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Email: asicfunding@treasury.gov.au

Dear SirfMadam

Proposed Industry Funding Model for the Australian Securities and Investment
Commission

As the union representing staff in the the Australian Securities and Investment Commission
(ASIC), the Community and Public Sector Union (CPSU) welcomes the opportunity to make
a submission regarding the proposed industry funding model for ASIC.

ASIC plays an essential role in protecting investors and creditors and ensuring public
confidence in Australia’s financial markets. The CPSU is concerned that cuts to ASIC
funding are affecting its ability to do its job.

In the 2014-15 Budget, cuts of $120.1m over five years to ASIC were announced’ as well as
the imposition of an efficiency dividend of $47m over four years.” The cuts for the 2014-15
financial year alone were $44 million, or around 12 per cent of ASIC’s budget.®

ASIC had warned that the cuts would result in a substantial reduction of proactive
surveillance® and earlier this year revealed that it had scaled back activities aimed at
uncovering corporate wrongdoing. Specifically, ASIC's chief of operations confirmed a
scaling back of proactive surveillance where investigators target as-yet unreported corporate
misbehaviour according to its "statutory" role of registering and regulating companies.®
Continuing the 2014-15 cuts would mean that less than 2 per cent of financial advice
licensees will be subject to proactive surveillance by ASIC.°?

Reversing these budget cuts however, will not be sufficient provide ASIC with the resources
to properly target corporate misbehaviour as underfunding of the Commission has been long
term. In 2012, an International Monetary Fund report concluded that while ASIC earned its
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reputation as an effective regulator, it was “hampered in its ability to fully carry out proactive
supervision because of the lack of budgetary resources. " The CPSU also notes that this
year, ASIC's chairman stated that ASIC is "very thinly resourced across the board and
everyone from the day I first started the job has been saying 'you don't have enough

money."

The CPSU supports greater resourcing and a more stable funding model for ASIC. However,
it has significant concerns about moving to a hybrid model where many regulatory activities,
such as surveillance, enforcement and policy advice, are funded by industry while ASIC'’s
overall funding is still determined through the Budget process.

ASIC's overall funding will still be determined through the Budget process undermining one
of the key benefits of a user-pays model, allowing ASIC to no longer be reliant on year-by-
year funding determined by the Budget process, while problems, such as large firms
attempting to exert undue influence on funding, remain.’

The CPSU notes there is strong opposition to the industry funding model by banks and listed
companies'® and would be concerned about political pressure to reduce fees and therefore
resourcing to ASIC if it is adopted. The industry consultation process associated with the
user pays model and identified in the consultation process creates an ongoing mechanism
for the organisations regulated by ASIC to lobby for reductions in ASIC’s funding

The consultation paper states that ASIC’s total funding will be set out in the Commonwealth
Budget with the levies to be determined each year to cover the relevant shares of ASIC's
funding for that year. While the consultation paper states that any shortfall in collections
would be recovered in the relevant area in the following year, there may be pressure from
industry to lower levies and fees, resulting in the reduction of regulatory activities to meet
funding levels set by the Budget process.

The CPSU is particularly concerned about the potential increase in influence from industry,
which may result in reduced resourcing to an already underfunded ASIC. The proposed
consultation process is that each September, industry will be able to comment on whether
ASIC funding levels are appropriate and charges are being minimised, creating an incentive
for industry to continually push for lower levies and reduced regulatory activities.

The CPSU notes that, if implemented, industry stakeholders will be given the opportunity to
shape the implementation of the industry funding model through involvement in the Cost
Recovery Stakeholder Panel. The close involvement of industry in developing and
implementing the industry funding model creates a risk of regulatory capture.”

The CPSU is also concerned that the adoption of an industry-funding model has been linked
to the privatisation of the ASIC registry.’” The CPSU does not support the privatisation of the
registry as it is an effective organisation which also provides a significant source of income
for government. The adoption of any industry-funding model for ASIC must not be contingent
on privatisation.
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The CPSU is happy to provide information on the matters raised in this submission and
supplementary information on other relevant issues. Given that a change of this magnitude
to ASIC has potential implications for workload and staffing, an ongoing process of
consultation with the CPSU is requested.

For further information please contact Dr Kristin van Barneveld, Director of Research via
email Kristin.vanbarneveld@cpsu.org.au or 0420 316 825.

Yours faithfully

Alistair Waters
National President







