Table 71);

e insurance product distributors (see Table 72);

¢ risk management product providers (see Table 73); and

e claims handling and settling services providers (see Table 74).

The indicative levies are a guide only. The final levies will be based on our
actual cost of regulating each subsector in 2021-22.

For clarity, we have separately listed the estimated costs to be recovered
through cost recovery levies and through statutory levies for each
subsector.

Overview of the insurance sector

169

170

171

172

The insurance sector consists of AFS licensees, including life and general
insurance product providers, insurance product distributors (such as
insurance brokers and AFS licensees who distribute products on behalf of an
insurer), risk management product providers, and claims handling and
settling services providers.

We will examine a range of insurance products and markets where we see
potential threats to fair outcomes for consumers. We also protect consumers
by ensuring that marketing and disclosure are clear and not misleading, and
that insurance claims and disputes are handled in a timely and fair manner.

We monitor the compliance of entities through supervision and
surveillances, using a risk-based approach to identify regulatory risks and
determine appropriate actions.

We use the full suite of our regulatory tools to promote integrity in this
sector in order to bring about sound consumer and investor outcomes. This
includes, where appropriate, taking enforcement action to address
misconduct. This action may span several years.
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173 We continue to consult with and develop information for industry on our

expectations of fair and transparent behaviour. We will review specific

market sectors and products, and we will take regulatory and enforcement

actions where necessary. These actions may include using ASIC’s product

intervention power if there is a significant risk of consumer detriment.

174 Where appropriate, we will engage in intensified supervision of certain

entities as part of our regulatory toolkit.

Focus areas for this sector

175 Table 69 sets out our areas of focus in the insurance sector in 2021-22.

Note: In Table 69, ‘relevant subsectors’ are those in which we intend to or may conduct

the regulatory activity during the year, depending on prevailing circumstances.

Table 69: Focus areas in the insurance sector (2021-22)
Focus area Key actions

Financial Accountability ~ As part of the ongoing preparation for the proposed
Regime regime:
 continue to collaborate with APRA to establish
administrative and business processes and procedures;
and

establish integrated data systems to support efficient
joint administration.

Claims handling * Monitor claims processes and outcomes in the general
and life insurance space, to ensure consumers are not
unfairly disadvantaged due to the effects of the COVID-
19 pandemic.

* Use our regulatory tools, including enforcement action,
to deter claims handling related misconduct and ensure
insurance claims are processed with utmost good faith.

* Engage with industry to implement the claims handling
law reform, including providing relief where appropriate.

General insurance * Review whether premiums and advertised discounts are
pricing misconduct correctly calculated and charged—see Media Release
(21-270MR) ASIC launches Federal Court action and
calls on general insurers to review pricing practices
(15 October 2021).

* Review the adequacy of controls used by insurers to
identify and adequately respond to pricing issues (such
as overcharging of premiums to consumers).

» Take regulatory action to deter pricing misconduct,
including enforcement action if warranted.

Relevant subsector

Insurance product
providers

Claims handling and
settling services
providers

Insurance product
providers
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Focus area

Small business
insurance cover

Mis-selling

Institutional supervision

Key actions

Continue to work with AFCA, APRA, general insurers and
other stakeholders to help:

* clarify business interruption policies for small
businesses; and

* maintain, facilitate and improve the performance of the
general insurance market.

Analyse the risk of inappropriate product design and
distribution in the current environment by monitoring:

* the design and sale of poor value insurance products;
* the use of potentially unfair contract terms;

* the distribution practices that may lead to poor
outcomes for consumers and may breach the law; and

* the mis-selling of unsuitable insurance products.

We will also take swift action to deter misconduct and
punish breaches of the law.

» Conduct continuous monitoring of the largest financial
institutions that have the greatest potential impact on
consumers and markets, to seek improvements in
consumer outcomes. This is done through:

— the collection and analysis of a range of governance
and risk management related information; and

— regular structured engagements with senior
executives.

Conduct targeted proactive reviews (involving data
analysis and interviews) of topical issues at the largest
financial institutions, including reportable situations and
their internal audit functions.

Relevant subsector

Insurance product
providers

Insurance product
providers, insurance
product distributors
and risk management
providers

Insurance product
providers
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Focus area

Implementation of
Financial Services
Royal Commission
recommendations

Natural disaster working
group

Key actions

Continue to support the recent reforms arising from the
Financial Services Royal Commission, including:

 a deferred sales model for add-on insurance—see
Regulatory Guide 275 The deferred sales model for
add-on insurance (RG 275);

* making insurance claims handling and settling services
a ‘financial service’ under the Corporations Act—see
Information Sheet 253 Claims handling and settling:
How to comply with your AFS licence obligations
(INFO 253);

* applying the hawking prohibition to insurance—see
Reqgulatory Guide 38 The hawking prohibition (RG 38).

We will also:

* collect data to support the Australian Government’s
response to Financial Services Royal Commission
recommendation 2.3 (Review of measures to improve
quality of advice); and

assist the development of a data request to support the
Australian Government’s response to Financial Services
Royal Commission recommendation 2.6 (General
insurance and consumer credit insurance commissions),
relating to how remuneration structures affect consumer
outcomes in the sale of general insurance.

We will analyse insurance terms to monitor compliance
with Financial Services Royal Commission
recommendation 4.7 (Extending unfair contract terms law
to insurance) and take regulatory action where
appropriate.

* Analyse data collected from insurers to measure
consumer harms, and developing a risk-based approach
for responding to consumer harms resulting from natural
disasters—see Media Release (21-326MR) AS/IC
encourages home insurers to be consumer-centric in
handling claims this summer (1 December 2021).

Consider regulatory intervention where necessary (e.g.
in relation to claims handling and design and distribution
obligations)—see ‘What recent reforms mean for
disaster insurance claims’, published 7 December 2021.

Use targeted communications and tools to help
consumers navigate the claims process in response to
future events.

Relevant subsector

All insurance
subsectors

Insurance product
providers, claims
handling and settling
services providers
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Focus area Key actions

Life insurance claims Test whether claims practices are causing consumer
harm, and use our findings to design an intervention to

improve insurers’ controls, monitoring and supervision.

» Take regulatory action, including enforcement action
where warranted, to address misconduct.

Continue to work with APRA to collect six-monthly life
insurance claims data, update ASIC’s Moneysmart life
insurance claims comparison tool and analyse the data
to inform our regulatory activities in the life insurance
sector.

Warranties surveillance * Review the motor vehicle extended warranty market
(e.g. the extent to which warranty providers commit to,
and voluntarily implement, a deferred sales model
similar to that legislated for add-on insurance products).

* Determine whether the sale and/or design of these
products is causing significant consumer harm.

Stakeholder Influence our regulated population to improve

engagement compliance and minimise consumer harm, while
improving our understanding of issues and industry
developments.

¢ Undertake outreach work, communicate and consult
with ASIC’s stakeholders, including professional bodies
and associations (e.g. Financial Services Council and
Insurance Council of Australia), agencies, and other
regulators.

Relevant subsector

Claims handling and
settling services
providers

Risk management
product providers

All insurance
subsectors
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Summary table of estimated industry funding levies for the insurance sector

Table 70: Estimated industry funding levies for insurance sector

Subsector Definition Estimated
cost
recovery
amount

Insurance Entities that are AFS licensees $29.430m

product authorised to deal in general

providers insurance products, life insurance

products or investment life
products, and that are a:

* general insurer, authorised non-
operating holding company or
subsidiary of a general insurer
or authorised non-operating
holding company, within the
meaning of the Insurance Act
1973; or

* life company that is registered
under s21 of the Life Insurance
Act 1995 or a registered non-
operating holding company
within the meaning of that Act;
or

* party to the types of
arrangements prescribed in
reg 72(2) of the Cost Recovery
Levy Regulations.

Number of
entities

94

Levy metric definition Minimum Graduated
levy levy
threshold

Gross premium and net policy $20,000 $5m

revenue

Gross amount of premiums written

and net revenue received, less

any reinsurance expenses, in
relation to business covered by
the entity’s AFS licence.

Note: Our regulatory effort for
insurance product providers varies,
depending on whether the entity is a
life insurer (or friendly society) or a
general insurance product provider,
and the scale of its operation. For
example, a large general insurer
with a substantial customer base
presents a significantly larger risk to
the broader financial system than a
small general insurer with a limited
number of products and customers.

Indicative levy

Minimum levy of
$20,000 plus
$6.04 per
$10,000 of
revenue above
the $5m
threshold
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Subsector

Insurance
product
distributors

Risk
management
product
providers

Claims
handling and
settling
services
providers*

Note:

Definition

Entities that are AFS licensees
authorised to deal in general
insurance products, life insurance
products or investment life
products. However, an entity is
not part of this subsector if the
entity is also part of the insurance
product providers subsector for
the financial year.

Entities that are AFS licensees
authorised to deal in a financial
product for managing financial risk
(that is not a financial product
specified in s764A of the
Corporations Act). An entity can
be part of this subsector as well
as another subsector.

Entities that are AFS licensees
authorised to provide claims
handling and settling services. An
entity can be part of this subsector
as well as another subsector.

Estimated Number of
cost entities
recovery

amount

$3.030m 3,345
$0.598m 69
$0.804m 299

Levy metric definition Minimum Graduated
levy levy
threshold
Flat levy Not Not applicable
Note: Our regulatory costs for applicable
insurance product distributors will be
shared equally between all entities
in the subsector, because our level
of regulatory activity is relatively
similar for entities with each
authorisation.
Number of days authorised Not Not applicable
. applicable
The number of days in the PP
financial year on which the entity
held the prescribed AFS licence
authorisation.
Number of insurance claims $500 No threshold

The number of claims relating to
insurance products that the entity
provided claims handling and
settling services for in the financial
year.

Australian Government’s removal of the exclusion of claims handling and settling services from the definition of ‘financial service’.

Indicative levy

$906

$8,664

ASIC is unable
to reliably
estimate the
metric in the first
year of the levy.

* This is the first financial year in which claims handling and settling services providers is a separate subsector and in which providers will be charged a levy. This follows on from the
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Detailed breakdown of estimated costs of regulating each
subsector in the insurance sector

Insurance product providers

176 ASIC’s cost of regulating the subsector in 2020-21 was $24.6 million. The
estimated cost of regulating the subsector for 2021-22 is $29.4 million: see

Table 71.

Table 71: Estimated levies to recover costs to regulate insurance product providers

Expense Cost recovery levy Statutory levy
Supervision and surveillance $3.362m $0.161m
Enforcement $4.007m $4.755m
Other regulatory activities

Industry engagement $0.955m $0.037m

Education $0.013m $0.403m

Guidance $1.478m $0.042m

Policy advice $1.145m $0.024m
Indirect costs

Governance, central strategy and legal $2.938m $0.052m

IT support $2.961m $0.068m

Operations support $2.066m $0.120m

Property and corporate services $3.131m $0.048m
Total operating expenditure $22.056m $5.711m
Allowance for capital expenditure $2.036m $0.030m
Less costs funded by own-source revenue ($0.403m) $0.000m
Adjustment for prior year (under or over recovery) ($0.001m) $0.000m
Total levy to recover costs $23.689m $5.741m

Note: Costs include expenses relating to novel relief applications where ASIC is not able to charge a fee.
Insurance product distributors
177 ASIC’s cost of regulating the subsector in 2020-21 was $3.0 million. The

estimated cost of regulating the subsector for 2021-22 is $3.0 million: see

Table 72.
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Table 72: Estimated levies to recover costs to regulate insurance product distributors
Expense Cost recovery levy Statutory levy
Supervision and surveillance $0.063m $0.003m
Enforcement $0.106m $2.632m
Other regulatory activities

Industry engagement $0.020m $0.001m

Education $0.000m $0.009m

Guidance $0.031m $0.001m

Policy advice $0.019m $0.001m
Indirect costs

Governance, central strategy and legal $0.066m $0.001m

IT support $0.066m $0.001m

Operations support $0.047m $0.003m

Property and corporate services $0.071m $0.001m
Total operating expenditure $0.488m $2.653m
Allowance for capital expenditure $0.047m $0.001m
Less costs funded by own-source revenue ($0.176m) $0.000m
Adjustment for prior year (under or over recovery) $0.019m $0.000m
Total levy to recover costs $0.377m $2.653m

Risk management product providers
178 ASIC’s cost of regulating the subsector in 2020-21 was $118,762. The

estimated cost of regulating the subsector for 2021-22 is $597,843: see

Table 73.

Table 73: Estimated levies to recover costs to regulate risk management product providers

Expense
Supervision and surveillance

Enforcement

Cost recovery levy
$0.079m

$0.090m

Statutory levy
$0.004m

$0.002m
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Expense

Other regulatory activities

Cost recovery levy

Statutory levy

Industry engagement $0.025m $0.001m
Education $0.000m $0.010m
Guidance $0.040m $0.001m
Policy advice $0.024m $0.001m
Indirect costs
Governance, central strategy and legal $0.069m $0.001m
IT support $0.069m $0.002m
Operations support $0.049m $0.003m
Property and corporate services $0.074m $0.001m
Total operating expenditure $0.520m $0.027m
Allowance for capital expenditure $0.050m $0.001m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.570m $0.028m
Claims handling and settling services providers
179 This is the first financial year in which claims handling and settling services

providers is a separate subsector and in which providers in this subsector
will be charged a levy. The estimated cost of regulating the subsector for

2021-22 is $804,069: see Table 74.

Table 74: Estimated levies to recover costs to regulate claims handling and settling services

providers
Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Cost recovery levy
$0.159m

$0.016m

$0.051m
$0.000m
$0.080m
$0.048m

Statutory levy
$0.008m

$0.001m

$0.002m
$0.016m
$0.002m
$0.001m
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Expense Cost recovery levy Statutory levy

Indirect costs

Governance, central strategy and legal $0.091m $0.003m
IT support $0.094m $0.003m
Operations support $0.065m $0.004m
Property and corporate services $0.093m $0.003m
Total operating expenditure $0.698m $0.044m
Allowance for capital expenditure $0.061m $0.002m
Less costs funded by own-source revenue $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.000m $0.000m
Total levy to recover costs $0.759m $0.045m

Note: Costs include expenses relating to novel relief applications where ASIC is not able to charge a fee.
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PART 2 Fees for service under ASIC
industry funding model

180 Part 2 of this CRIS provides information on the implementation of fees for
service under the industry funding model.

181 Part 2 sets out:
(a) an introduction to the part (see Section K);
(b) the policy and statutory authority for fees for service (see Section L);
(c) the fees-for-service model (see Section M); and
(d) the risk assessment we have undertaken (see Section N).

182 Our fees-for-service schedules are published on the ‘Fees for ASIC

regulatory services’ page on our website. These include our flat and tiered
fees for service. Forms with no fees attached are those that do not require a

regulatory decision.
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K Introduction to Part 2

Key points

The Australian Government has undertaken extensive consultation to
develop and refine the fees-for-service model. Treasury consulted on the
model in August 2015 and again in November 2017. In January 2019, the
Government consulted on further amendments to the fees-for-service model.

Part 2 of this CRIS provides information on how we will recover our user-
initiated and transaction-based regulatory costs via cost recovery fees. It
includes information about the fees for service and the methodology for
calculating the fees.

Note: In this CRIS we refer to our cost recovery fees as ‘fees for service’.

The regulatory activities where we charge fees for service are licensing and
registration, compliance reviews of documents, requests for changes to
market operating rules, and assessing applications for relief.

Background to fees for service

183 On 20 April 2016, the Australian Government announced it would introduce
an industry funding model for ASIC. This was in response to the
recommendation of the FSI that the Government recover the cost of ASIC’s
regulatory activities directly from industry participants through fees and
levies. The FSI also recommended that the fees be calibrated to reflect the
cost of regulating the different industry sectors that we regulate.

Note: See FSI, Financial System Inquiry: Final report, December 2014,

recommendation 29.

184 The industry funding levy component of the industry funding model
commenced on 1 July 2017. However, following consultation, the Australian
Government decided to delay the commencement of the fees-for-service
proposals. This delay was to allow time to refine the model by gathering
further data to support the setting of the fee amounts.

185 Before the commencement of fees for service, we charged industry fees for
around 180 separate regulatory forms, but our fees did not accurately reflect
the cost of processing and assessing those forms. Traditionally, many of these
activities only attracted a nominal fee, which was not subject to any review.
This resulted in the cost of these activities being subsidised by taxpayers.

186 The second phase of the ASIC industry funding model—the introduction of
ASIC fees for service—commenced on 4 July 2018. From that date we have
been recovering our costs for specific regulatory activities requested by an
entity.
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Description of our regulatory activities

187

188

To achieve our vision of a fair, strong and efficient financial system for all
Australians, we undertake a range of activities for specific entities at their
request. These activities are recovered through fees for service. Our budget
data for 202122 indicates that fee-related activities will account for
approximately 3% of our total regulatory costs.

Table 75 outlines our regulatory activities where costs will be recovered
through fees for service.

Table 75: Fees-for-service activities

Activity Affected industry sectors or subsectors Further discussion
Licence application or variation Credit licensees (all subsectors) Paragraphs 189-199
services AFS licensees (all subsectors)
Market infrastructure providers (all subsectors)
Registration application services Responsible entities Paragraphs 189-195
Registered liquidators Paragraphs 200-201
Registered company auditors
Compliance review of documents Companies (all subsectors) Paragraphs 202-207

lodged with ASIC (such as a
prospectus or other compliance

document)

AFS licensees (all subsectors)

Requests for changes to market Market infrastructure providers Paragraph 208

operating rules

Assessment of applications for relief ~ All sectors and subsectors Paragraphs 209-215

189

190

ASIC’s licensing and registration responsibilities

Our regulatory mandate includes licensing or otherwise authorising people to
operate or participate in the markets and industries that we regulate. We play
an important role in promoting trust and confidence in the financial services
industry. We do this by performing our statutory licensing and registration
responsibilities and ensuring applicants meet minimum statutory standards.

ASIC’s various statutory licensing and registration responsibilities are
undertaken within three particular areas of ASIC. Applications for AFS
licences, credit licences and professional registration are assessed by our
Licensing team. Our Market Infrastructure team is responsible for assessing
applications for market licences, CS facility licences, new Australian
derivative trade repositories and financial benchmark administrators.
Applications to register a managed investment scheme are assessed by our
Investment Managers team.
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AFS licensing, credit licensing and professional registration

191 We assess whether a new applicant meets certain minimum statutory
standards for AFS licensing, credit licensing or professional registration
(with the exception of the registration of registered liquidators, which is
done by independent committee). Each application is subject to a risk-rated
assessment, where we apply more effort to applications with a higher risk
profile. This enables us to allocate resources more effectively and efficiently.
Our aim is to ensure that only suitable persons and organisations are licensed
or registered, and that applicants are only licensed to provide financial and
credit services and products that they are competent to provide. We have
adopted a ‘whole of ASIC’ approach to assessing licensed and professional
registered bodies. This approach involves considering all of the information
known to ASIC and any other information collected from the public or other
regulatory bodies.

192 As a result of our assessment, licensing or registration applications may be:

(a) rejected—we may reject applications for lodgement because they are
manifestly defective and information and content included in the
application does not meet the minimum standards;

(b) withdrawn—during our assessment we may provide feedback and
requisition further information from the applicant. This may cause the
applicant to withdraw their application, rather than proceed;

(c) approved—we may assess applications as meeting the requirement to
obtain a licence or licence variation, or for professional registration;

(d) modified—we may grant a licence that is different from that applied for,
or that has additional conditions imposed on it. For example, we might:

(i) impose a key person requirement, require the applicant to appoint a
compliance consultant, or tailor a special condition to limit the
scope of the activity authorised under the licence; or

(i) approve a narrower range of financial services or financial
products that the applicant is allowed to offer than was applied for;
or

(e) refused—we may refuse applications because we are not satisfied that
the statutory requirements for granting a licence or registration have
been met.

193 In addition to applying for new licences, existing licensees may apply to
vary their licence to undertake more, or fewer, financial or credit services.
Such variations may be the result of changes in a licensee’s business
activities or in response to changes in organisational competence. For
example, a licensee may wish to expand the scope of its financial services or
credit activities or the financial products it deals in or advises on.
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194

195

196

197

198

199

200

The regulatory outcomes set out at paragraph 192 apply equally to
applications for a variation to an existing licence.

There is a narrower range of regulatory assessments for professional
registrations, given the requirements that must be met are more limited
compared with licensees.

Financial markets, CS facilities, financial benchmarks and trade
repositories

We are responsible for assessing licence applications for new financial
markets, CS facilities, trade repositories and financial benchmark
administrators. The team also assesses applications from entities seeking
exemptions from some or all of the licensing requirements.

The Corporations Act sets out the market licensing regime (Pt 7.2), the CS
facility licensing regime (Pt 7.3), the financial benchmark administrator
licensing regime (Pt 7.5B) and the licensing regime for trade repositories
(Pt 7.5A). The Corporations Act also empowers the Minister (or ASIC as a
delegate of the Minister) to exempt a financial market, CS facility, trade
repository and financial benchmark administrator from one or more of the
licensing requirements. While we receive significantly fewer of these types
of applications than applications for AFS and credit licences, they are
typically larger and involve a higher degree of complexity in assessment.

When we assess these licence applications, our objective is to facilitate
effective capital formation and risk management. This, in turn, will drive
good consumer and investor outcomes and maintain the trust and integrity in
the Australian financial system. This approach helps achieve our vision for a
fair, strong and efficient financial system for all Australians.

To achieve this objective we may reject, approve, modify or refuse a licence
application. We may modify the application by imposing additional
conditions. For example, we might impose a condition on the licence that the
licensee must:

(a not commence operating the market until they have provided evidence
that they have adequate financial resources to cover the projected cash
outflows for the first six months of operation of the market; or

(b) confirm to ASIC in writing that it has employed or engaged all
necessary people in all of the positions described in the application and
that, as a result, has sufficient human resources to operate the market
properly in accordance with its obligations under the Corporations Act.

Registration of a managed investment scheme

When an application to register a managed investment scheme is lodged with
ASIC, our Investment Managers team will assess whether it complies with
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s601EA of the Corporations Act. We must register the scheme within
14 days of lodgement unless it appears to us that the application does not
meet one or more of the requirements.

201 When assessing an application to register a scheme, we may seek
clarification about specific provisions in the scheme’s constitution or require
further information about the compliance plan. We may also ask for
amendments to specific provisions in the constitution or compliance plan if
they do not appear to comply with the requirements in the Corporations Act.
If it appears to us that the application does not comply with s601EA, and a
responsible entity or its advisers are unwilling or unable to amend the
application or provisions as required within this 14-day period, we will
refuse to register the scheme.

Compliance review of documents lodged with ASIC

202 We undertake compliance reviews of a number of documents related to
commercial transactions to promote good consumer and investor outcomes
and maintain trust and integrity in the financial system. In reviewing these
documents, we are concerned with identifying disclosure deficiencies and
whether the disclosure complies with the law.

203 Compliance reviews of documents are primarily carried out by our
Corporations team and Investment Managers team. These teams
concurrently consider any relief sought to facilitate the transactions, as
appropriate. In addition, we monitor the conduct of entities party to these
transactions for compliance with requirements of the Corporations Act.

204 The types of activities and documents that we review for compliance
include:

(a) fundraising offers that require a disclosure document to be lodged with
ASIC;

(b) Product Disclosure Statements (PDSs) that must be lodged with ASIC;

(c) control transactions, including takeover bids, court-ordered schemes of
arrangement, and other acquisitions to be approved by shareholders or
members (including in trust schemes); and

(d) related party transactions.

205 We do not conduct a compliance review of every document lodged with
ASIC. In some cases we employ a risk methodology to identify the
documents that we will target for review.

206 We will intervene to protect investors if, in a compliance review of a
document, we identify disclosure or conduct issues that may undermine
market integrity and investor outcomes.
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207 The regulatory outcomes we may achieve through compliance reviews of
documents include:

(@) corrective disclosure lodged with ASIC and provided to investors;

(b) structural changes to the form of a transaction, so that unacceptable
circumstances are remedied and the transaction proceeds in a manner
consistent with the principles in the Corporations Act;

(c) identification and removal or rectification of misleading advertising
and/or statements;

(d) stopping the transaction, and in some instances, using ASIC’s stop-
order powers; or

(e) if we are unable to resolve our concerns, we may take other action,
including applying to the Takeovers Panel for a declaration of
unacceptable circumstances or to the court for orders under s1324 or
1325A of the Corporations Act.

Requests for changes to market operating rules

208 Market and CS facility licensees have an ongoing statutory obligation to
inform ASIC of any changes to the operating rules of a licensed market or
licensed CS facility. Our Markets teams assess these changes in light of the
licensee’s obligations and the potential effect of the changes on the operation
of the facility they are licensed to operate. Where required, the Markets
teams will provide a recommendation to the Minister or their delegate about
whether all, or a specified part, of the change to the operating rules should be
disallowed.

Assessment of applications for relief

209 ASIC has discretionary powers to grant relief from certain provisions of:
(@) the Corporations Act;
(b) the SIS Act;
(c¢) the National Credit Act; and

(d) the National Consumer Credit Protection (Transitional and
Consequential Provisions) Act 2009.

210 The relief includes exemptions from and modifications to the provisions of
these Acts. The provisions of the Corporations Act where we most
frequently exercise ASIC’s discretionary powers involve financial reporting,
takeovers, fundraising, managed investment schemes, licensing and
disclosure requirements for financial products. By granting appropriate
relief, we allow the law to be flexible in its application, address unintended
consequences of the law, and facilitate innovation.
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211 We will consider and determine all applications for relief based on the facts,
circumstances and merits of each individual application. In determining a
particular application, we will take into account:

(a) our vision and regulatory objectives (see paragraphs 13—16);

(b) any considerations that we are required to take into account under the
law;

(c) the statutory context in which the discretionary power to grant relief
appears, and the subject, matter, scope and purpose of the provisions of
which it forms part;

(d) any relevant policy we have published and the underlying principles of
that policy;
(e) the regulatory consequences that would flow from granting the relief on

the conditions proposed, including whether:

(i) strict compliance with the provisions in the legislation would be
impossible or disproportionately burdensome; and

(i) consumers would still have the protection intended by Parliament;
and

(f) our procedural fairness obligations to third parties.
212 We also attempt to achieve two broad objectives—consistency and definite

principles. For more detail on our general approach to applications for relief,
see Regulatory Guide 51 Applications for relief (RG 51).

213 Generally, an application for relief that is made in accordance with ASIC’s
existing policy will take less time to consider than an application that raises
novel issues. Novel issues are those that require ASIC to formulate
substantive new policy because they:

(a) raise new policy considerations;

(b) 1involve more than the application of existing policy (legislative policy
or ASIC policy) to new situations; or

(c) 1involve a significant change to, or reversal of, existing ASIC policy.

214 When considering a novel issue, we:
() may obtain internal legal advice on the relief sought;

(b) will consider the policy implications of the application, to determine
whether the relief should be granted and, if so, on what conditions (this
may involve liaising internally on policy issues and may take time); and

(c) may also seek public comment.

215 The additional costs associated with novel applications over and above the
flat fee will be recovered under the industry funding levies. We recover the
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additional costs associated with novel applications for relief under the
industry funding levies because:

(a) novel applications often have a wider industry benefit, by drawing our
attention to the need for regulatory change or clarification where there
are unintended consequences of the law;

(b) the significantly higher costs associated with novel applications for
relief may deter applicants from seeking relief regarding areas of law
where regulatory change is desirable; and

(c) asubsequent decrease in novel applications may mean that individually,
entities face an increased regulatory burden and, industry wide,
innovation and new policy development is hindered.

Activities that are excluded from fees for service

216

217

218

Certain lodgement fees

The fee for lodgement of certain forms are not recovered under fees for
service. We have determined that we previously collected lodgement fees on
approximately 60 forms, the funds of which were used to support work
across an industry, rather than activities undertaken for an individual entity.
An example of this is the lodgement of annual compliance certificates for
credit licensees. In these cases, we no longer charge fees on lodgement and
these activities are funded by the ongoing industry funding levies.

Registry business

In April 2021, as a first step in the progressive rollout of the Modernising
Business Registers (MBR) program, the Commissioner of Taxation was
appointed as the Registrar. The role of the Registrar is to lead and implement
the MBR program and perform statutory registry functions as a delegate of
ASIC. ASIC’s registry staff have moved to the Australian Taxation Office
(ATO) to assist the Registrar, through a machinery of government change.
At a later date, the Registrar will assume primary responsibility for the
registry functions under law.

The costs associated with the remainder of our registry activities, including
indirect costs, will not be recovered through the industry funding model. The
fees attached to ASIC forms relating to updating an ASIC registry database
will not be cost recovered under the Australian Government Charging
Framework. The fees for lodging these forms will continue to be set
separately as a general tax, meaning the benefits to particular individuals as a
result of these services are not typically distributed in proportion to the
taxation payments made by those individuals.
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L  Policy and statutory authority for fees for
service

Key points

Our regulatory costs will be recovered from all the industry sectors we
regulate through a combination of industry funding levies and fees for
service.

The legislative framework for fees for service is established by five pieces
of legislation: see Table 76.

Government policy approval for fees for service

219 On 20 April 2016, the Australian Government announced that it would
introduce an industry funding model for ASIC.

220 We recover our regulatory costs from all the industry sectors we regulate,
through a combination of:

(a) industry funding levies (see Part 1 of this CRIS); and

(b) fees for service, for user-initiated and transaction-based activities where
we provide a specific service to individual entities.

221 The second phase of the industry funding model—the introduction of fees
for service—is contained in the following legislation, which passed both
Houses of Parliament and was assented to by the Governor-General on
28 June 2018:

(a) the Treasury Laws Amendment (ASIC Fees) Regulations 2018;
(b) the Corporations (Fees) Amendment (ASIC Fees) Act 2018,

(c) the Superannuation Industry (Supervision) Amendment (ASIC Fees) Act
2018;

(d) the National Consumer Credit Protection (Fees) Amendment (ASIC
Fees) Act 2018; and

(e) the Superannuation Auditor Registration Imposition Amendment (ASIC
Fees) Act 2018.

Statutory authority for fees for service

222 We have set out the legislation that establishes the fees-for-service regime in
Table 76.

© Australian Securities and Investments Commission October 2022 Page 144



Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

Table 76: Legislation that establishes the fees-for-service regime

Amending legislation

Treasury Laws
Amendment (ASIC
Fees) Regulations 2018

Corporations (Fees)
Amendment (ASIC
Fees) Act 2018

Superannuation
Industry (Supervision)
Amendment (ASIC
Fees) Act 2018

National Consumer
Credit Protection (Fees)
Amendment (ASIC
Fees) Act 2018

Superannuation Auditor
Registration Imposition
Amendment (ASIC
Fees) Act 2018

Legislation amended

Corporations (Fees)
Regulations 2001
(Fees Regulations)

National Consumer
Credit Protection
(Fees) Regulations
2010

Superannuation Auditor
Registration Imposition
Regulation 2012

Corporations (Fees)
Act 2001

SIS Act

National Credit Act

Superannuation Auditor
Registration Imposition
Act 2012

Amendments

Amendments made to:

* prescribe the cost recovery fees we can charge for
services we provide to a specific entity;

repeal the fees for our regulatory activities that will be
funded by the industry funding levies;

tier fees, to ensure the fees reflect the complexity of the
service and, therefore, our effort in providing the
service;

update the hourly rate that we charge for certain
services to ensure the rate reflects our costs; and

ensure only registration fees continue to be indexed for
inflation.

Amendments made to:

* enable ASIC to charge tiered fees, based on whether a
chargeable matter is low, medium or high complexity;

* increase the statutory caps on fees so we can recover
the costs we incur; and

* enable ASIC to charge a different fee for certain
chargeable matters based on the type of entity.

Minor amendments made to allow ASIC to charge fees
for applications to vary or revoke the conditions or cancel
the registration of an approved SMSF auditor.

Amendment made to allow ASIC to charge different fees
depending on:

* whether or not the applicant is an individual; and

* the credit activities they engage in.

Amendments made to increase the maximum amount of
the fee that can be prescribed in the regulations so we
can recover the costs we incur when providing regulatory
services to SMSF auditors.
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M Fees-for-service model

Key points

The fees for service we charge for applications are calculated based on
forecast costs and historical workflow analysis, rather than the actual cost
of providing the service to the applicant.

We have adopted tiered fees for service for our regulatory activities that
vary in complexity. This will help ensure the fees for service more closely
align with our actual effort and, therefore, costs.

Fees-for-service methodology

223 The methodology for calculating the costs for fees-for-service activities is
based on the Cost Recovery Guidelines. We have broken down each of our
regulatory activities into distinct outputs and the key business processes that
are used to produce those outputs. We then identified the relevant costs and
attributed those costs to the outputs and processes.

Step 1: Outputs and business process of the activity

224 Our fees-for-service activities can be broadly categorised as follows:
(@) licensing application or variation services;
(b) registration application and renewal services;
(c) compliance review of documents lodged with ASIC;
(d) requests for changes to market operating rules; and

(e) assessing applications for relief (see Table 75).

225 A regulatory form is lodged with ASIC for each fees-for-service activity. For
each of these forms we have used workflow analysis to break down the
regulatory activity into distinct outputs and the key business processes.
Examples of the business process involved in the assessment and processing
of three applications are set out in Table 77, Table 78 and Table 79.

Step 2: Costing the activity

226 Once we have identified the business process for our fees-for-service
activity, the relevant costs need to be identified and attributed to the business
process. We attribute the costs using a weighted average hourly rate. The
hourly rate is calculated for each team involved in the business process and
includes indirect costs (made up of property, IT and corporate services
costs), apportioned according to average FTE staff.
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227 The weighted average hourly rate for each of our regulatory teams is
calculated to ensure we comply with the Cost Recovery Guidelines and only
recover efficient costs, which are defined as ‘the minimum costs necessary
to provide the activity while achieving the policy outcomes and legislative
functions of the Australian Government’: see paragraph 83 of the Cost
Recovery Guidelines.

228 Our teams are not structured identically, and comprise a varying mix of staff
at different levels of seniority and at different salary bands within those
seniority levels. Therefore, we have not set a standard hourly rate for the
agency as a whole, but instead have calculated weighted average hourly rates
in accordance with the specific profile of the different teams.

229 In some cases, more than one team contributes to a regulatory activity. When
this happens, we apply different weighted average hourly rates to capture our
efficient costs of the activity.

The fee amount

230 The total fee amount is determined by multiplying the weighted average
hourly rate by the regulatory effort (i.e. the average number of hours)
required to assess and process each form.

Example of calculating fees for service for multiple team
regulatory effort

231 Table 77 sets out an example of the methodology for calculating the costs for
fees for service for an application involving regulatory effort by more than
one of our teams.

232 Our Licensing team and our Financial Reporting and Audit team are
involved in the assessment of an application for registration as an authorised
audit company. To determine the efficient costs associated with this
application, the weighted average hourly rate for the Licensing team is
multiplied by the average time spent by the Licensing team to process a
registration. The same calculation is performed for the Financial Reporting
and Audit team. These amounts are added together to get the total cost that is
charged for the activity.

233 The weighted average hourly rates are calculated as fully loaded annual
salary under our enterprise agreement, plus indirect costs reflecting the
composition of the particular team’s FTE staff.

234 Table 77 also sets out our estimates for direct and indirect costs for each step
in the business process. The direct and indirect costs are added together to
get the total cost.
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Table 77: Example 1—Application for registration as an authorised audit company

Licensing team

Business process Direct Indirect Average Weighted average Total
costs (A) costs (B) hours (C) hourly rate (D) (A+B or CxD)
We receive an application into our workflow systems, which includes the submission of Nil Nil Nil Nil Nil

an electronic form and supporting proof documents.

An analyst is assigned the application and will initially review it at a high level to $158 $99 2 $128.44 $257
determine if the applicant provided the required information. If the application is
incomplete, it may be rejected and not accepted for lodgement.

If accepted, the analyst will review the application to determine the scope of the $711 $445 9 $128.44 $1,156
assessment process and whether the analyst should consult ASIC’s specialist

supervisory teams about the application. The analyst will review the application and

supporting documentation in detail. The analyst may also requisition the applicant and

need to assess further supporting information.

The analyst assesses whether ASIC is satisfied that the applicant is capable of $158 $99 2 $128.44 $257
performing the duties of an auditor (including meeting the auditing competency

standards or having the requisite practical experience) and is a fit and proper person to

be registered as an auditor. The analyst will document their assessment of the material

in an assessment worksheet. This worksheet is subject to supervisor review.

If the application is to be refused, we send a detailed statement of concerns to the $158 $99 2 $128.44 $257
applicant. The applicant may contest the analyst’s concerns or withdraw their
application.

If the application is contested, the analyst prepares a detailed brief to be reviewed by a
senior person before the matter is referred to an ASIC delegate, who will convene an
administrative hearing to provide the applicant an opportunity to be heard before final
determination by the ASIC delegate.

Total fee for Licensing team $1,927
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Financial Reporting and Audit team

Business process

The team provides technical advice on applications for registration of company auditors.

The team reviews whether the applicant has complied with the requirements of
Regqulatory Guide 180 Auditor registration (RG 180).

In certain cases, the team will obtain and review audit engagement files to ascertain the
capability of the applicant to be registered.

Total fee for Financial Reporting and Audit team
Total fee

Team

Licensing team

Financial Reporting and Audit team

Total fee

Note 1: All totals are rounded to the nearest dollar.

Direct
costs (A)

$277

$444

$332

Indirect
costs (B)

$118

$189

$142

Average
hours (C)

25

4

Weighted average
hourly rate (D)

$158.18

$158.18

$158.18

Total
(A+B or CxD)

$395

$633

$474

$1,502

Total

$1,927

$1,502

$3,429

Note 2: The weighted average hourly rate is calculated as fully loaded annual salary as per the enterprise agreement plus indirect costs for a particular team’s FTE composition, divided by

working hours in a year, on an 80% utilisation rate.

Note 3: The time allocated for each step in the business process is an average allowance. The actual time taken will depend on the application. For example, we have allowed two hours under
the business process if the application is refused; however, this step can take up to 85 hours if the decision is contested by the applicant.

© Australian Securities and Investments Commission October 2022

Page 149


http://asic.gov.au/regulatory-resources/find-a-document/regulatory-guides/rg-180-auditor-registration/

Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

235

236

237

238

239

240

241

Tiered fees for service

Under our fees-for-service model, the fees payable may not match our exact
costs in all cases. This is particularly likely for fees-for-service activities that
can vary widely in their complexity, such as a notice of changes to operating
rules. In these cases, we found there was considerable variance in the actual
business process for the fees-for-service activity. To address this concern,
the model adopts a more granular approach to determine the fees payable
based on the complexity of the application. This will ensure entities pay the
appropriate fee based on the complexity of the transaction for the service we
provide and allow ASIC to closely recover the actual cost.

We will tier these fees to reflect the regulatory effort associated with the
fees-for-service activities. We have applied tiered fees based on complexity
for the following regulatory activities:

(@) AFS licence applications;

(b) credit licence applications;

(¢) market licence applications;

(d) notices of changes to market and CS facility operating rules; and

(e) CS facility licence applications.

The Australian Government also consulted on proposals to introduce new
tiered fees for applications to vary or revoke conditions imposed on

CS facility licences and market licences. These amendments commenced on
1 April 2019.

The complexity of an AFS licence application will be determined based on
the applicant type and the financial service and product authorisation the
applicant is seeking. Market licence applicants will be directed to contact a
member of our Market Infrastructure team when submitting an application
for a preliminary assessment of the complexity of the application.

The criteria we will apply to determine the complexity of an application is
set out in ASIC (Fees—Complexity Criteria) Instrument 2018/578.

Examples of calculating tiered fees for service

Table 78 and Table 79 set out an example of the methodology for calculating
the costs for fees for service for an application involving tiered fees
reflecting the different levels of complexity. The AFS licence application has
been divided into two levels of complexity: low and high.

To determine the efficient cost of assessing an application for an AFS licence,
the weighted average hourly rate for the Licensing team is multiplied by the
average time spent processing and assessing the application. The level of
complexity of the application determines the seniority of the staff working
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on the application and the average time taken to assess the application. For
example, more experienced and qualified staff will assess a highly complex
application, resulting in a higher hourly rate, and the assessment will, on
average, take longer to finalise.

242 Table 78 and Table 79 also set out our estimates for direct and indirect costs
for each step in the business process. The direct and indirect costs are added
together to get the total cost.
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Table 78: Example 2—Application for an AFS licence (retail other than an individual)—High complexity

Business process Direct Indirect
costs (A) costs (B)

We receive an application into our workflow systems, which includes the submission of an Nil Nil
electronic form and supporting proof documents.

The greater the complexity of the application, the greater the volume of material that will
be included in the initial submission. Similarly, a body corporate applicant will typically
submit more documentation than an individual—like information on multiple directors and
responsible managers, which includes information on their fithess and propriety.

A manager will identify that the applicant has requested high-complexity products and/or $601 $376
services and assign the application. An analyst will initially review the application to

determine if the applicant provided the required information (based on the authorisations

selected and the responsible managers nominated by the applicant).

If the application is incomplete, it may be rejected and not accepted for lodgement. If it is
not accepted, the analyst typically discusses the deficiencies with the applicant and how
to address them, followed by written confirmation.

If the application is accepted, the analyst will review it to determine the scope of the $2,833 $1,773
assessment process. This will include more in-depth analysis of obligations or risks
applicable to higher complexity applicants, such as:

* additional financial resources or insurance coverage;
* client money and scheme property handling procedures; and

 dealing (as principal) in derivatives or in other products on behalf of clients on a
discretionary basis.

This process is more likely to involve the analyst consulting with their supervisor or one of
ASIC’s specialist supervisory teams on the application. The analyst will review the
application and supporting documentation in detail to confirm that the applicant meets the
licensing criteria. The analyst will likely requisition the applicant and need to assess
further supporting information. This usually involves both phone and written
correspondence.

Average
hours (C)

Nil

33

Weighted average
hourly rate (D)

Nil

$139.57

$139.57

Total
(A+B or CxD)

Nil

$977

$4,606
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Business process Direct
costs (A)
The analyst assesses whether the applicant can comply with its obligations as a licensee $601

(including the competence of the nominated responsible managers), which are more
extensive than for applicants seeking low-complexity authorisations.

The analyst will document their assessment of the material in an assessment worksheet,
which is subject to supervisor review. The analyst will consider feedback from the
supervisor on their assessment. The analyst will undertake final intelligence checks
before confirming their approval decision to the applicant in writing, and issuing a licence
certificate to the applicant.

If the application is to be refused, the analyst prepares a detailed brief to be reviewed by $601
a senior person before the matter is referred to an ASIC delegate, who will convene an

administrative hearing to provide the applicant an opportunity to be heard before final

determination by the ASIC delegate.

Total fee

Indirect Average
costs (B) hours (C)

$376 7

$376 7

Table 79: Example 3—Application for an AFS licence (retail other than an individual)—Low complexity

Business process Direct
costs (A)
We receive an application into our workflow systems, which includes the submission of an Nil

electronic form and supporting proof documents.

The lower the complexity of the application, the lower the volume of material that will be
included in the initial submission.

Indirect Average
costs (B) hours (C)

Nil Nil

Weighted average
hourly rate (D)

$139.57

$139.57

Weighted average
hourly rates (D)

Nil

Total
(A+B or CxD)

$977

$977

$7,537

Total
(A+B or CxD)

Nil
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Business process

A manager will identify that the applicant has requested low complexity products and/or
services and assign the application. An analyst will initially review the application to
determine if the applicant provided the required information (based on the authorisations
selected and the responsible managers nominated by the applicant). If the application is
incomplete, it may be rejected and not accepted for lodgement. If not accepted the
analyst typically discusses the deficiencies with the applicant and how to address them,
followed by written confirmation.

If the application is accepted, the analyst will review it to determine the scope of the
assessment process. This process may involve the analyst consulting with their
supervisor or one of ASIC’s specialist supervisory teams in relation to the application.

The analyst will review the application and supporting documentation in detail to confirm
that the applicant meets the licensing criteria. The analyst may requisition the applicant
and need to assess further supporting information. This usually involves both phone and
written correspondence.

The analyst assesses whether the applicant is capable of complying with its obligations
as a licensee (including the competence of the nominated responsible managers).

The analyst will document their assessment of the material in an assessment worksheet.
This worksheet is subject to supervisor review. The analyst will consider feedback from
the supervisor on their assessment. The analyst will undertake final intelligence checks
before confirming their approval decision to the applicant in writing, and issuing a licence
certificate to the applicant.

If the application is to be refused, the analyst prepares a detailed brief to be reviewed by
a senior person before the matter is referred to an ASIC delegate who will convene an
administrative hearing to provide the applicant an opportunity to be heard before final
determination by the ASIC delegate.

Total fee

Direct
costs (A)

$305

$1,373

$305

$305

Indirect
costs (B)

$191

$860

$191

$191

Average
hours (C)

4

18

Weighted average
hourly rates (D)

$124.04

$124.04

$124.04

$124.04

Total
(A+B or CxD)

$496

$2,233

$496

$496

$3,721
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Cost breakdown of our regulatory activities

243 Table 80 sets out the cost breakdown estimates for direct costs, indirect costs
and capital costs for each of our regulatory activities where costs will be
recovered through fees for service. These estimates are based on the average
volume of applications received over the previous three years.

Table 80: Cost breakdown estimates for our regulatory activities

Fees-for-service activities Direct costs Indirect costs Capital costs  Total costs
Licence applications or variations $3.767m $1.892m Not applicable $5.659m
Registration application services $0.879m $0.412m Not applicable $1.291m
Compliance review of documents $3.696m $1.688m Not applicable $5.384m
Requests for changes to market $0.197m $0.082m Not applicable $0.280m
operating rules

Assessment of applications for relief $2.637m $1.635m Not applicable $4.272m
Total costs to be recovered $11.176m $5.710m Not applicable $16.886m
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N Risk assessment for fees for service

244

245

Key points

The potential risks of the fees-for-service model include:

o the perception that the model lacks transparency about the basis of the
fees;

e the fees for service may not match our actual regulatory costs;
e uncertainty about the classification of tiered fees; and

o the tiered fees could result in some entities being subject to a large
increase in fees if they fall within the complex category.

Risks can be appropriately mitigated and managed by increasing the level
of consultation and communication with stakeholders to ensure maximum
transparency and understanding.

We have assessed the fees-for-service model as medium risk under the
Australian Government Regulatory Charging Risk Assessment (PDF

196 KB). Charging a fee for the lodgement of forms with ASIC is not new.
There is a change, however, in the complexity and materiality of those fees.
Overall the setting of the fees for service and the subsequent collection is
moderately complex.

The potential risks arising from the model and how we will mitigate those
risks, are set out in Table 81.

Table 81: Mitigation of risks arising from the introduction of fees for service

Risk

The perception that the
model lacks transparency
about the basis of the
fees

Mitigation

Information about fees for service and the methodology for calculating the fees is
included in this CRIS and will be published in future versions of the CRIS.

In addition, we will consult on our fees every three years. Determining the fees
every three years will provide certainty for regulated entities and provide an
incentive for ASIC to ensure that we are delivering our services at an efficient cost.
Consultation may need to occur earlier if there is an unforeseen change to the
work required to provide a particular fee for service activity or if there appears to
be a material variation between the actual costs of undertaking the activities and
the fees charged. We will report on our actual costs in the financial performance
section of this CRIS: see Section P.
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Risk

The fees for service may
not match our regulatory
costs

Uncertainty about the
classification of tiered
fees

The tiered fees could
result in some entities
being subject to a large
increase in fees if they
fall within the complex
category

Mitigation

Under our fees-for-service model, the fees payable may not match our exact costs
in all cases because of the ex-ante nature of the model—that is, the fees are
based on forecast costs and historical workflow analysis, rather than the actual
cost of providing the service. This is particularly likely for fees-for-service activities
that can vary widely in their complexity, such as a notice of changes to operating
rules. We will tier these fees based on the complexity of the application to more
accurately reflect our regulatory costs.

We will review the fees to ensure they are aligned with regulatory costs.

We made ASIC (Fees—Complexity Criteria) Instrument 2018/578, which specifies
the criteria for whether certain applications and notices are of low, medium or high
complexity for the purposes of fees for service. The instrument enables applicants
to understand which ‘category’ they fall under, and therefore which fee they will be
expected to pay.

Applicants for a market licence will also be directed to contact a member of our
Market Infrastructure team for a preliminary assessment of complexity.

The Australian Government Charging Framework includes a Charging Policy
Statement that underpins all Australian Government charging. It provides that
‘where specific demand for a government activity is created by identifiable
individuals or groups they should be charged for it unless the Government has
decided to fund that activity’: see Australian Government Charging Framework:
Resource Management Guide No. 302.

The tiered fees are designed to comply with this principle. We can apply tiered
fees to reflect our regulatory effort where there is considerable variance in the
actual process or assessment. This will ensure:

* entities pay the appropriate fee, based on the complexity of the transaction for
the service we provide; and

 we can closely recover our true cost.
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PART 3 CRIS engagement and
evaluation

246 Part 3 of this CRIS sets out:

(a) the stakeholder engagement undertaken for this CRIS and the industry
funding and fees-for-service models (see Section O);

(b) how we measure our financial and non-financial performance (see
Section P)

(c) the key events and estimated dates (see Section Q); and

(d) the CRIS approval and change register (see Section R).
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O  Stakeholder engagement

Key points

This section outlines the following:
e our stakeholder engagement on this CRIS; and

e the Australian Government’s earlier consultation on industry funding
levies and fees for service.

It also outlines the key feedback we received on the draft CRIS and details
our responses to the feedback.

Stakeholder engagement on the draft CRIS

247 This CRIS was released for comment on 6 June 2022. We received nine
responses. This section summaries the key issues raised by respondents.

248 For a list of the non-confidential responses to the CRIS, see the appendix.
Copies of these submissions are available on the regulatory costs and levies
page on ASIC’s website.

249 The main issues raised by the respondents relate to:
(a) the design of the industry funding model (see paragraphs 249-253);
(b) the increase in levies and allocation of costs (see paragraphs 254-256);

(c) the variation between estimated and actual levies (see paragraph 257);
and

(d) transparency and stakeholder engagement (see paragraphs 258-260).

Design of the industry funding model

250 Several respondents raised concerns about the design of the model. Some
respondents raised concerns about the ex post nature of the model, which
means that levies are calculated after we have finalised our regulatory costs
and invoiced in the subsequent financial year. One respondent suggested that
there should be a set levy at the start of the financial year and then variances
between the estimated and actual costs are smoothed in subsequent financial
years.

251 One respondent focused on concerns for registered liquidators who are
required to undertake certain work for a regulatory purpose and to finalise a
liquidation even if they are unable to recover their fees. They compared
registered liquidators, whose levies have a flat and variable component, to
registered auditors who are assigned a flat levy.
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252 Two respondents raised concern about the lack of certainty around the
intended application of the definition of the staff-based metric used to
calculate levies for OTC traders. They expressed concern that the definition
in the regulations is not aligned with the intention of the metric. Another
respondent suggested that it is inappropriate to apply a message-based metric
for the market intermediaries sector.

253 One respondent suggested that partial cost recovery would be more
appropriate in light of significant public benefits from regulation, even if
these may be difficult to quantify. The respondent stated that this was
particularly applicable for enforcement costs as enforcement action is against
a particular entity and ASIC’s action may be unsuccessful.

ASIC’s response

The industry funding model is prescribed in Acts and regulations.
Amendments to the model would require legislative change.

As announced by the Government, Treasury is currently
undertaking a review of ASIC’s industry funding model in
consultation with the Department of Finance and ASIC. ASIC will
continue to work with Treasury and the Government during the
review of the industry funding model. We will continue to assess
the feedback received in the CRIS submissions and communicate
them to Government to help inform this process.

Increase in levies and allocation of costs

254 Several respondents raised concerns about the increase in levies for certain
subsectors, including OTC traders, small and medium amount credit
providers, MDA providers and deposit product providers. A few respondents
focused on the increase in indirect costs, with one respondent noting that the
increase in indirect costs for the superannuation trustees subsector was
disproportionately higher than the increase for direct costs.

255 Some respondents expressed the view that the allocation of costs to some
subsectors did not align with what they argued was the appropriate level of
regulatory activity. For example, one respondent stated that recent mergers
in the superannuation industry should reduce the regulatory effort required.
Another respondent suggested that the marginal decrease in regulatory costs
for registered liquidators was not proportionate to the much larger reduction
in business activity for this subsector.

256 One respondent suggested that there could be overlap between the work
performed by ASIC and other agencies and regulators. They suggested that
recognition of this overlap could help reduce costs and that the cumulative
regulatory impact should be considered when costs are allocated to different
subsectors.
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ASIC’s response

An increase in levies for a subsector is a reflection of ASIC’s
more intensive regulatory activities in that subsector. We are
active in enforcing the laws we administer to maintain integrity
and trust in the financial system. For example, the increase in the
estimated levy for OTC traders is largely driven by greater
intensity in our enforcement activities. Furthermore, there was a
higher allocation of costs stemming from our proactive
supervision work, as outlined in Table 18 of the CRIS.

As outlined in the CRIS, we allocate indirect costs to surveillance
and supervisory, enforcement and registry teams in proportion to
the internal support they receive. There is a higher allocation of
indirect costs associated with ASIC’s enforcement activity
compared to our other direct regulatory costs. These indirect
costs are largely IT (enforcement-related systems), legal and
property costs. This means that where there is an increase in
enforcement costs for a particular subsector, a larger proportion
of indirect costs might be allocated to that subsector.

When ASIC pursues a matter in the courts, we actively seek to
recover our investigation and litigation costs whenever the
matters are successful. The actual amount recovered varies. Any
court-awarded cost orders for enforcement actions by ASIC
offsets levies for relevant subsectors.

Our strategic planning framework enables us to identify and
prioritise misconduct, as outlined in the AS/IC Corporate Plan
2021-25: Focus 2021-22. It supports how we plan our regulatory
action and allocate our regulatory costs across different
subsectors and regulatory tools. We may move resources in
response to our strategic priorities or changes in our regulatory
environment. However, we need to balance this with maintaining
an adequate level of regulatory effort across the subsectors we
are responsible for.

We recognise that many of our regulated entities are subject to
regulation by other agencies. We continue to be committed to
enhancing our cooperation with other regulators, especially
APRA. We share information, promote common approaches to
regulation and avoid duplication of effort. See the 2021 update on
APRA-ASIC engagement.

Entities that are experiencing hardship can apply to ASIC for a
levy waiver. Applications are assessed on a case-by-case basis
and ASIC can only consider waiving a levy where there are
exceptional circumstances. Further information about levy
waivers is available on our website. The amounts that are waived
are not recovered from other entities. In some cases, we can also
arrange a payment plan to allow entities to make industry funding
payments in instalments.
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Variation between estimated and actual levies

257 A number of respondents noted that the actual levies in previous financial
years have been significantly higher than the indicative levies for some
subsectors. The respondents stated that the variation creates unpredictability,
making it difficult for entities to effectively budget for the levies. Two
respondents flagged that this was further exacerbated by the delayed
publication of the CRIS.

ASIC’s response

In the CRIS, we explain that the estimated levies are based on
our planned regulatory work at the start of the financial year. The
metrics used reflect the best available information we have at that
time. The estimated levies will differ from the actual levies and are
a guide only.

In the case of our enforcement activities, matters can evolve as
investigation and litigation progresses. For example, our costs
may be higher than anticipated due to a greater than expected
demand on resources, or they might be lower if a matter is
finalised sooner than expected.

We cannot predict all changes in our operating and regulatory
environment. It is important that we maintain flexibility in our
resourcing to adapt to new developments and respond to
misconduct as it arises. This is likely to result in some variance
between our budgeted costs and our actual costs over the year.

In Section P of the CRIS, we explain material variances between
indicative and actual levies for the previous year. A variance is
considered material if the difference between the total actual
costs and the estimated costs for the subsector are greater than
10% of the estimated costs and greater than $2 million in total.
This threshold was adopted after careful consideration to ensure
that we explain material variances across the 52 subsectors
without adding significant complexity to the CRIS.

As outlined in Table 8, this year we have taken steps to
incorporate more up-to-date actual enforcement costs into our
estimates for the year up to a particular point in time. We anticipate
that this may reduce the variance between our estimated and
actual costs for 2021-22, which we will report on in next year’'s
CRIS. We will continue to explore ways to improve our estimates.

Each year, we endeavour to publish the CRIS in a timely manner
to help industry better plan for the actual levies, though
unavoidable delays can occur. We are mindful of the need for
entities to budget and plan for the levies. We will continue to aim
to publish the CRIS as early as possible to assist them.
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Transparency and stakeholder engagement

258 Several respondents suggested that a more detailed breakdown of activities
is needed to demonstrate how our regulatory costs are incurred for the
purposes of transparency and accountability. Some respondents requested
more disaggregated information about the key drivers of variations in levies
year on year and between estimated and actual levies, particularly in relation
to enforcement and indirect costs. A few respondents expressed that the
composition of indirect costs is unclear.

259 One respondent expressed concern that the CRIS did not transparently
demonstrate the impact of multiple levies for particular entities. The example
referred to was superannuation funds, which additionally pay levies for the
provision of advice and insurance services, which is borne by the fund members.

260 Three respondents expressed that ASIC should change its approach to
stakeholder engagement through the publication of a draft CRIS, especially
since no changes are made to the figures or content in the final CRIS. One
respondent suggested that ASIC should engage in further consultation
between the publication of the draft and final CRIS. Another respondent
requested that we issue a draft CRIS with estimated levies based on ASIC’s
budget within the first month of a new financial year and a final CRIS once
actual costs and levies are finalised.

ASIC’s response

The CRIS aims to provide a level of detail that ensures we are
transparent about the different costs in a way that is proportionate
to the complexity, materiality and sensitivity of each activity, and
consistent with the Cost Recovery Guidelines. This year, we
clearly linked each of our key focus areas to the relevant
subsectors in a streamlined way across all the sector chapters

The CRIS provides a breakdown of the different components of
indirect and direct costs (see ‘Detailed breakdown of estimated
costs of regulating each subsector’ at the end of Sections E-J).
Direct costs are broken down into regulatory activities, while
indirect costs comprise property and corporate services, IT
support, operations support as well as internal governance,
central strategy activities (e.g. cross-sectoral work on policy and
law reform) and legal activities.

As required by the Public Governance Performance and
Accountability Act 2013 (PGPA Act), our corporate plan describes
our strategic priorities and the key actions we will take to address
them. It sets out how we will measure and assess our performance
and the evidence we will rely on. Evaluating our performance
helps us to better measure the efficiency of our activities and
effectiveness of key projects and regulatory interventions.

We provide a summary of our performance in the annual
performance statement in our annual report. This summary
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includes a statement about our performance objectives and how
we use qualitative and quantitative measures to assess our
regulatory and market outcomes. In light of the new Regulator
Performance Guide, which came into effect on 1 July 2021, we
will be further consolidating information about our performance in
the 2021-22 Annual Report. We will continue to review and
improve our performance measures and reporting model.

We value the feedback we receive from our consultation on the
CRIS. As outlined above, the industry funding model is prescribed
in Acts and regulations; however, we will continue to assess the
feedback received in the CRIS submissions and communicate it
to Government where relevant. We will also assess our approach
to stakeholder engagement through the publication of a draft
CRIS, followed by a final CRIS with estimated costs and levies.

Stakeholder consultation on industry funding levies

261 The Australian Government has previously undertaken extensive
consultation to develop and refine the industry funding model. Treasury
consulted on the development of the industry funding model in August 2015
and again in November 2016. Exposure draft legislation was released for
public consultation in 2017. Treasury also conducted roundtable meetings
with various stakeholder groups.

262 The Australian Government also conducted public consultation on the Cost
Recovery Levy Regulations in May 2017, and again on amendments to the
regulations in April 2018. In January 2019, the Government consulted on
further amendments to the Cost Recovery Levy Regulations, including the
introduction of a new subsector for entities subject to close and continuous
monitoring for a period of two years: see the exposure draft of the Treasury
Laws Amendment (ASIC Cost Recovery and Fees) Regulations 2019.

Stakeholder consultation on the fees-for-service model

263 The Australian Government also led the consultation with industry to refine
and settle the fees-for-service model.

264 In August 2015, the Government released the consultation paper, Proposed
industry funding model for the Australian Securities and Investments

Commission. Treasury also held a number of stakeholder meetings and
roundtables to refine aspects of the model. To address feedback received, the
implementation of the fees-for-service proposal was delayed to allow time to
refine the model by gathering further data to support the pricing of fees.

265 In November 2017, the Australian Government released the consultation
paper, Introduction of Australian Securities and Investments Commission’s
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fees-for-service under the industry funding model. The consultation paper
contained a revised model for fees for service, reflecting feedback from the
previous consultation, including:

(a) the introduction of a tiered fee system for many activities, so that the
amount of the fee more accurately reflects the complexity of the
activity; and

(b) the removal of fees for novel relief applications, recognising the
industry-wide benefits that often result from these activities.

266 In April 2018, the Australian Government consulted on the exposure draft
legislation to implement fees for service. On 22 January 2019, the
Government released the exposure draft of the Treasury Laws Amendment
(ASIC Cost Recovery and Fees) Regulations 2019 for consultation.
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P Financial and non-financial performance

Key points

This section sets out the variance between actual costs incurred in
2020-21 and our estimates in the Cost Recovery Implementation
Statement: ASIC industry funding model (2020-21) (2020-21 CRIS). We
explain any material variance by subsector.

We measure how well ASIC is performing by evaluating the outcomes we
achieve against a number of benchmarks, which include qualitative and
quantitative measures of our performance.

We publish a number of reports to provide greater transparency and
understanding of our regulatory and fees-for-service activities.

Financial estimates

Industry funding levies

267 In 2021-22, $332.2 million of costs relating to our regulatory activities are
expected to be recovered through levies on industry: see Table 82.

Table 82: Actual and estimated expenses, revenue, balances and cumulative balances

Figure type Actual figure Estimates for Estimates for Estimates for

for 2020-21 2021-22 2022-23 2023-24
Expenses $348.3m $367.7m $359.9m $361.8m
Revenue $313.5m $332.3m $359.9m $361.8m
Balance (revenue minus expenses) ($34.8m) ($35.4m) Nil Nil
Cumulative balance ($0.6m) $0.0m Nil Nil

Note: The financial adviser levy relief (see paragraph 5) resulted in an under recovery of $34.2 million in financial year 2020-21.
The $0.6 million balance carried forward from 2020-21 to 2021-22 represents 2020-21 costs that were not recovered from
deregistered companies. This amount is carried forward in accordance with s10(6)(b) of the Cost Recovery Levy Act.

Variance analysis by industry sector

268 Table 83 sets out the actual expenses we incurred in 2020-21 for each sector
and subsector and the variance between our estimates in the 2020-21 CRIS
and actual expenses.

269 We continually refine our strategic planning and budgeting processes. This
refinement ensures that we work efficiently and accurately to identify threats
and harms in our regulated environment, and prioritise the work we need to
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270

271

do to address those threats and harms. This enables us to allocate our
resources—including staff and budget—in a strategic way and to minimise
the risk of significant deviation from budget.

However, we cannot predict all changes in our operating environment and in
the conduct of the regulated population, and we maintain flexibility in our
resourcing to adapt to developments. This is likely to result in some variance
between our estimated costs and our actual costs over the year. For instance,
in the context of enforcement, we may necessarily have to shift or strengthen
our focus in certain areas during the year and we have mechanisms,
including the ESA, to adapt to those changes.

A key contributing factor to the variance in 2020-21 has been the variance in

enforcement costs. In the 2020-21 Budget, ASIC received additional
funding to meet the level of regulatory activity expected by the community

and the Australian Government in response to conduct within the financial

services industry. Following the Financial Services Royal Commission, we

have used our increased resources to:

(2) build our enforcement capability;

(b) deal with a greater range of matters falling within our priority areas; and

(c) accelerate enforcement outcomes.

272 The nature of enforcement matters often evolve as they progress through

investigation and litigation. This also contributes to the variance between our

estimated and actual costs. For example, enforcement costs may be higher

than expected as the need for staff and external services increases, or lower

than expected as a matter reaches a close.

273 Where there has been a material variance between the actual costs and the
original estimate for 2020-21, we have provided a breakdown of the

regulatory activities for the subsector: see Table 84—Table 95.

Table 83: Variance between estimated and actual regulatory costs recoverable through levies
in 2020-21, by industry sector and subsector

All industry sectors
Sector
Corporate sector
Deposit taking and credit sector

Investment management, superannuation and related
services sector

Market infrastructure and intermediaries sector

Actual cost Estimated cost Variance
$83.900m $84.427m ($0.527m)
$59.314m $47.032m $12.282m
$59.127m $65.217m ($6.091m)
$57.392m $60.804m ($3.412m)
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Sector

Financial advice sector

Insurance sector

Total regulatory costs recovered through levies
Corporate sector

Subsector

Listed corporations

Unlisted public companies

Large proprietary companies

Auditors of disclosing entities

Registered company auditors

Registered liquidators

Total regulatory costs recovered through levies

Actual cost

$26.636m

$27.724m

$314.092m

Actual cost

$58.247m

$2.973m

$7.925m

$7.823m

$1.807m

$5.125m

$83.900m

Estimated cost

$76.129m

$26.014m

$359.623m

Estimated cost

$54.701m

$6.183m

$4.806m

$7.077m

$4.107m

$7.552m

$84.427m

Note: The figures in this table do not include the cost of regulating small proprietary companies.

Deposit taking and credit sector
Subsector
Credit providers
Small and medium amount credit providers
Credit intermediaries
Deposit product providers
Payment product providers
Margin lenders

Total regulatory costs recovered through levies

Actual cost

$33.057m

$4.897m

$11.362m

$7.521m

$2.406m

$0.070m

$59.314m

Estimated cost

$29.567m

$2.220m

$8.153m

$4.489m

$2.492m

$0.111m

$47.032m

Investment management, superannuation and related services sector

Subsector
Superannuation trustees
Responsible entities

Wholesale trustees

Actual cost

$26.948m

$25.204m

$3.008m

Estimated cost

$29.213m

$28.944m

$3.402m

Variance
($49.493m)
$1.710m

($45.531m)

Variance
$3.546m
($3.210m)
$3.119m
$0.746m
($2.301m)
($2.427m)

($0.527m)

Variance
$3.491m
$2.677m
$3.209m
$3.032m

($0.086m)
($0.041m)

$12.282m

Variance
($2.265m)
($3.740m)

($0.393m)
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Subsector

Custodians

IDPS operators

MDA providers

Traditional trustee company service providers

Operators of notified foreign passport funds

Total regulatory costs recovered through levies
Market infrastructure and intermediaries sector

Subsector

Large securities exchange operators

Large futures exchange operators

Small futures exchange operators

Small securities exchange operators with self-listing
function only

Small securities exchange operators
New specialised market operators
Established specialised market operators
Overseas market operators

Exempt CS facility operators

Tier 1 CS facility operators

Tier 2 CS facility operators

Tier 3 CS facility operators

Tier 4 CS facility operators

Australian derivative trade repository operators
Exempt market operators

Credit rating agencies

Large securities exchange participants

Large futures exchange participants

Actual cost

$0.311m

$0.953m

$2.418m

$0.278m

$0.007m

$59.127m

Actual cost

$4.601m

$1.427m

$0.640m

$0.001m

$0.570m

$0.004m

$0.685m

$0.441m

$0.004m

$1.600m

$0.171m

$0.026m

$0.001m

$0.127m

$0.068m

$0.056m

$19.942m

$3.624m

Estimated cost

$0.787m

$0.934m

$1.623m

$0.314m

$0.000m

$65.217m

Estimated cost

$3.511m

$1.386m

$0.539m

$0.002m

$0.430m

$0.008m

$0.551m

$0.231m

$0.005m

$1.791m

$0.201m

$0.091m

$0.007m

$0.371m

$0.034m

$0.224m

$18.996m

$6.382m

Variance
($0.476m)
$0.019m
$0.795m
($0.036m)
$0.007m

($6.091m)

Variance
$1.090m
$0.041m
$0.100m

($0.001m)

$0.140m
($0.004m)
$0.134m
$0.209m
($0.001m)
($0.192m)
($0.029m)
($0.064m)
($0.006m)
($0.244m)
$0.035m
($0.168m)
$0.946m

($2.758m)
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Subsector

Securities dealers

Corporate advisers

OTC traders

Retail OTC derivatives issuers

Benchmark administrator licensees

Wholesale electricity dealers

Total regulatory costs recovered through levies
Financial advice sector

Subsector

Licensees that provide personal advice to retail clients
on relevant financial products

Licensees that provide personal advice to retail clients
on products that are not relevant financial products

Licensees that provide general advice only

Licensees that provide personal advice to wholesale
clients only

Total regulatory costs recovered through levies

Actual cost

$1.945m

$1.665m

$8.725m

$10.559m

$0.424m

$0.087m

$57.392m

Actual cost

$25.759m

$0.190m

$0.603m

$0.085m

$26.636m

Estimated cost

$1.368m

$2.527m

$10.497m

$11.164m

$0.397m

$0.091m

$60.804m

Estimated cost

$71.354m

$1.761m

$2.971m

$0.043m

$76.129m

Variance
$0.576m
($0.862m)
($1.771m)
($0.606m)
$0.027m
($0.005m)

($3.412m)

Variance

($45.595m)

($1.571m)

($2.368m)

$0.041m

($49.493m)

Note: The variance for licensees that provide personal advice to retail clients on relevant financial products is the result of the

financial adviser levy relief—see paragraph 5.

Insurance sector

Subsector Actual cost Estimated cost Variance
Insurance product providers $24.595m $21.114m $3.480m
Insurance product distributors $3.011m $4.616m ($1.605m)
Risk management product providers $0.119m $0.284m ($0.165m)
Total regulatory costs recovered through levies $27.724m $26.014m $1.710m
Analysis by regulatory activity for material variances
274 A variance is considered material if the difference between the total actual

costs and the estimated costs for the subsector are greater than 10% of the
estimated costs and greater than $2 million in total.
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Small and medium amount credit providers

275 Table 84 breaks down the difference between actual and estimated costs for
each of our regulatory activities for the small and medium amount credit

providers subsector in 2020-21.

276 The actual costs for the subsector exceeded our estimated costs by

$2.7 million (121%). The main driver for the variance was that enforcement
costs were higher than estimated as a result of increased investigation and
court action costs relevant to this subsector. Furthermore, increased intensity
in our other regulatory work in this subsector also contributed to the

variance, including increased surveillance work.

277 As a result of the variance in direct costs, the various indirect costs allocated
to the subsector were also higher than our estimated costs.

Table 84: Analysis for subsectors with a material variance—Small and medium amount credit

providers (2020-21)
Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure
Less costs funded by own-source revenue
Adjustment for prior year (under or over recovery)

Total costs to be recovered by levy

Actual cost
$0.590m

$1.940m

$0.115m
$0.008m
$0.044m
$0.077m

$0.599m
$0.553m
$0.423m
$0.656m

$5.006m
$0.288m
($0.001m)
($0.395m)

$4.897m

Estimated cost
$0.369m

$0.641m

$0.058m
$0.016m
$0.026m
$0.053m

$0.259m
$0.206m
$0.162m
$0.310m

$2.099m
$0.120m
$0.000m
$0.001m

$2.220m

Variance
$0.220m

$1.300m

$0.057m
($0.007m)
$0.018m
$0.024m

$0.340m
$0.347m
$0.262m
$0.346m

$2.907m
$0.167m
(50.001m)
($0.395m)

$2.677m
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Deposit product providers

278 Table 85 breaks down the difference between actual and estimated costs for
each of our regulatory activities for the deposit product providers subsector.

279 The actual costs for the subsector exceeded our estimated costs by
$3.0 million (68%). The main driver for the variance was that enforcement
costs were higher than estimated as a result of an increased volume of

enforcement action relevant to this subsector.

Table 85: Analysis for subsectors with a material variance—Deposit product providers

(2020-21)
Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure
Less costs funded by own-source revenue
Adjustment for prior year (under or over recovery)

Total costs to be recovered by levy

Actual cost

$2.051m

$3.195m

$0.119m
$0.009m
$0.050m
$0.172m

$0.635m
$0.630m
$0.567m
$0.922m

$8.351m
$0.533m
($1.371m)
$0.008m

$7.521m

Estimated cost
$2.061m

$1.223m

$0.097m
$0.022m
$0.050m
$0.178m

$0.302m
$0.272m
$0.309m
$0.619m

$5.134m
$0.345m
($1.000m)
$0.010m

$4.489m

Variance
($0.010m)

$1.972m

$0.022m
(80.013m)
($0.000m)

($0.006m)

$0.333m
$0.357m
$0.258m
$0.303m

$3.217m
$0.188m
($0.371m)
($0.002m)

$3.032m
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Large proprietary companies

280 Table 86 breaks down the difference between actual and estimated costs for
each of our regulatory activities for the large proprietary companies
subsector.

281 The actual costs for this subsector exceeded our estimated costs by

$3.1 million (65%). The main driver for the variance was that enforcement
costs were higher than estimated as a result of increased investigation and
court action costs for a number of major enforcement actions relevant to this

subsector.

282 As a result of the variance in direct costs, the various indirect costs allocated

to the subsector were also higher than our estimated costs.

Table 86: Analysis for subsectors with a material variance—Large proprietary companies

(2020-21)
Expense
Supervision and surveillance
Enforcement

Other regulatory activities
Industry engagement
Education
Guidance

Policy advice

Indirect costs
Governance, central strategy and legal
IT support
Operations support

Property and corporate services
Total operating expenditure
Allowance for capital expenditure
Less costs funded by own-source revenue
Adjustment for prior year (under or over recovery)

Total costs to be recovered by levy

Actual cost
$0.187m

$4.223m

$0.032m
$0.005m
$0.017m
$0.063m

$0.799m
$0.768m
$0.497m
$0.944m

$7.535m
$0.439m
($0.069m)
$0.021m

$7.925m

Estimated cost
$0.118m

$2.384m

(80.001m)
$0.012m
$0.002m
$0.039m

$0.508m
$0.439m
$0.293m
$0.680m

$4.475m
$0.245m
($0.068m)
$0.154m

$4.806m

Variance
$0.069m

$1.838m

$0.033m
(80.007m)
$0.015m
$0.024m

$0.291m
$0.329m
$0.203m
$0.264m

$3.059m
$0.194m
($0.002m)
($0.133m)

$3.119m
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Credit intermediaries

283 Table 87 breaks down the difference between actual and estimated costs for
each of our regulatory activities for the credit intermediaries subsector in

2020-21.

284 The actual costs for this subsector exceeded our estimated costs by
$3.2 million (39%). The main driver for the variance was that enforcement
costs were higher than estimated, due to an increased volume of enforcement

action relevant to this subsector.

285 As a result of the variance in direct costs, the various indirect costs allocated

to the subsector were also higher than our estimated costs.

Table 87: Analysis for subsectors with a material variance—Credit intermediaries (2020-21)

Expense Actual cost Estimated cost Variance
Supervision and surveillance $1.204m $1.267m ($0.063m)
Enforcement $4.402m $2.312m $2.091m
Other regulatory activities
Industry engagement $0.222m $0.191m $0.031m
Education $0.017m $0.082m ($0.065m)
Guidance $0.085m $0.085m $0.000m
Policy advice $0.148m $0.184m ($0.036m)
Indirect costs
Governance, central strategy and legal $1.225m $0.833m $0.392m
IT support $1.137m $0.667m $0.470m
Operations support $0.866m $0.527m $0.339m
Property and corporate services $1.355m $1.011m $0.344m
Total operating expenditure $10.661m $7.159m $3.502m
Allowance for capital expenditure $0.611m $0.409m $0.201m
Less costs funded by own-source revenue ($0.008m) $0.000m ($0.008m)
Adjustment for prior year (under or over recovery) $0.099m $0.585m ($0.486m)
Total costs to be recovered by levy $11.362m $8.153m $3.209m
Insurance product providers
286 Table 88 breaks down the difference between actual and estimated costs for

each of our regulatory activities for the insurance product providers

subsector.
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287 The actual costs for the subsector exceeded our estimated costs by
$3.5 million (17%). The main driver for the variance was that enforcement
costs were higher than estimated due to an increased volume of enforcement

action relevant to this subsector.

288 As a result of the variance in direct costs, the various indirect costs allocated

to the subsector were also higher than our estimated costs.

Table 88: Analysis for subsectors with a material variance—Insurance product providers

(2020-21)

Expense Actual cost Estimated cost Variance
Supervision and surveillance $3.585m $3.514m $0.071m
Enforcement $5.847m $1.710m $4.137m
Other regulatory activities

Industry engagement $0.959m $1.060m ($0.101m)

Education $2.956m $4.644m ($1.688m)

Guidance $0.676m $0.190m $0.486m

Policy advice $1.635m $2.182m ($0.548m)
Indirect costs

Governance, central strategy and legal $2.138m $1.864m $0.274m

IT support $1.939m $1.428m $0.511m

Operations support $1.606m $1.055m $0.551m

Property and corporate services $2.525m $2.488m $0.037m
Total operating expenditure $23.865m $20.135m $3.730m
Allowance for capital expenditure $1.314m $1.044m $0.270m
Less costs funded by own-source revenue ($0.582m) ($0.092m) ($0.490m)
Adjustment for prior year (under or over recovery) ($0.002m) $0.027m ($0.029m)
Total costs to be recovered by levy $24.595m $21.114m $3.480m

Credit providers
289 Table 89 breaks down the difference between actual and estimated costs for

each of our regulatory activities for the credit provider subsector in 2020-21.

290 The actual costs for this subsector exceeded our estimated costs by
$3.5 million (12%). The main driver for the variance was that enforcement
costs were higher than estimated as a result of increased investigation and
court action costs, as well as an increased volume of enforcement action,

relevant to this subsector.
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291 As a result of the variance in direct costs, the various indirect costs allocated
to the subsector were also higher than our estimated costs.

Table 89: Analysis for subsectors with a material variance—Credit providers (2020-21)

Expense Actual cost Estimated cost Variance
Supervision and surveillance $7.142m $6.914m $0.229m
Enforcement $9.975m $7.475m $2.501m

Other regulatory activities

Industry engagement $1.122m $0.868m $0.254m
Education $0.070m $0.315m ($0.244m)
Guidance $0.431m $0.392m $0.039m
Policy advice $0.759m $0.831m ($0.072m)

Indirect costs

Governance, central strategy and legal $3.213m $2.898m $0.315m
IT support $3.009m $2.349m $0.660m
Operations support $2.681m $2.006m $0.676m
Property and corporate services $3.595m $3.648m ($0.053m)
Total operating expenditure $31.998m $27.695m $4.303m
Allowance for capital expenditure $1.883m $1.642m $0.240m
Less costs funded by own-source revenue ($1.103m) $0.000m ($1.103m)
Adjustment for prior year (under or over recovery) $0.280m $0.229m $0.051m
Total costs to be recovered by levy $33.057m $29.567m $3.491m

Responsible entities

292 Table 90 breaks down the difference between actual and estimated costs for each
of our regulatory activities for the responsible entities subsector in 2020-21.

293 The actual costs for the subsector were lower than our estimated costs by
$3.7 million (13%). The main contributor to the variance was enforcement
costs being lower than estimated. This was largely due to certain matters
reaching their closing stages, and lower investigation and court action costs
for new and continuing enforcement matters relevant to this subsector.
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Table 90: Analysis for subsectors with a material variance—Responsible entities (2020-21)

Expense Actual cost Estimated cost Variance
Supervision and surveillance $3.432m $1.700m $1.732m
Enforcement $6.660m $10.779m ($4.120m)

Other regulatory activities

Industry engagement $0.865m $0.342m $0.523m
Education $1.295m $2.289m ($0.995m)
Guidance $1.769m $0.885m $0.883m
Policy advice $0.904m $0.760m $0.144m

Indirect costs

Governance, central strategy and legal $2.450m $2.916m ($0.466m)
IT support $2.105m $2.189m ($0.084m)
Operations support $1.927m $1.720m $0.207m
Property and corporate services $2.610m $3.556m ($0.946m)
Total operating expenditure $24.017m $27.138m ($3.121m)
Allowance for capital expenditure $1.431m $1.569m ($0.138m)
Less costs funded by own-source revenue ($0.356m) $0.000m ($0.356m)
Adjustment for prior year (under or over recovery) $0.112m $0.237m ($0.125m)
Total costs to be recovered by levy $25.204m $28.944m ($3.740m)

Registered liquidators

294 Table 91 breaks down the difference between actual and estimated costs for
each of our regulatory activities for the registered liquidators subsector in
2020-21.

295 The actual costs for the subsector were lower than our estimated costs by

$2.4 million (32%). This was mainly due to lower than estimated
enforcement costs as certain matters reached their closing stages.

Table 91: Analysis for subsectors with a material variance—Registered liquidators (2020-21)

Expense Actual cost Estimated cost Variance
Supervision and surveillance $1.536m $1.570m ($0.034m)
Enforcement $0.821m $1.812m ($0.991m)
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Expense Actual cost Estimated cost Variance
Other regulatory activities

Industry engagement $0.227m $0.207m $0.020m

Education $0.042m $0.108m ($0.065m)

Guidance $0.043m $0.032m $0.011m

Policy advice $0.080m $0.079m $0.001m
Indirect costs

Governance, central strategy and legal $0.674m $1.056m ($0.382m)

IT support $0.502m $0.705m ($0.203m)

Operations support $0.339m $0.495m ($0.157m)

Property and corporate services $0.555m $1.032m ($0.476m)
Total operating expenditure $4.820m $7.096m ($2.276m)
Allowance for capital expenditure $0.340m $0.444m ($0.105m)
Less costs funded by own-source revenue ($0.035m) ($0.034m) ($0.000m)
Adjustment for prior year (under or over recovery) $0.000m $0.046m ($0.046m)
Total costs to be recovered by levy $5.125m $7.552m ($2.427m)

Large futures exchange participants
296 Table 92 breaks down the difference between actual and estimated costs for

each of our regulatory activities for the large futures exchange participants

subsector in 2020-21.

297 The actual costs for the subsector were lower than our estimated costs by
$2.8 million (43%). This was largely due to lower than estimated

enforcement costs as certain matters reached their closing stages.

Table 92: Analysis for subsectors with a material variance—Large futures exchange

participants (2020-21)

Expense Actual cost
Supervision and surveillance $0.866m
Enforcement $1.081m

Other regulatory activities

Industry engagement $0.220m
Education $0.002m
Guidance $0.108m
Policy advice $0.024m

Estimated cost

$0.868m

$2.517m

$0.238m
$0.007m
$0.093m
$0.039m

Variance
($0.002m)

($1.436m)

(80.017m)
(80.005m)

$0.015m
(80.014m)
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Expense Actual cost Estimated cost Variance

Indirect costs

Governance, central strategy and legal $0.326m $0.646m ($0.320m)
IT support $0.285m $0.505m ($0.220m)
Operations support $0.204m $0.362m ($0.158m)
Property and corporate services $0.339m $0.776m ($0.438m)
Total operating expenditure $3.455m $6.051m ($2.596m)
Allowance for capital expenditure $0.209m $0.331m ($0.122m)
Less costs funded by own-source revenue ($0.041m) $0.000m ($0.041m)
Adjustment for prior year (under over recovery) $0.000m $0.000m $0.000m
Total costs to be recovered by levy $3.624m $6.382m ($2.758m)

Unlisted public companies

298 Table 93 breaks down the difference between actual and estimated costs for
each of our regulatory activities for the unlisted public companies subsector
in 2020-21.

299 The actual costs for this subsector were lower than our estimated costs by

$3.2 million (52%). The variance was mainly due to lower than estimated
enforcement costs as certain matters reached their closing stages.

Table 93: Analysis for subsectors with a material variance—Unlisted public companies (2020-21)

Expense Actual cost Estimated cost Variance
Supervision and surveillance $0.206m $0.073m $0.133m
Enforcement $1.710m $2.988m ($1.278m)

Other regulatory activities

Industry engagement $0.042m ($0.019m) $0.061m
Education $0.001m $0.017m ($0.016m)
Guidance $0.020m ($0.007m) $0.027m
Policy advice $0.040m $0.011m $0.029m

Indirect costs

Governance, central strategy and legal $0.157m $0.635m ($0.478m)
IT support $0.195m $0.559m ($0.364m)
Operations support $0.116m $0.364m ($0.248m)
Property and corporate services $0.223m $0.844m ($0.620m)
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Expense Actual cost Estimated cost Variance
Total operating expenditure $2.711m $5.464m ($2.752m)
Allowance for capital expenditure $0.162m $0.530m ($0.368m)
Less costs funded by own-source revenue ($0.000m) $0.000m ($0.000m)
Adjustment for prior year (under or over recovery) $0.100m $0.190m ($0.090m)
Total costs to be recovered by levy $2.973m $6.183m ($3.210m)
Registered company auditors
300 Table 94 breaks down the difference between actual and estimated costs for

each of our regulatory activities for the registered company auditors

subsector in 2020-21.

301 The actual costs for the subsector were lower than our estimated costs by

$2.3 million (56%). The variance was mainly due to lower than estimated

enforcement costs as certain matters reached their closing stages.

Table 94: Analysis for subsectors with a material variance—Registered company auditors

(2020-21)
Expense Actual cost
Supervision and surveillance $0.296m
Enforcement $0.655m

Other regulatory activities

Industry engagement $0.016m
Education $0.001m
Guidance $0.003m
Policy advice $0.019m

Indirect costs

Governance, central strategy and legal $0.194m
IT support $0.181m
Operations support $0.118m
Property and corporate services $0.212m
Total operating expenditure $1.695m
Allowance for capital expenditure $0.101m
Less costs funded by own-source revenue ($0.010m)

Estimated cost

$0.299m

$1.776m

$0.017m
$0.000m
$0.007m
$0.035m

$0.472m
$0.378m
$0.255m
$0.591m

$3.829m

$0.208m

$0.000m

Variance
($0.004m)

($1.121m)

(80.001m)

$0.001m
(80.004m)
(80.016m)

(80.278m)
(80.197m)
(80.137m)
(80.379m)

($2.135m)
($0.107m)

($0.010m)
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Expense Actual cost Estimated cost Variance
Adjustment for prior year (under or over recovery) $0.021m $0.070m ($0.049m)
Total costs to be recovered by levy $1.807m $4.107m ($2.301m)

Licensees that provide general advice

302 Table 95 breaks down the difference between actual and estimated costs for
each of our regulatory activities for the licensees that provide general advice
only subsector in 2020-21.

303 The actual costs for the subsector were lower than our estimated costs by
$2.4 million (80%). The variance was mainly due to lower than estimated
enforcement costs as certain matters reached their closing stages.

Table 95: Analysis for subsectors with a material variance—Licensees that provide general
advice (2020-21)

Expense Actual cost Estimated cost Variance
Supervision and surveillance $0.176m $0.190m ($0.014m)
Enforcement $0.086m $1.334m ($1.248m)

Other regulatory activities

Industry engagement $0.033m ($0.020m) $0.053m
Education $0.006m $0.042m ($0.036m)
Guidance $0.020m ($0.002m) $0.022m
Policy advice $0.014m $0.014m ($0.000m)

Indirect costs

Governance, central strategy and legal $0.058m $0.320m ($0.262m)
IT support $0.053m $0.294m ($0.242m)
Operations support $0.034m $0.187m ($0.153m)
Property and corporate services $0.061m $0.420m ($0.359m)
Total operating expenditure $0.541m $2.779m ($2.238m)
Allowance for capital expenditure $0.035m $0.157m ($0.123m)
Less costs funded by own-source revenue $0.000m $0.000m $0.000m
Adjustment for prior year (under or over recovery) $0.027m $0.035m ($0.008m)
Total costs to be recovered by levy $0.603m $2.971m ($2.368m)
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304

305

306

307

Licensees that provide personal advice to retail clients on relevant financial
products

We will recover $25.8 million in regulatory costs from licensees that provide
personal advice to retail clients on relevant financial products for 2020-21,
compared with our estimated recovery of $71.4 million. This variance is the
result of the financial adviser levy relief (see paragraph 5), which restored in
the graduated component of the levy charged for this subsector to its 2018—19
level for two years (2020-21 and 2021-22).

Annual dashboard

To increase the transparency of our expenditure, we publish the annual
dashboard report. The annual dashboard report discloses information about

our regulatory costs for the previous financial year.

The annual dashboard shows, for each sector, how we have apportioned our
costs in 2020-21 by the type of activity undertaken and the expenses
incurred. It also sets out our total regulatory costs in relation to leviable
entities, and how we have apportioned those costs across each industry
sector and subsector.

Fees for service

We estimate that approximately $16.9 million of our regulatory costs will be
recovered under the fees-for-service model in 2021-22, based on historic
volumes of applications: see Table 96.

Table 96: Actual and estimated expenses, revenue and variances

Figure type Actual figures Estimates for Estimates for Estimates for

for 2020-21 2021-22 2022-23 2023-24
Expenses $25.1m $16.9m $16.9m $16.9m
Revenue $14.5m $16.9m $16.9m $16.9m
Variance (revenue minus expenses) ($10.6m) Nil Nil Nil

Note: See Section N for a discussion of the risk that the fees for service will not match our actual regulatory costs.

308

309

The variance for 2020-21 is due to an increase in costs since 2017, when the
fees were set.

We will continue to report our performance against our service charter
targets in the annual performance statements we publish in our annual report.

© Australian Securities and Investments Commission October 2022 Page 182


https://asic.gov.au/about-asic/what-we-do/how-we-operate/asic-industry-funding/regulatory-costs-and-levies/#Annualdashboardreport
https://asic.gov.au/about-asic/what-we-do/how-we-operate/asic-industry-funding/regulatory-costs-and-levies/#Annualdashboardreport
http://asic.gov.au/about-asic/corporate-publications/asic-annual-reports/

Cost Recovery Implementation Statement: ASIC industry funding model (2021-22)

Financial performance

310

311

The invoices for industry funding levies are issued each January. The CRIS
will provide information about the recovery of regulatory costs for the
financial year and the amount of any excess or shortfall in the recovery of
our costs in relation to that financial year.

Balance management strategy

Our balance management strategy is set out in the Cost Recovery Levy Act.
This ensures that our balance management strategy is transparent and
equitable. In allocating our regulatory costs we must reduce our regulatory
costs by the amount of any excess levy paid in relation to the previous
financial year. Similarly, where there has been a shortfall in the recovery of
our costs in relation to the previous financial year, we must increase our
regulatory costs by the shortfall. We must attribute any excess or shortfall to
the subsectors in which the excess or shortfall previously arose.

Non-financial performance

312

313

314

315

316

Industry levies

There are a number of ways in which ASIC provides information on the non-
financial performance of our regulatory activities.

Corporate plan
The corporate plan outlines our vision and our strategic priorities.

The corporate plan includes a specific section, Measuring and evaluating
our performance, which sets out the outcomes we use to measure our
performance and the evidence of those outcomes.

Annual report

Our annual report is a record of ASIC’s activities and performance for the
financial year. We publish an annual performance statement as part of our
annual report each year, in compliance with s39(1)(a) of the PGPA Act. This
outlines how we have performed over the last financial year, using the
performance indicators outlined in the corporate plan.

ASIC enforcement and regulatory updates

Our enforcement and regulatory updates, published quarterly, provide
information on the key regulatory and enforcement activities we have

undertaken in each quarter.
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Regulator Performance Framework

317 We published our self-assessment under the Regulator Performance
Framework for 2021-22 in May 2022: see Report 727 Regulator
Performance Framework: ASIC self-assessment 2020-21 (REP 727).

Fees for service

318 We provide information on the non-financial performance of the fees-for-
service activities on an ongoing basis. There are two key mechanisms that
will enable stakeholders to evaluate whether outputs have been produced and
outcomes have been achieved:

(a) the review of the fee schedule every three years; and

(b) our reporting on fees-for-service activities.

Review of the fee schedules

319 Under the fees-for-service model, we will review our fees every three years.
This ongoing assessment will ensure that the fees remain appropriate and
provide an incentive to deliver our services at the most efficient cost. The
review may need to occur earlier if there is:

(a) achange to the work required to provide a particular fees-for-service
activity; or

(b) amaterial variation in the cost of delivering the activity and the fee
charged.

320 Any amendments to Sch 1 to the Fees Regulations will require consultation, in
accordance with the Australian Government’s legislative consultation process.

Other accountability measures

321 Under the Cost Recovery Guidelines, meeting the principle of transparency

and accountability involves reporting on performance for the activity on an
ongoing basis. Access to information about our fees-for-service activities
can help stakeholders determine whether our cost-recovered activities are
being implemented efficiently and effectively.

ASIC service charter

322 We take all reasonable steps to deliver on our commitments in our AS/C
service charter. The ASIC service charter sets out the most common
interactions we have with our stakeholders and what our stakeholders can
expect when they deal with ASIC. It explains how we respond to requests,
including requests relating to our regulatory activities that will be recovered
through fees for service, such as applications for licences or relief from the
law.
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323 The ASIC service charter sets out our target timeframes for resolving
matters. If we are unable to deal with an application or query within our
target timeframe, we will:

(a) provide an interim response to inform you of our progress;
(b) review the progress of your matter and prioritise its resolution as
quickly as possible; and

(¢) where necessary, escalate your matter for consideration and decision by
the appropriate decision-making body within ASIC.

324 We will continue to review our service standards and the ASIC service
charter and report on our service charter results.

Reports on our fees-for-service activities

325 We publish a number of reports to provide greater transparency and
understanding of our fees-for-service activities. For example:

(@) licensing and professional registration—we publish an annual report on
our licensing and professional registration activities. The report
provides greater transparency about our AFS licensing, credit licensing
and professional registration assessment and decision-making processes
and outcomes, and the risks we identified as part of those processes.

(b) compliance review of documents—we provide updates on our corporate

finance regulation activities through quarterly newsletters. These
updates highlight key developments in our regulation and oversight of
fundraisings, mergers and acquisitions transactions, corporate
governance, and other general corporate finance matters.
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Q Key events and dates

This section sets out an outline of the key events and estimated dates for

industry funding.

Table 97: Key events and estimated dates
Key event
Publish annual dashboard report for 2020-21
Issue invoices for 2020-21
Publish draft 2021-22 CRIS for feedback
Invoices due for payment
ASIC portal opens for 2021-22 annual returns
Publish ASIC Corporate Plan 2022—-26: Focus 2022-23
Publish final 2021-22 CRIS
Publish Annual Report 2021-22
Finalise final regulatory cost estimates for 2022-23

Make legislative instrument with business activity details made and publish annual
dashboard report for 2021-22

Issue invoices for 2021-22

Publish draft 2022—23 CRIS for feedback

Estimated date
December 2021
February 2022

June 2022

April 2022

July to September 2022
August 2022

October 2022
October 2022
November 2022
December 2022
Between January and
March 2023

Between April and June
2023
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R  CRIS approval and change register

The table below shows approvals and changes relating to this CRIS.

The Charging Risk Assessment rating for this CRIS is high.

Table 98: CRIS approval and change register

Date Description Approved by Comments
September 2022 Certification of the CRIS ASIC Chair Not applicable
October 2022 Approval of the CRIS Approved by the Not applicable

Treasurer and agreed for
release by the Minister
for Finance
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Appendix: List of non-confidential respondents

o Australian Financial Markets Association (AFMA)

. Australian Restructuring Insolvency & Turnaround Association (ARITA)
. Association of Superannuation Funds of Australia Limited (ASFA)

. Cash Converters

. Chartered Accountants Australia and New Zealand (CAANZ)
o Institute of Managed Account Professionals Ltd
o Mortgage & Finance Association of Australia (MFAA)

. Financial Planning Association of Australia (FPA)
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Key terms

Term

2020-21 CRIS

AFS licence

AFS licensee

allowance for capital
expenditure
APRA

ASIC Act

ASX

ATO

auditors of disclosing
entities

Australian derivative
trade repository
operators

Australian market
licence

benchmark
administrator licence

benchmark
administrator licensee

CADB

CFR

claims handling and
settling services
providers

Meaning in this document

Cost Recovery Implementation Statement: ASIC industry
funding model (2020-21)

An Australian financial services licence under s913B of
the Corporations Act that authorises a person who carries
on a financial services business to provide financial
services

Note: This is a definition contained in s761A.

A person who holds an AFS licence under s913B of the
Corporations Act

A figure equal to ASIC’s departmental capital budget and
equity injection appropriations to develop infrastructure to
support new regulatory responsibilities

Australian Prudential Regulation Authority

Australian Securities and Investments Commission Act
2001

ASX Limited or the exchange market operated by ASX
Limited

Australian Taxation Office

Authorised audit companies and audit firms that audit
disclosing entities with quoted securities

Has the meaning given in reg 59 of the Cost Recovery
Levy Regulations

An Australian market licence under s795B of the
Corporations Act that authorises a person to operate a
financial market

A benchmark administrator licence under s908BC(1) of
the Corporations Act that authorises a person to
administer a significant financial benchmark

The holder of a benchmark administrator licence

Companies Auditors Disciplinary Board, formerly known
as the Companies Auditors and Liquidators Disciplinary
Board (CALDB)

Council of Financial Regulators

Has the meaning given in reg 72AA of the Cost Recovery
Levy Regulations
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Term

Corporations Act

corporate advisers

Cost Recovery

Guidelines

Cost Recovery Levy
Act

Cost Recovery Levy
Regulations

credit licence

credit licensee

credit provider

credit rating agencies

CRIS

CS facility

CS facility licence

CS facility operator

CSF

CSF intermediary

CSF regime

custodian

deposit product
provider

ESA

Meaning in this document

Corporations Act 2001, including regulations made for the
purposes of that Act

Has the meaning given in reg 63 of the Cost Recovery
Levy Regulations

Australian Government Cost Recovery Guidelines

ASIC Supervisory Cost Recovery Levy Act 2017

ASIC Supervisory Cost Recovery Levy Regulations 2017

An Australian credit licence under s35 of the National
Credit Act that authorises a licensee to engage in
particular credit activities

A person who holds an Australian credit licence under
s35 of the National Credit Act

Has the meaning given in s5 of the National Credit Act

Has the meaning given in reg 60 of the Cost Recovery
Levy Regulations

Cost Recovery Implementation Statement

A clearing and settlement facility as defined in s768A of
the Corporations Act

An Australian CS facility licence under s824B that
authorises a person to operate a CS facility in Australia

An entity that operates a CS facility under a CS facility
licence

Crowd-sourced funding

An AFS licensee whose licence expressly authorises the
licensee to provide a crowd-funding service

Note: See s738C of the Corporations Act.

The statutory regime for crowd-sourced funding in
Pt 6D.3A of the Corporations Act regulating CSF offers

A person with primary contractual responsibility to an
AFS licensee to act as, or directly or indirectly engage, an
asset holder

Australian deposit-taking institutions (i.e. banks, credit
unions and building societies) that provide deposit
products to consumers, such as deposit accounts,
certificates of deposit, and foreign currency deposits

ASIC Enforcement Special Account
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Term

equity injection
appropriation

exempt CS facility
operators

exempt market
operators

fees for service

fees-for-service
activities

Fees Regulations

financial adviser levy

relief

financial advisers
register

financial product
advice

Financial Services
Royal Commission

flat levy

Meaning in this document

Funds provided by the Australian Government to ASIC to
enable investment in assets (e.g. capital expenditure)

Market infrastructure providers that hold an exemption
from the requirement to hold a CS facility licence

Market infrastructure providers that hold an exemption
from the requirement to hold a market licence

Fees charged to recover our costs for services provided

ASIC activities for which we will charge a fee. These can
be broadly categorised as:

* licensing application or variation services;

* registration application services;

* compliance review of documents lodged with ASIC;
* requests for changes to market operating rules; and

» assessing applications for relief
Corporations (Fees) Regulations 2001

Temporary relief for AFS licensees that provide personal
advice to retail clients on relevant financial products. The
relief restored the graduated component of the levy
charged for this subsector to its 2018—19 level for two
years (2020-21 and 2021-22)
Note: See the Hon. Josh Frydenberg MP, former Treasurer,
and Senator the Hon. Jane Hume, former Minister for
Superannuation, Financial Services and the Digital Economy,

Temporary and targeted relief on ASIC levies for financial
advisers, joint media release, 30 August 2021.

A register maintained by ASIC of individuals who are
authorised to provide personal advice to retail clients on
investments, superannuation and life insurance

A recommendation or a statement of opinion, or a report
of either of these things, that:

* is intended to influence a person or persons in making
a decision about a particular financial product or class
of financial product, or an interest in a particular
financial product or class of financial product; or

» could reasonably be regarded as being intended to
have such an influence.
This does not include anything in an exempt document or
statement
Note: This is a definition contained in s766B of the

Corporations Act.

Royal Commission into Misconduct in the Banking,
Superannuation and Financial Services Industry

Has the meaning given in paragraphs 64-65
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Term

FSI

FTE staff
FYE

general advice

graduated levy

IDPS

IDPS operator

INFO 257 (for
example)

insurance product
distributors

insurance product
providers

I0SCO

IT

large proprietary
companies

LIF reforms

listed corporations
managed investment
scheme

margin lenders

market licensee

market participants

Meaning in this document
Financial System Inquiry
Full-time equivalent staff
Full-year equivalent

Financial product advice that is not personal advice

Note: This is a definition contained in s766B(4) of the
Corporations Act.

A levy based on the graduated levy component formula,
where all entities in a subsector must pay:

* a minimum levy; and

* an additional variable component, based on each
entity’s share of relevant activity within the subsector

An investor directed portfolio service as defined in Class
Order [CO 13/763] Investor directed portfolio services or
any instrument that amends or replaces that class order

An entity that operates an IDPS

An ASIC information sheet (in this example numbered
257)

Has the meaning given in reg 70 of the Cost Recovery
Levy Regulations

Has the meaning given in reg 72 of the Cost Recovery
Levy Regulations

International Organization of Securities Commissions
Information technology

Has the meaning given in reg 16 of the Cost Recovery
Levy Regulations

The Life Insurance Framework reforms, which came into
effect on 1 January 2018

Has the meaning given in reg 22 of the Cost Recovery
Levy Regulations

Has the meaning given in s9 of the Corporations Act

Has the meaning given in reg 23 of the Cost Recovery
Levy Regulations

The holder of an Australian market licence

Note: This is a definition contained in s761A of the
Corporations Act.

Has the meaning given in s761A of the Corporations Act
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Term

market supervision
cost recovery
market surveillance
system

MBR program

MDA

medium amount
credit contract

National Credit Act

own-source revenue

oTC

OTC traders

payment product

providers

PDS

personal advice

PGPA Act

process service

reg 20 (for example)

registered company
auditors

Meaning in this document

Cost recovery for market competition associated with the
transfer of the market supervision function to ASIC in
2010.

ASIC’s system for surveilling financial markets

Modernising Business Registers program
Managed discretionary account

Has the meaning given in s204 of the National Credit
Code (Sch 1 to the National Credit Act)

National Consumer Credit Protection Act 2009

Revenue generated from sources such as sub-leasing
office space to other agencies, publishing royalties and
the recovery of court-awarded costs

Over the counter

Has the meaning given in reg 66 of the Cost Recovery
Levy Regulations

Has the meaning given in reg 28 of the Cost Recovery
Levy Regulations

A Product Disclosure Statement—a document that must
be given to a retail client for the offer or issue of a
financial product in accordance with Div 2 of Pt 7.9 of the
Corporations Act

Note: See s761A for the exact definition.

Financial product advice given or directed to a person
(including by electronic means) in circumstances where:

* the person giving the advice has considered one or more
of the person’s objectives, financial situation and needs; or

* areasonable person might expect the person giving the
advice to have considered one or more of these
matters

Note: This is a definition contained in s766B(3) of the
Corporations Act.

Public Governance Performance and Accountability Act
2013

The official service of documents on a party that alerts
them that court proceedings have been initiated

A regulation of the Cost Recovery Levy Regulations (in
this example numbered 20), unless otherwise specified

Has the meaning given in reg 18 of the Cost Recovery
Levy Regulations
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Term

registered liquidator

registered scheme

registrable

superannuation entity

relevant financial
product

REP 633 (for
example)

responsible entity
retail client

retail OTC derivatives
issuers

RG 260 (for example)
risk management

product providers

RSE licensee

s§912C (for example)

SCT

securities dealers

SIS Act

small amount credit
contract

small proprietary
companies

SMSF

superannuation fund

Meaning in this document

A person registered by ASIC under s20-30 of Sch 2 to the
Corporations Act

A managed investment scheme that is registered under
s601EB of the Corporations Act

Has the meaning given in the SIS Act

A financial product other than a basic banking product,
general insurance product, consumer credit insurance, or
a combination of any of these products: see s922C of the
Corporations Act

An ASIC report (in this example numbered 633)

A responsible entity of a registered scheme as defined in
s9 of the Corporations Act

A client as defined in s761G of the Corporations Act and
Div 2 of Pt 7.1 of the Corporations Regulations 2001

Has the meaning given in reg 61 of the Cost Recovery
Levy Regulations

An ASIC regulatory guide (in this example numbered
260)

Has the meaning given in reg 71 of the Cost Recovery
Levy Regulations

A registrable superannuation entity licensee—has the
meaning given in s10 of the SIS Act

A section of the Corporations Act (in this example
numbered 912C), unless otherwise specified

Superannuation Complaints Tribunal

Has the meaning given in reg 67 of the Cost Recovery
Levy Regulations

Superannuation Industry (Supervision) Act 1993

Has the meaning given in s5 of the National Credit Act

Has the meaning given in s45A(2) of the Corporations Act

A self-managed superannuation fund

Has the meaning given in s10(1) of the SIS Act
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Term

superannuation
trustee

supervisory college

Takeovers Panel

threats, harms and
behaviours
framework

Tier 1 CS facility

Tier 2 CS facility

Tier 3 CS facility

Tier 4 CS facility

TPD

traditional trustee
company services

unlisted public
companies

weighted average
hourly rate

wholesale client

Meaning in this document

A person or group of persons licenced by APRA under
s29D of the SIS Act to operate a registrable
superannuation entity (e.g. superannuation fund) (also
known as an ‘RSE licensee’)

Supervisory colleges were established to facilitate the
exchange of information between the supervisors of
internationally active credit rating agencies, to foster more
effective supervision of these agencies

The panel established under s171 of the ASIC Act and
given various powers under Pt 6.10 of the Corporations Act

Has the meaning given in paragraphs 47—-48

Has the meaning given in reg 54 of the Cost Recovery
Levy Regulations

Has the meaning given in reg 55 of the Cost Recovery
Levy Regulations

Has the meaning given in reg 56 of the Cost Recovery
Levy Regulations

Has the meaning given in reg 57 of the Cost Recovery
Levy Regulations

Total and permanent disability

Has the meaning given in s601RAC(1) of the
Corporations Act, and includes:

» performing estate management functions (as defined in
s601RAC(2));

» preparing a will, a trust instrument, a power of attorney
or an agency arrangement;

 applying for probate of a will, applying for grant of
letters of administration, or electing to administer a
deceased estate;

* establishing and operating common funds; and

* any other services prescribed by the regulations for the
purpose of s601RAC(1)

Has the meaning given in reg 17 of the Cost Recovery
Levy Regulations

Has the meaning given in paragraphs 226—229

A client who is not a retail client as defined in s761G of
the Corporations Act and Div 2 of Pt 7.1 of the
Corporations Regulations 2001
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Term Meaning in this document

wholesale electricity Has the meaning given in reg 62 of the Cost Recovery
dealers Levy Regulations

wholesale trustee Has the meaning given in reg 37 of the Cost Recovery
Levy Regulations
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Related information

Headnotes

cost recovery, education, enforcement, fees for service, flat levy, graduated
levy, guidance, industry engagement, industry funding model, levies, policy
advice, regulatory activity, regulatory costs, stakeholder engagement,
supervision and surveillance

Instruments

ASIC Corporations and Credit (Reference Checking and Information
Sharing Protocol) Instrument 2021/429

ASIC (Supervisory Cost Recovery Levv—Regulatory Costs) Instrument
2021/0938

ASIC (Supervisory Cost Recovery Levv—Annual Determination) Instrument
2021/0936

ASIC (Fees—Complexity Criteria) Instrument 2018/578

Regulatory guides

RG 38 The hawking prohibition

RG 51 Applications for relief

RG 78 Breach reporting by AFS licensees and credit licensees
RG 180 Auditor registration

RG 260 Communicating findings from audit files to directors, audit
committees or senior managers

RG 271 Internal dispute resolution

RG 275 The deferred sales model for add-on insurance

Legislation
Australian Securities and Investments Commission Act 2001
ASIC Supervisory Cost Recovery Levy Act 2017, s10(6)(b)

ASIC Supervisory Cost Recovery Levy Amendment (Levies Relief)
Regulations 2021
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ASIC Supervisory Cost Recovery Levy (Collection) Act 2017

ASIC Supervisory Cost Recovery Levy (Consequential Amendments) Act
2017

ASIC Supervisory Cost Recovery Levy Regulations 2017, regs 20(3), 72(2)
Australian Charities and Not-for-profits Commission Act 2012
Business Names Registration Act 2011

Corporations Act 2001, Ch 5; Pts 7.2, 7.3, 7.5A, 7.5B; s601EA, 764A,
791C, 795B, 827A, 910A, 911A(2)(1), 912C, 926A(2), 1324, 1325A

Corporations (Fees) Act 2001

Corporations (Fees) Amendment (ASIC Fees) Act 2018
Corporations (Fees) Regulations 2001

Corporations (Review Fees) Regulations 2003
Insurance Act 1973

Insurance Contracts Act 1984

Legislation Act 2003

Life Insurance Act 1995, s21

National Consumer Credit Protection Act 2009, s5

National Consumer Credit Protection (Fees) Amendment (ASIC Fees) Act
2018

National Consumer Credit Protection (Fees) Regulations 2010

National Consumer Credit Protection (Transitional and Consequential
Provisions) Act 2009

Public Governance Performance and Accountability Act 2013, s39(1)(a)
Superannuation Industry (Supervision) Act 1993

Superannuation Industry (Supervision) Amendment (ASIC Fees) Act 2018
Superannuation Auditor Registration Imposition Act 2012

Superannuation Auditor Registration Imposition Amendment (ASIC Fees)
Act 2018

Superannuation Auditor Registration Imposition Regulation 2012
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Treasury Laws Amendment (ASIC Cost Recovery and Fees) Regulations
2019 (exposure draft)

Treasury Laws Amendment (ASIC Fees) Regulations 2018

Reports

REP 566 Surveillance of credit rating agencies

REP 633 Holes in the safety net: a review of TPD insurance claims

REP 675 Default insurance in superannuation. Member value for money
REP 700 Licensing and professional registration activities: 2021 update

REP 727 Regulator Performance Framework: ASIC self-assessment 202021

Information sheets
INFO 257 ASIC reference checking and information sharing protocol

INFO 259 Complying with the notify, investigate and remediate obligations

Consultation papers
CP 332 Promoting access to affordable advice for consumers

CP 351 Superannuation forecasts: Update to relief and guidance

ASIC forms

See ‘Fees for ASIC regulatory services’

Other ASIC documents

Annual Report 2020-21

ASIC service charter

Corporate Finance Update, Issue 8

Corporate Plan 2021-25: Focus 2021-22

ePayments Code

Statement of Intent, August 2021

What recent reforms mean for disaster insurance claims, December 2021

© Australian Securities and Investments Commission October 2022 Page 199


https://treasury.gov.au/consultation/c2018-t354963/
https://treasury.gov.au/consultation/c2018-t354963/
https://asic.gov.au/regulatory-resources/find-a-document/reports/rep-566-surveillance-of-credit-rating-agencies/
https://asic.gov.au/regulatory-resources/find-a-document/reports/rep-633-holes-in-the-safety-net-a-review-of-tpd-insurance-claims/
https://asic.gov.au/regulatory-resources/find-a-document/reports/rep-675-default-insurance-in-superannuation-member-value-for-money/
https://asic.gov.au/regulatory-resources/find-a-document/reports/rep-700-licensing-and-professional-registration-activities-2021-update/
https://asic.gov.au/regulatory-resources/find-a-document/reports/rep-727-regulator-performance-framework-asic-self-assessment-2020-21/
https://asic.gov.au/regulatory-resources/financial-services/reference-checking-directory-for-financial-services-industry/asic-reference-checking-and-information-sharing-protocol/
https://asic.gov.au/regulatory-resources/financial-services/reportable-situations-for-afs-and-credit-licensees/complying-with-the-notify-investigate-and-remediate-obligations/
https://asic.gov.au/regulatory-resources/find-a-document/consultation-papers/cp-332-promoting-access-to-affordable-advice-for-consumers/
https://asic.gov.au/regulatory-resources/find-a-document/consultation-papers/cp-351-superannuation-forecasts-update-to-relief-and-guidance/
https://asic.gov.au/about-asic/what-we-do/how-we-operate/asic-industry-funding/fees-for-asic-regulatory-services/
https://asic.gov.au/about-asic/corporate-publications/asic-annual-reports/#ar21
https://asic.gov.au/about-asic/what-we-do/how-we-operate/performance-and-review/asic-service-charter/asic-service-charter/
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Non-ASIC documents
AASB 10 Consolidated financial statements

CFR, Application of the regulatory influence framework for cross-border

central counterparties, March 2014

CFR, Regulatory expectations for conduct in operating cash equities

clearing and settlement, September 2017

Department of Finance, Australian Government Charging Framework

Department of Finance, Australian Government Charging Framework:

Resource Management Guide No. 302

Department of Finance, Australian Government Regulatory Charging Risk
Assessment (PDF 196 KB)

Department of Finance, Cost Recovery Guidelines

Frydenberg, ] & Hume, J, Temporary and targeted relief on ASIC levies for
financial advisers, joint media release, 30 August 2021

FSI, Financial System Inquiry: Final report, December 2014

O’Dwyer, K, Registered charities not required to pay ASIC levy, July 2018

Senate Economics References Committee, Performance of the Australian

Securities and Investments Commission, June 2014

Treasury, Introduction of Australian Securities and Investments

Commission’s fees-for-service under the industry funding model:

Consultation paper, November 2017

Treasury, Proposed industry funding model for the Australian Securities and

Investments Commission: Consultation paper, August 2015
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