
 

 

 

 

 
 
1 May 2018 
 
Manager, Corporations Policy Unit 
Consumer and Corporations Policy Division 
Financial System Division 
The Treasury 
Langton Crescent 
Parkes  ACT  2600 
 

By email:  ASICFunding@treasury.gov.au 
 
Dear Treasury, 
 

AFA Submission – ASIC Fees-for-Service 
 

The Association of Financial Advisers Limited (AFA) has served the financial advice industry for over 70 
years.  Our objective is to achieve Great Advice for More Australians and we do this through:  
 

• advocating for appropriate policy settings for financial advice  

• enforcing a Code of Ethical Conduct  

• investing in consumer-based research  

• developing professional development pathways for financial advisers  

• connecting key stakeholders within the financial advice community  

• educating consumers around the importance of financial advice  
 

The Board of the AFA is elected by the Membership and all Directors are practicing financial advisers.  
This ensures that the policy positions taken by the AFA are framed with practical, workable outcomes 
in mind, but are also aligned to achieving our vision of having the quality of relationships shared 
between advisers and their clients understood and valued throughout society.  This will play a vital 
role in helping Australians reach their potential through building, managing and protecting wealth.  
 
In this submission we make reference to our previous submission to Treasury of 15 December 2017 
with respect to ASIC Fees-for-Service. 
 

Introduction 
 
As previously stated, as a high-level principle, the AFA supports a user pays model for ASIC.   
 
We are very conscious of the significant increase in fees for some services, such as applying for an 
AFSL, varying an AFSL and even cancelling an AFSL.  Whilst we believe that the licensing process is 
particularly important, as it is an essential barrier to prevent the wrong people getting into the 
sector, it is our view that the proposed cost of these services is excessive.  We are concerned about 
the competition impact of these changes, as it is likely to prevent some people from choosing to take 
out their own licence.   
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In the context of the issues that have been raised in the last two weeks at the Royal Commission into 
Banking, Superannuation and Financial Services, particularly with respect to vertical integration, it is 
likely that an increasing number of financial advisers will be thinking about moving away from 
institutionally owned licensees and taking out their own licence.  The Royal Commission has 
specifically raised the consideration of licensing at the individual level as opposed to the entity level.  
The significant increase in the cost of this, at this exact time, is going to have a huge impact upon 
these decisions and the future structure of the sector.  In the context of such important issues being 
considered, it might be viewed as unreasonable or even opportunistic for such significant costs for an 
AFSL application to apply at this point in time. 
 
The increase in the cost of ASIC fees-for-service needs to be viewed alongside the other important 
recent cost increases, all of which could serve to both reduce the number of participants in the 
sector and drive up the cost of providing advice so that it is only affordable to the most wealthy.  
Financial advisers are also facing a significant cost in undertaking additional education as part of 
complying with the new Professional Standards legislation.  The cost of the education reforms, when 
viewed alongside the cost of taking out their own licence may significantly impact upon the decisions 
that some advisers choose to make.  There is a high probability that faced with the choices that they 
are at the moment that many older advisers will decide to exit the financial advice sector rather than 
invest in their education and obtaining an AFS licence. 
 
Also, within the context of the issues raised by the Royal Commission, it is our view that the 
proposed cost to suspend or cancel a licence is too high and that there should be little or no barrier 
for someone who has decided that they should no longer be in the business of operating an AFSL to 
exit.  If this enables people who are no longer suited or committed to the sector to leave, then we 
believe there should be a discount on the full cost.  Having said this, we do not appreciate why it 
should cost $899 to cancel a licence.  Any unrecovered amount, as a result of reducing the cost to 
cancel a licence, could be rolled into the overall financial adviser ASIC levy. 
 
One important issue that is not made clear is the cost where a licence application or licence variation 
application is rejected.  Will fees be charged for these services or does it make better sense to have a 
reduced fee, particularly where they are excluded at an early stage in the process?  We believe that 
some fee should be charged for rejected applications, but appreciate that there may be reasons and 
circumstances where a different rate might be appropriate. 
 
In this submission we have focused our comments on the Treasury Laws Amendment (ASIC Fees) 
Regulation 2018 and Schedule 1 Fees in the Corporations (Fees) Regulations 2001.  We have also 
focused our comments upon fees that are likely to apply to financial advice licensees and financial 
advisers. 
 

Scale of the Increase 
 
We are very conscious of the potential impact of a change in the cost of applying for an AFSL as an 
individual increasing from $825 to as much as $7,537, which is an increase of 913%.  For an entity, 
the cost is increasing from $1,485 to as much as $11,305, which is an increase of 761%.  In terms of 
the cost to vary an Australian Financial Services Licence, the increase can be as much as 1,938%.  The 
scale of these increases is substantial, and we question whether they should have been phased in 
over a longer period of time, particularly when the financial advice sector is subject to such 
uncertainty at this point in time. 
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Capacity for Low, Medium and High Complexity 
 
The legislation allows for different pricing to apply in the context of whether the matter involves low, 
medium or high complexity.  We note however that in the case of applying for or varying an AFSL, 
the regulations are only taking advantage of the low and high complexity options.  In terms of cost, 
the high complexity pricing can be as much as 225% of the cost of a low complexity case.  Services 
such as the application for an AFSL, are not homogenous, and the cost for ASIC to complete 
processing the application will potentially vary greatly.  This model does not provide simplicity or 
certainty.  The difference between low complexity and high complexity is unclear and is likely to be 
applied in a somewhat arbitrary manner.  The border between low complexity and high complexity is 
going to be a very fine border, which is inevitably going to generate a lot of dissatisfaction for those 
whose application lands on the wrong side of that border.  We would recommend that the medium 
complexity category be utilised to reduce the risk of arbitrary decisions and inequity in the outcome. 
 
We note that there is no indication at this stage as to how this measure of complexity is going to be 
assessed, although it will be done via an ASIC legislative instrument.  Such an instrument will need to 
be developed very quickly as this fees regime is scheduled to start in less than two months’ time.  We 
have previously expressed a view on the importance of this assessment being an objective measure, 
rather than subjective. 
 

ASIC Hourly Rate 
 
The AFA was surprised by the ASIC hourly charge rate of $175.95, although noting that this is a fully 
costed rate.  We had assumed that the hourly rate on a pure cost basis, with no provision for any 
margin, would have been less than $175.95 per hour. 
 

Variability in the Pricing 
 
We note with interest that when it comes to varying a retail client AFSL for an individual, the cost of 
a high complexity case is 225% of the cost of a low complexity case, whereas for an entity the cost of 
a high complexity case is 143% of the cost of a low complexity case.  There is no explanation as to the 
variability of the pricing difference between the low complexity and high complexity cases, or why it 
is so much less for entities as opposed to individuals. 
 

The Size of the Caps and the Need for a Focus upon Efficiency 
 
The legislation has proposed new caps for ASIC fees-for-service that involve substantial increases on 
the current caps.  We also note that these caps are substantially above the maximum amounts in the 
fee schedules.  We question whether so much room for increases should be allowed and also 
emphasise that there should be greater priority placed on driving improvements in efficiency so that 
the prices can be reduced over time rather than increased.  
 

The Difference Between Electronic and Paper Based Processing 
 
We note the very substantial difference in the cost between electronic based and paper-based 
applications.  It is understandable why ASIC would promote a more efficient approach by using 
electronic means, however it is difficult to see how the difference could represent a 50% increase in 
the cost.  We believe that rather than such a large difference in the fee, ASIC could do more to 
encourage applicants to use the electronic means.  This might involve investigating reasons why 
some applicants use the paper based approach. 
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Concluding Remarks 
 
The AFA is supportive of a sensible fee-for-service model for ASIC.  We note that the impact of these 
fee increases at a time of such uncertainty in the financial advice sector is likely to have a significant 
impact upon the future make-up of the sector.  We believe that the costing model, particularly 
during the early years needs to take into account the competition, behavioural and regulatory 
implications.  We therefore express our concerns about the substantial increase in the cost of AFSL 
applications, AFSL variations and AFSL cancellations.  We believe that there are grounds to support a 
reduction in these increases or a phasing in approach. 
 
Overall, we are concerned that a rapid and excessive increase in ASIC fees-for-service will potentially 
reduce competition, have an upward influence on the level of institutionalisation of advice and also 
drive up the cost of advice for some licensees to the extent that advice is no longer affordable to 
average Australians. 
 
The AFA welcomes further consultation with Treasury should it require clarification of anything in this 
submission.  If required, please contact us on (02) 9267 4003. 
 
Yours faithfully,  
 

 
Philip Kewin 
Chief Executive Officer  
Association of Financial Advisers Ltd 
 


