
Unpacking Australia’s 
Compliance 
Regulatory 
Framework

Ranking 4th within the Asia-Pacific region in the 2022 Index of Economic Freedom, Australia’s economy is a leading and 
significant contributor across many industries globally. There is a myriad of factors that are conducive to Australia’s 
long-standing economic success and freedom – yet arguably none of these are more important than the laws and 
regulations that the nation is bound by. 

Many industries derive great benefit from the stable political environment as well as the various governing and legal 
bodies, and the protections they afford whilst overseeing their respective industries. The industry that possibly derives 
the greatest benefit from Australia’s well-renowned legal and regulatory system is the nations largest contributor to 
gross domestic product (GDP), being the financial services industry, with a reported $186.6 billion of revenue in 2021 
according to IBISWorld. 

In this article, we outline how Australia’s financial services industry has prospered upon the legal framework that it is 
built on to become one of the most highly regulated and regarded jurisdictions in the world. 

To conceptualise Australia’s complex compliance regulatory ecosystem, we provide the following sections as an 
introduction to the Australian financial services regulatory and compliance environment: 
i. the regulatory bodies within the Australian financial services industry; 
ii. a concise review of the Australian Securities and Investments Commission’s (ASIC) regulatory authority; 
iii. a summary of The SILC Group’s role as an Australian Financial Services Licence (AFSL) holder; and 
iv. recent developments in the financial services industry and actions being taken by ASIC.
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Section I: Who are the main financial regulatory bodies in Australia?

In Australia, the Council of Financial Regulators (CFR) is the coordinating body of the main financial regulatory 
agencies. Along with the Treasury (whose role is to advise the Australian government on the legislative and regulatory 
framework underpinning the financial system infrastructure), there are four key regulatory bodies that are tasked 
with the responsibility of regulating the financial services industry; namely:
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Regulatory 
Bodies

Australian Securities and 
Investment Commission 

(ASIC)

Australian Prudential 
Regulation Authority 

(APRA)

Reserve Bank of 
Australia (RBA) AUSTRAC

Scope of 
regulation

Australia’s integrated cor-
porate, markets, financial 
services, and consumer credit 
regulator, overseeing market 
conduct and disclosure of 
Australian companies, provide 
Australian Financial Services 
Licences (AFSLs), supervise 
trading, and enforce laws 
against misconduct.

Developing and enforc-
ing prudential standards 
and practices that 
Authorised Deposit-tak-
ing Institutions (ADIs), 
insurers and superannu-
ation funds (other than 
those self-managed) 
must adhere to.

Australia’s central 
bank, where its func-
tion is to contribute to 
the stability and pros-
perity of the Australian 
economy, as well as 
being responsible for 
devising monetary 
policy and maintain-
ing payment systems.

AUSTRAC is responsible 
for preventing, detect-
ing and responding to 
criminal abuse of the 
financial system to 
protect the commu-
nity from serious and 
organised crime.

Products 
regulated

ASIC’s regulatory framework 
covers a wide range of finan-
cial products including secu-
rities, managed investment 
products, derivatives, general 
and life insurance, superannu-
ation, margin lending, carbon 
units, deposit accounts and 
means of payment (such as, 
non-cash payment facilities). 

The APRA focuses on in-
dustry segments instead 
of financial products. 
Within these segments 
are products related to 
banking, insurance, and 
superannuation.

As the RBA’s focus is 
on Australia’s mon-
etary policy, it does 
not focus on financial 
products.

Designated services 
across a range of finan-
cial sectors, including 
bank accounts, lend-
ing, securities trading, 
payment products, 
remittance, crypto 
exchanges, etc

Legislation ASIC is established under 
the Australian Securities and 
Investments Commission Act 
2001 (Cth) (ASIC Act) and reg-
ulates financial services under 
the Corporations Act 2001 
(Cth) (Corporations Act).

APRA is established 
under the Australian 
Prudential Regulation 
Authority Act 1998 (Cth), 
and administers the 
Banking Act 1969 (Cth), 
the Insurance Act, the 
Life Insurance Act 1995 
(Cth) and the SIS Act.

The RBA’s jurisdiction 
and powers are pro-
vided in the Reserve 
Bank Act 1959 (Cth).

Anti-Money Laundering 
and Counter-Terrorism 
Financing Act 2006 
(AML/CTF Act)
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Section II: The realm of ASIC’s regulatory authority

Who is the Australian Securities and Investments Commission (ASIC)?
ASIC supervises the conduct and regulation of Australian companies, financial markets, financial services providers 
and professionals who deal, issue and advise amongst others in financial products including investments, 
superannuation, insurance, non-cash payments, deposits, credit products, derivatives, foreign currency and crowd-
sourcing funding services. 

As a regulatory body with broad powers to regulate the financial services industry, ASIC is tasked and entrusted with 
the following responsibilities: 

• Financial services conduct regulator: ASIC licenses and monitors financial services providers via Australian 
Financial Services Licences (AFSLs) or Australian Credit Licences (ACLs) to ensure that they operate efficiently, 
honestly and fairly. 

• Consumer credit regulator: ASIC licenses and regulates entities engaging in consumer credit activities including 
banks, credit unions, finance companies, and mortgage and finance brokers. 

• Markets regulator: ASIC assesses how effectively authorised financial market operators are complying with their 
legal obligations to operate fair and transparent markets, and advises Parliament regarding new markets. 

ASIC has general administration of the Corporations Act, the principal legislation governing the affairs of companies 
in Australia, as well as the source of most financial services compliance obligations. The Corporations Act imposes 
(i) a singular licensing regime for financial sales, advice and dealing in relation to financial products, (ii) consistent 
and comparable financial product disclosure, and (iii) a single authorisation procedure for financial exchanges and 
clearing and settlement facilities.

“It is imperative that participants in the financial services industry are fully compliant with the significant amount 
of guidance and other requirements published by ASIC. Licensees for hire such as SILC, create a streamlined and 
expedient path to market for those looking to establish a financial services business without having their own 
AFSL or being on top of all of ASIC’s requirements.” -  John Bassilios - Partner, Hall & Wilcox lawyers. 



An AFSL is a legal licence issued by ASIC under Chapter 
7 (section 911A) of the Corporations Act, in line with 
ASIC’s regulatory authority over the financial services 
industry. Any person or entity that is conducting 
financial services business in Australia must hold an 
AFS licence, unless they have an exemption or are 
authorised to provide those services as a representative 
of another person who holds an AFS licence. 

To successfully become an AFSL holder, ASIC must be 
satisfied that the applicant meets the following three 
key criteria:

• Competent to carry on the kind of financial 
services business specified in the application 

• Possess sufficient financial resources to carry on 
the proposed business 

• Able to meet AFS licensee obligations which 
include training, compliance, insurance, dispute 
resolution and other obligations required

In line with AFSL obligations, all licensees are 
required to be committed to ongoing obligations and 
requirements which amongst others, include general 
and financial obligations. To review the compiled 
list of key AFSL obligations and corresponding ASIC 
Regulatory Guides, refer to ASIC’s AFS licensee 
obligations. 

As an AFSL holder, The SILC Group is a licenced provider 
of independent wholesale trustee (including incidental 
custody) and fund administration and registry services. 
The SILC Group has extensive experience in establishing 
managed funds and wholesale trusts including early-
stage venture capital limited partnerships (ESVCLPs), 
and assists investment managers with the end-to-end 
process from establishment, to managing the ongoing 
compliance and governance responsibilities of trusts, 
and providing the fund administration, registry, 
security trustee and facility agency services. 

With a deep understanding of funds management 
across a range of unregistered managed investment 
schemes (including trust structures and trust assets), 
The SILC Group can provide services to a diverse range 
of sponsors across a variety of asset classes including 
private credit, private equity, hedge funds, agriculture, 
infrastructure, real estate, equities, fixed income, and 
fund of funds. 

Becoming an Authorised Representative of an AFSL 
holder 

Authorised Representatives

As an alternative to applying for an AFSL, an AFS 
licensee can authorise a person or corporation 
to operate on behalf of their licence, known as 
an Authorised Representative (AR) or Corporate 
Authorised Representative (CAR) respectively. 

An AR can only provide the financial services that the 
AFS licensee has specifically extended authority to 
the AR and is authorised to provide under its AFSL. As 
such, ARs cannot be appointed to operate registered 
managed investment schemes or provide financial 
services that are not covered by the licensee’s AFSL.
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Section III: AFSL holder requirements and obligations 

“The AFSL regime is modular, allowing different entities 
to play to their strengths.  Entities looking to establish 
a fund will often engage an external trustee company, 
which has the necessary licensing already (saving time 
and effort of obtaining these authorisations) and which 
specialises in performing this fiduciary role.  Investors 
also often value the oversight which an external trustee 
brings” -  Daniel Knight - Partner, K&L Gates.



“Authorised Representatives must ensure that 
they follow the processes and procedures of 
the AFS licensee they are operating under. ASIC 
expects that CARs and ARs are monitored closely 
to ensure that they are not providing services 
beyond what is allowed by the authorising AFS 
licensee.  We strongly encourage all CARs and ARs 
to familiarise themselves with the obligations of 
AFS licensees so they have a good understanding 
of the underlying purpose for the various 
obligations that are imposed on them as part of 
their arrangement.” – Sophie Gerber – Director, 
Sophie Grace Compliance

“Before appointing an individual or entity as 
authorised representative under SILC’s AFSL, we 
first undertake a due diligence process which 
includes regulatory, media and police checks as 
well as procuring professional references for each 
individual appointee. Thereafter, compliance 
reviews are undertaken on a quarterly basis. Our 
key ongoing role in the context of AFS licensee 
is to monitor and provide compliance oversight 
to our authorised representatives to ensure 
that they undertake financial services within 
regulatory confines and SILC’s requirements.” – 
Michelle Tay – Group Executive Director, The SILC 
Group.
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Becoming an AR or CAR 
An AR must be appointed in writing to be able to 
provide a specified financial service or services on 
behalf of the AFS licensee. 
The financial services specified in the authorisation 
agreement may be all or some of the financial services 
covered by the licensee’s AFSL. Generally, it is common 
for the AR appointment to be restricted at the AFS 
licensee’s discretion such as: 
• Financial planning licensees - ARs of financial 

planning licensees or dealer groups are generally 
authorised to provide personal advice and deal in 
a wide range of financial products. The financial 
products are often restricted to those included on 
the licensee’s “approved product list”. 

• Responsible entity or trustee licensees – ARs of 
licensees are generally only authorised to provide 
general advice to clients and may only deal in the 
financial products operated by the licensee. 

As a CAR, sub-authorised individuals (such as directors 
of the corporation) may also be appointed to provide 
financial services on behalf of the AFS licensee, 
provided the AFS licensee consents in writing.
The SILC Group provides CAR services (specifically for 
wholesale clients only) to many astute investment 
managers, guiding them on their regulatory and 
compliance obligations across their operations. 

AR and CAR obligations 
ASIC maintains the expectation that an AFS licensee 
has appropriate measures in place to ensure that due 
skill and care is taken in appointing ARs and CARs 
under their AFSL. As an AFS licensee, they assume the 
responsibility of monitoring the ongoing performance 
of the AR or CAR and must appropriately deal with any 
breaches of the respective AR or CAR. 
To that end, ARs or CARs must not represent themselves 
as AFSL holders. In their respective capacity as AR or 
CAR, it is important proper disclosure outlines:
i. their authorised representative number (issued by 

ASIC), 
ii. authorising AFS licensee details (name and AFSL 

number), and 
iii. the capacity in which financial services are being 

provided.  
Usually, AR and CAR obligations are stated in the 
authorisation agreement and generally include the 
following: 
• ARs and CARs should keep proper records of their 

dealings with their clients, 
• Act in efficiently, honestly and fairly at all times,
• Stay up to-date with training as required by their 

AFS licensee, and 
• Inform the AFS licensee of any breach or incidence 

of non-compliance. 
If an AR or CAR is found to be in breach of their 
obligations, the AFS licensee may at any time suspend 
or revoke the authorisation.



Section IV: ASIC’s holistic crackdown on AFS licensees leaves no stone unturned 
Under the Corporations Act, ASIC may suspend or cancel an AFS licence if AFSL holders fail to comply with any licensee 
requirements. Recently, as part of ASIC’s ongoing efforts to reform the financial services industry, there have been 
multiple cases where ASIC has suspended or cancelled AFSLs with some AFSL holders subjected to heavy fines.

Failing to meet financial reporting and audit obligations 
In 2020, ASIC announced that they had cancelled the AFSL of financial services provider, Australian Golden Securities 
Ltd (Australian Golden Securities). ASIC had previously suspended the firm’s licence in December 2019 on grounds that 
Golden Securities had failed to meet its obligations as a licensee. Specifically, ASIC cited that the firm had failed in its 
obligations to lodge financial and audit reports combined with the inadequate competency and capacity to provide 
the services covered by the licence. During the suspension period, the firm had taken steps to address ASIC’s concerns 
to revoke the suspension. However, ASIC was unsatisfied with the measures implemented by the firm and ultimately, 
terminated the firm’s AFSL.

Failure to properly vet authorised representatives
The Hayne Royal Commission brought to light instances where licensees had failed in the level of due diligence exercised 
when appointing an authorised representative. Dover Financial was famously exposed during the royal commission. 
Terry McMaster, Dover’s owner, was taken to hospital after collapsing on the witness stand. Dover Financial was found 
to have authorised financial planners without performing background checks and ignoring poor references given by 
previous licensees of the financial planners. 

‘Misleading or deceptive’ financial products marketing 
ASIC has proven its intentions to crackdown on ‘misleading or deceptive’ financial products marketing. In a release, they 
announced that all responsible entities of MIS’s were being put ‘on notice’. Deputy Chair, Karen Chester remarked that 
“current market uncertainty and volatility brings a heightened imperative for REs to ensure consumers are not misled 
or misinformed. This is critical when it comes to the investment product’s risk profile, returns and the fund’s liquidity.” 
More recently, ASIC announced that they have commenced civil penalty proceedings against Squirrel Superannuation 
Services Pty Ltd for false or misleading representations. ASIC alleges that the group made misleading representations in 
a brochure they produced promoting investment in residential property. 

ASIC has also proven that even Australia’s larger asset managers are not immune from their crackdown. La Trobe 
Financial is one of Australia’s most well-known investment managers, with $13 billion in assets under management 
(2022). Although, they came under fire recently when ASIC commenced civil penalty proceedings against them in the 
Federal Court late last year. The Court found that La Trobe marketed its flagship Australian Credit Fund in ways that 
were misleading or deceptive to investors. Specifically, the penalty was incurred for the misrepresentation of the Fund’s 
risk-profile and marketed liquidity.

George Harriman, Senior Associate of King Irving notes “ASIC has recently clamped down on financial services 
businesses engaging in misleading and deceptive marketing. The explosive growth in digital advertising has greatly 
increased the amount of marketing material distributed. Through this increase, it is paramount for businesses to 
have robust monitoring processes for distributed materials within their compliance system.” 
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Final Words
Financial service’s firms’ enormous compliance obligations combined with the serious penalties received for non-
compliance, can be perceived as a burden for the Australian financial services industry. However, it must be considered 
as the opposite – providing stability, accountability and great consumer protections - a strength and comparative 
advantage of Investing and operating within Australia. 

The high barriers to entry for service providers coupled with the immense ongoing governance requirements has 
ensured that compliance is a perpetual bedrock of the industry. 
This strong focus on compliance and the stability it yields, has been one of the key attractions for Investors when 
choosing Australia as an investment destination. 

The SILC Group (AFSL No 407100) is an alternative 
assets solutions specialist servicing the unique needs 
of investment managers, asset sponsors and wholesale 
investors through our distinct portfolio, digital and capital 
solutions.

+61 3 9600 2828

investors@silcgroup.com.au

www.silcgroup.com.au

Level 9, 179 Queen Street
Melbourne VIC 3000
Australia

Disclaimer
Except if otherwise specified above, this document is issued and distributed by Specialised Investment and Lending Corporation Pty Ltd ABN 87 149 520 918 
AFSL 407100 ACL 426878 (“The SILC Group”), on the basis that it is only for the information of the specified recipient or permitted user of the relevant website 
(collectively, “recipient”). This document may not be reproduced, distributed or published by any recipient for any purpose. It has been prepared without taking 
into account the objectives, financial situation or needs of any person. Before making an investment decision, recipients should seek independent financial, legal, 
tax and other relevant advice having regard to their particular circumstances.
The views and recommendations expressed in this document are the author’s. They are based on information known by the author and on sources which the au-
thor believes to be reliable, but may involve material elements of subjective judgement and analysis. Unless specifically stated otherwise: they are current on the 
date of this document and are subject to change without notice; and, all price information (if any) is indicative only. Any of the views and recommendations which 
comprise estimates, forecasts or other projections, are subject to significant uncertainties and contingencies that cannot reasonably be anticipated. On this basis, 
such views and recommendations may not always be achieved or prove to be correct. Indications of past performance in this document will not necessarily be 
repeated in the future. Additionally, this document may contain ‘forward looking statements’. Actual events or results or actual performance may differ materially 
from those reflected or contemplated in such forward looking statements.
The SILC Group and its related bodies corporate and affiliates, and the officers, employees, contractors and agents of each of them (including the author) (“Affil-
iates”), do not make any representation as to the accuracy, completeness or currency of the views or recommendations expressed in this document. Neither The 
SILC Group nor its Affiliates accept any responsibility to inform you of any matter that subsequently comes to their notice, which may affect the accuracy, com-
pleteness or currency of the information in this document.
The SILC Group and its Affiliates expressly disclaim any responsibility and shall not be liable for any loss, damage, claim, liability, proceedings, cost or expense 
(“Liability”) arising directly or indirectly and whether in tort (including negligence), contract, equity or otherwise out of or in connection with any form of reliance 
on any information contained this document.
If this document has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as infor-
mation could be intercepted, corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The SILC Group and its Affiliates do not accept any Liability 
as a result of electronic transmission of this document.


