The Financial Services Reform Act 2001

Study of Compliance and Reporting Costs

The Financial Services Reform Act 2001 (FSRA), introduced in March 2004, forms a key part of the government’s transformation of the financial services industry.  The introduction of the FSRA changed the compliance and reporting requirements placed on Australian Financial Services (AFS) licensees.  The Australian Securities and Investments Commission (ASIC) is currently reviewing the reporting requirements with a view to make the legislation more effective for financial planners and others who provide financial advice.  An improved understanding of compliance and reporting costs will assist ASIC in this task.

The aim of this study is to know more about the costs of compliance and reporting faced by large and small AFS licensees as a result of the reform of licensing requirements.  This aim will be achieved by means of this nationwide survey run by an independent research team from Victoria University, Melbourne and Manukau Institute of Technology, Auckland, supported by The Taxpayers Research Foundation Ltd.

You have been chosen to take part in this survey as you are a current holder of an AFS license.  The results will form the basis of future policy advice and every reply is vital to enable the results to be as full and accurate as possible.  The impact of changed licensing requirements affects all AFS licensees, so even if you think that your own costs may not be significant please fill in the questionnaire.  It is important that you answer each question as accurately as you can, however the survey should take you no longer than 15 minutes to complete.  Please answer each item.

The information that you supply will be treated as strictly confidential and used only for the purposes of the survey.  It will be grouped with all other responses so that your individual data will be anonymous.  The aggregated results will be contained in a project report.  Please indicate in the following box if you wish to be provided with a copy of this report.  
Please provide an address so the report can be forwarded to you.


(
Address:
Please return your response to this survey by 31 August 2005, in the enclosed, reply-paid envelope.  If you have any queries about any of the questions, please contact the project leader using the following email address and/or telephone number:

Victoria Wise

Email:
victoria.wise@vu.edu.au
Ph: 
03 99194885

· .This survey should be completed on behalf of the AFS licensee to whom it is addressed.

· Please ignore all other related business entities

	Please tick (()an appropriate box.

	
	

	1
	The AFS license-holder is a:

	
	Sole trader
	(

	
	Partnership
	(

	
	Private company
	(

	
	Public company
	(

	
	Trust
	(

	
	Superannuation fund
	(

	
	Non-profit organisation
	(

	
	Government enterprise
	(

	
	Other (please describe)
	(

	
	

	2
	If the AFS licensee is a company, it is a:

	
	Single company (i.e. not part of a group of companies)
	(

	
	Parent of an Australian group of companies
	(

	
	Parent of an international group of companies
	(

	
	Subsidiary of an Australian company
	(

	
	Subsidiary of an overseas company
	(

	
	Other (please describe)
	(


	3
	What is the range of your business activities?

	
	Local (within one state)
	(

	
	National (interstate)
	(

	
	International (Australia and overseas)
	(


	4
	What is the main activity of the business?  Dealing in/managing:

	
	General insurance products
	(

	
	Life insurance products and broking
	(

	
	Managed investments
	(

	
	Securities and/or derivatives products
	(

	
	Underwriting financial products
	(

	
	Superannuation and Retirement Savings Account products
	(

	
	Foreign exchange products
	(

	
	Deposit and payment (including non-cash) products
	(

	
	Other (please describe)
	(

	
	

	5
	From where in Australia is the business managed?

	
	Australian Capital Territory
	(
	New South Wales
	(

	
	Northern Territory
	(
	Queensland
	(

	
	South Australia
	(
	Tasmania
	(

	
	Victoria
	(
	Western Australia
	(

	
	Other (location)
	(

	6
	Estimate the turnover of the business for the 2004-2005 financial year.

	
	Under $2 000 000
	(

	
	$2 000 000 - $100 000 000
	(

	
	Over $100 000 000
	(


	7
	Estimate the total expenses of the business for the 2004-2005 financial year.

	
	Under $2 000 000
	(

	
	$2 000 000 - $100 000 000
	(

	
	Over $100 000 000
	(


	8
	The AFS Licensing compliance and reporting costs of this business (compared to other businesses) are:

	
	
	
	
	

	Very low
	Low
	Average
	High
	Very high

	(
	(
	(
	(
	(

	
	

	
	

	
	

	9
	On average how many people worked in the business in the 2004-2005 financial year?

Please respond in more than one category if appropriate.

	
	
	

	
	Partners/Company directors/Trustees
	………………..

	
	Full-time employees (exclude directors)
	………………..

	
	Part-time employees (worked less than 30 hours a week)
	………………..

	
	Casual employees (not entitled to annual or sick leave)
	………………..

	
	Sub-contractors (outsourcing)
	………………..


	The following questions identify activities that occur because you hold an AFS License.  Please consider only the additional work necessary to meet the requirements of the AFS License compliance and reporting costs in answering the rest of the questionnaire.


	10
	How many of the following people are in any way involved in the compliance and reporting requirements of the AFS License held by the business?  On average, what is the hourly rate paid to these people as wages/salary?

Please indicate more than one category if appropriate.

	
	
	Number of people
	$ Rate/hour

	
	Partners/Company directors/Trustees
	………...
	………...

	
	Managers
	………...
	………...

	
	Internal accountants/lawyers
	………...
	………...

	
	Accounts clerks/bookkeepers
	………...
	………...

	
	Computer programmers/analysts
	………...
	………...

	
	Unpaid friends/relatives
	………...
	………...

	
	External advisers/consultants
	………...
	………...

	
	Other (please describe)
	………...
	………...

	11
	How much did the business spend on education and training to meet AFS Licensing compliance and reporting requirements?

	
	
	

	
	Over the three years to 20 June 2004
	$…..………….

	
	During the 2004-2005 financial year
	$…..………….


	12
	How much do you estimate you will need to spend per year to ensure that your business stays current with AFS Licensing educational and training needs?

	
	
	$…..………….


	13
	Did the introduction of the Financial Services Reform Act 2001 in March 2004 require the business to acquire new computer software, or to modify existing computer software?

	
	
	
	

	
	Acquisition of new software
	(   Yes
	(   No

	
	If you answered Yes, how much was spent acquiring new software
	$…..………….

	
	
	
	

	
	Modification of existing software
	(   Yes
	(   No

	
	If you answered Yes, how much was spent modifying existing software
	$…..………….


	14
	Did the business acquire any external AFS Licensing compliance and reporting advice in 2004-2005?

	
	Yes
	(

	
	No
	(

	

	15
	If you answered Yes in question 14, who provided this advice?

Please tick more than one box if appropriate.

	
	Australian Securities and Investments Commission
	(

	
	Accountants
	(

	
	Lawyers
	(

	
	Other (please describe)
	(

	
	
	

	
	
	

	16
	Estimate the amount the business paid for this advice from:

	
	Australian Securities and Investments Commission
	$………………

	
	Accountants
	$.......…………

	
	Lawyers
	$.......…………

	
	Other (please describe)
	$.......…………

	

	17
	If you ticked more than one box in Question 15, which was the main source of the compliance and reporting advice?

	
	………………………………………………………
	

	
	………………………………………………………
	

	18
	In which areas did the business require the AFS Licensing compliance and reporting advice that it acquired from external sources?

Please tick more than one box if appropriate.

	
	Licensee financial statements
	(..1

	
	Audit
	(..2

	
	AFS Licensee conduct and/or prohibited conduct
	(..3

	
	Hawking
	(..4

	
	Product disclosure statements
	(..5

	
	Advertising or promotion of financial products
	(..6

	
	Cooling-off
	(..7

	
	Insider trading
	(..8

	
	Fee disclosure
	(..9

	
	Breaches of the financial services law
	(..10

	
	Anti-money laundering
	(..11

	
	Other (please describe)
	(..12

	
	

	19
	If you ticked more than one box in Question 18, which was the most important to the business?

	
	
	(

	
	Which was the next most important to the business?
	

	
	
	(


	20
	If you could have made a specific claim from the government for the time and money spent by the business dealing with AFS Licensing compliance and reporting in 2004-2005, how much would you have claimed as fair compensation?

	
	
	$.......................


	21
	Please use the scale below to indicate your attitude to the following statements.



	The compliance and reporting requirements of the AFS Licensing system
	Strongly disagree
	Disagree
	Neutral/don’t know
	Agree
	Strongly agree

	(a) help to improve accountability
	(
	(
	(
	(
	(

	(b) help to improve corporate governance
	(
	(
	(
	(
	(

	(c) improve knowledge of the financial services law
	(
	(
	(
	(
	(

	(d) help to combat money laundering activities
	(
	(
	(
	(
	(

	(e) improve knowledge of financial products
	(
	(
	(
	(
	(

	(f) assist with customer relations
	(
	(
	(
	(
	(

	(g) improve knowledge of dispute resolution and related compensation arrangements
	(
	(
	(
	(
	(

	22
	Use the table below to estimate the total number of hours each month spent on AFS Licensing activities by the people noted in question 10.  If the business has more than one person in a category, provide the total number of hours for people in that category.  Some AFS compliance and reporting activities occur only once or twice a year.  Please attempt to include this time when recording monthly times.

	
	Partners/

Directors/

Trustees
	Managers
	Internal

Accountants/

Lawyers
	Accounts clerks/

Bookkeepers
	Computer

Programmers/

Analysts
	Unpaid friends/

Relatives

	Keeping compliance records
	
	
	
	
	
	

	Learning about compliance requirements
	
	
	
	
	
	

	Learning about new compliance requirements
	
	
	
	
	
	

	Training and maintaining the competency of staff
	
	
	
	
	
	

	Preparation of Statements of Advice (SOA)
	
	
	
	
	
	

	Preparing and lodging reports and returns (exclude SOA)
	
	
	
	
	
	

	Dealing with ASIC (eg. correspondence, telephone)
	
	
	
	
	
	

	Compliance and reporting planning
	
	
	
	
	
	

	Implementing compliance changes
	
	
	
	
	
	

	Anti-money laundering client verification (100 points ID)
	
	
	
	
	
	

	Preparing itemised accounts
	
	
	
	
	
	

	Internal dispute resolution
	
	
	
	
	
	

	External dispute resolution
	
	
	
	
	
	

	Other (please describe)
	
	
	
	
	
	

	Please use the scale below to indicate your attitude to the following statement concerning your compliance and reporting costs as an AFS licensee. Please tick one box only.

	23
	My compliance and reporting costs are insignificant.

	Strongly disagree
	Disagree
	Neutral/Don’t know
	Agree
	Strongly agree

	(
	(
	(
	(
	(


Thank you again for completing this survey.  

Please respond by 31 August 2005.
