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Introduction

This pack is designed to assist AFA members in the consideration 
of the key issues confronting financial advice and to assist in the 
development of discussion plans and presentations to Members of 
the Federal Parliament.

The primary purpose of meeting with your local member is to 
demonstrate the value that you provide to your clients and the 
important role that you play in your community.  It is part of the need 
to put a human face to financial advice as a contributor to the MPs 
local area and benefiting a range of local clients. This will include:

• Demonstrating who you are and show your impact upon people 
in their electorate 

• Discussing your background and why you do what you do 

• Explaining the services and the value that you provide 

• Explaining the current challenges in your business 

• Talking about your clients, who are most likely also voters in their 
electorate

It is not expected that you will debate the key reforms discussed 
below in detail with your local member. We have a separate AFA 
policy position statement that you can leave with your local member.  
This pack provides a summary of the key issues to give you the 
background context.

The AFA has prepared a PowerPoint template that can be 
completed with some local information to help guide the discussion.  
You will need to do some preparation for a meeting with your local 
member to describe your contribution to the local community.

NOTE: this is a preparatory document for 
members to help prepare for engagement with 
local MPs. This is not for external distribution



AFA ADVOCACY PACK AFA | 3

Contents

Introduction ........................................................................................................................2

High level messages for politicians ....................................................................................4

What evidence do we have about the value of financial advice? ......................................4

Key points to cover when asked what changes you are seeking   ....................................5
Professional Standards reforms 5

Considered debate on the Royal Commission recommendations  6

Ongoing client authorisation of ongoing fees 6

The removal of grandfathered commissions 6

A fair approach to the 2021 ASIC review of life insurance commissions 7

Points on the Key Regulatory Changes  ............................................................................7



AFA | 4

High level messages for politicians

The primary purpose of your meeting is to explain the important role you play in your community.  In addition, the 
following high-level messages are important to make, once you have established who you are and the relevance of 
what you do:

What evidence do we have about the value of financial advice?

The AFA and CoreData undertook research in 2018 on the value of financial advice.  The research highlighted 
that these client benefits can include more income in retirement, lower bank interest bills, lower tax bills and 
demonstrably enhanced net wealth at key milestones, and in the face of unexpected life events.  The research 
identified benefits in three areas:

• Financial benefits • Emotional benefits • Behavioural benefits

In terms of emotional benefits, this research indicates clear and significant emotional benefits emerging from the 
advice experience. Financial advisers help to hold clients accountable to their plans and therefore increase the 
probability that these goals are achieved.

A major element of the advice value proposition relates to peace of mind and greater confidence in managing finances.   

Financial advice is beneficial for the many Australians who are in a better position as a result, less reliant upon 
the Government and have a greater capacity to contribute to their community.  It also assists small businesses to 
succeed and therefore employ more Australians.

• 82.7% of clients who’ve received advice say they are very well or 
reasonably well prepared for retirement, compared to just 33.0% of  
non-advised clients.  

• 79.4% of participants in the research stated that an advice relationship 
contributes to greater peace of mind.  And with that peace of mind 
comes clarity, and an ability to better manage finances.  

• There is a direct link between financial advice and happiness.  Advised 
clients are better positioned to respond to the numerous financial 
stresses facing all Australians. The research shows that 23.5% of 
advised clients worry about money at least weekly compared to 47.2% 
of unadvised clients.

82.7% 
79.4%
23.5%

1. Financial advice is valuable and should be available to all Australians and 
not just the wealthy. The ongoing reforms are driving up the cost of financial 
advice and making it unattainable to average Australians.

2. Please slow down the reform process to allow advisers to adapt – the 
current rapid speed of reform is extremely challenging for advisers to 
adjust to and as a consequence many experienced advisers may exit the 
profession, leaving their clients without an adviser. 

3. The majority of financial advisers, who work within small business financial 
advice firms, are being impacted significantly by Government reforms and 
their voice needs to be heard in order to ensure that this sector remains 
viable to continue to serve and support Australians.

4. Life insurance provides a critical safety net for everyday Australians to 
protect them in their time of need. The regulatory regime needs to ensure 
that Australians have access to affordable advice on life insurance, which 
will achieve the best outcome for consumers.
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Research undertaken by Russell Investments in 2019 demonstrates that financial advisers deliver a 4.4% additional 
return on invested funds.  There is a lot of research on the value of financial advice that has not been looked at in the 
current environment.  Often decisions about the future of financial advice are being made by people who do not have 
a financial adviser and do not understand the value of financial advice.

Please use your own case studies of the value that you provide to your community.

Key points to cover when asked what changes you are seeking  

This meeting is about ensuring your local MP understands the work financial advisers do in the local area and 
how the need for affordable financial advice is important for a range of clients.  However, during the course of your 
discussion with your local member, you may be asked exactly what you are requesting.  

Note: Try not to get caught up in the detail on specific current measures – not all MPs will be across the details. While 
it is fair to emphasise the range of pressures and flag the concerns that you face, it is important to avoid too much 
time being spent on detailed policy matters.

Where specific policy items come up, it is important to provide succinct answers and limit it to a few key points.  

We would suggest reflecting the fact that there is a brief AFA policy position paper that should be handed to the local 
member at the end of the meeting for later reference.

Professional Standards reforms
The AFA continues to have material concerns about the professional standards reforms, including the following:

Key requests

1. Sensible changes to the Financial Adviser Standards and Ethics Authority (FASEA) 
regime, including a delay in the deadline for the exam in order to enable the exam 
to be completed in a sensible timeframe and the education deadline to allow those 
who have the most study to do to complete it in a balanced manner, that takes 
into account their business and family responsibilities and allows some flexibility for 
health issues and other absences including maternity leave.

2. Greater recognition of experience, CPD and previous courses.

3. An ability to undertake study in an area that is relevant to the adviser, their business 
and their clients.

Detailed Discussion

• The timetable does not allow financial advisers adequate time to prepare for the exam.  The exam needs to be 
passed by the end of 2020, however it was not available until June 2019 with very limited preparation materials.  
It is advisable that most advisers complete the two post-graduate (AQF level 8) subjects on the Code of Ethics/
Code Monitoring and Understanding Your Legal Obligations before sitting the exam. We would like to see the 
timeframe for the completion of the exam pushed back by 12 months to 1 January 2022.

• For those small business financial advisers who are required to do the full eight subject Graduate Diploma, there 
should be a two year extension to the education deadline back to 1 January 2026 to enable them to balance 
their responsibilities and allow time for breaks that might arise as a result of health issues or other absences  
(i.e. maternity leave).
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Ongoing client authorisation of ongoing fees
• As a result of the 2012 Future of Financial Advice (FoFA) reforms, advisers must provide post FoFA (1 July 2013) 

Investment and Superannuation clients with the opportunity to “opt in” to continue their advice relationship and fee 
paying arrangement every two years. The Government, in response to the Royal Commission has proposed to change 
this to every year and extend it to all ongoing fee clients.  All ongoing fee clients already get an annual Fee disclosure 
Statement as well.

• The ‘opt in’ rules are very strict with harsh penalties. Advice fees are disclosed to clients initially and ongoing, and they 
can be cancelled by the client at any time. APRA and ASIC have recently issued a letter to super fund trustees that is 
suggesting the introduction of significant additional responsibilities for super fund trustees, including obtaining direct 
client authorisation and checking the delivery of specific services, that will cause confusion for clients and additional 
costs for the financial services industry.

• We support the extension of ‘opt-in’ to pre FoFA superannuation and investment clients, however in practice the 
increase in frequency to every year poses problems should a client not be available to meet within the year, or unable 
to re-sign within the year resulting in the advice relationship being terminated unintentionally.  This also poses a 
problem where clients would like an ongoing advice relationship but only a review every two years, which might enable 
the payment of a lower ongoing fee.  

• We are recommending the retention of the current two year opt in timeframe. 

• Super fund trustees should be able to rely upon the opt-in process undertaken by financial advisers and not seek 
authorisation directly from clients.

The removal of grandfathered commissions

Considered debate on the Royal Commission recommendations 
Financial advisers understand that the Government and the Parliament needs to respond appropriately to the 
Banking Royal Commission, however we seek informed debate and sensible consideration of the implications of the 
recommendations.

• The FASEA education standard still does not 
adequately recognise experience.  There are 
many great advisers in the profession who 
have many years of experience who will be 
forced to do as many as eight post graduate 
subjects.  This will consume a significant 
amount of time and keep them away from 
their clients and family.  We have previously 
proposed a solution to recognise the CPD 
and other courses that these advisers 
have done by giving credit for experience.  
Anyone with over ten years’ experience 
should get at least two subject credits and 
anyone with over 15 years’ experience 
should get 3 subject credits.  

• The FASEA curriculum for the Graduate Diploma should allow 
specialists to study content relevant to what they do on a day-to-
day basis and will add value to the services that they provide to their 
clients.  At present, the curriculum is too restricted and will force 
some advisers to study subjects that they will not need to operate in.

• We are awaiting further guidance from FASEA on the FASEA 
Code of Ethics, however there are certain element of this, such 
as a complete ban on conflicts of interest, that are impossible to 
implement.  There are other elements that are either unclear or will 
make it unnecessarily difficult to provide lower cost financial advice 
that is tailored to a specific client need.  The Code of Ethics is a 
core element of the exam and a mandatory study requirement for all 
financial advisers, necessitating the release of guidance.

• Grandfathered commissions are 
trail commissions paid to advisers 
from superannuation and investment 
products. They were banned 
prospectively (for new clients) by the 
FoFA legislation in 2013 and since this 
time they have reduced to an overall 
average percentage of 9% (from 30% in 
2010) of practice income. 

• The Royal Commission recommended that they be removed 
as soon as practicable and the Government announced that 
they proposed to have them removed by 1 January 2021. The 
Treasurer Josh Frydenberg has since issued a Directive to ASIC to 
oversee the removal sooner. This was done without any warning or 
consultation and the actions of ASIC are already causing significant 
stress for some of our members’, impacting cashflows and also 
business values.  This will send some businesses, that have larger 
loans, secured by grandfathered commission clients, bankrupt as 
their business valuations decline drastically.  The Government has 
now introduced legislation and product providers are starting to 
move early.
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• Importantly, it is not clear that all clients will actually get any benefit, and some will lose access to advice or end up 
paying more.

• The AFA supports a practical transition to remove the remaining trail commissions. We are asking for consultation on 
this issue and to extend the removal timeframe to three years, with appropriate treatment for impacted clients and 
complex legacy situations and products. Ultimately the changes need to be pragmatic and ensure that Australians will 
still have access to affordable financial advice.

A fair approach to the 2021 ASIC review of life insurance commissions
• The 2021 ASIC review of life insurance commissions should be based upon a fair and balanced upfront agreed 

approach and not start with a pre-conceived view and starting bias skewed towards the removal of commissions.

• Under the Coalition Governments LIF legislation, life insurance upfront commissions have been reduced to 80% in 
2018, 70% in 2019 and finally 60% in 2020. ASIC are to review this in 2021 and according to the Royal Commissions 
look to reduce commissions to 0%. 

• For small business financial advisers this is problematic, as the compliance costs to advise on and implement life 
insurance has increased whilst commissions have decreased. The consumer take-up of life insurance has reduced as 
a result in recent years. The provision of fee based financial advice has not been viable for those that are not wealthy, 
as the cost for advice would need to be paid alongside the life insurance premiums in the first year. Research from 
Zurich has established that only 8% of Australians are prepared to pay $1,000 or more for life insurance advice, when 
the true cost is in the vicinity of $2,500 to $3,000. 

• Australia has a high level of underinsurance, which is only going to increase as a result of other reforms, including the 
Protecting Your Super and Putting Members’ Interests First reforms, yet one of the most robust compliance regimes 
and strong consumer protections. Life insurance now pays in excess of $10 billion a year in claims, delivering a 
substantially better outcome for impacted Australians, and helps to reduce the burden on social security. 

• International experience demonstrates that a ban on commissions does not work and delivers a worse outcome for 
consumers.

• Even the Royal Commission recognised that Life Insurance commissions were different. 

• We ask that the Government consult with the Advice Associations and Life insurance companies to understand the 
implications of further reductions to life insurance commissions and the negative affect this will have on Australians 
taking up valuable life insurance.  We seek input to the scope of the 2021 ASIC review.

Points on the Key Regulatory Changes 

The following additional points provide useful context for your discussions, including an emphasis on the predominance 
of small business in the financial advice space.  Local members will favour messages about the outcomes for consumers 
and your discussion needs to reflect that.

The value of financial advice 

• The financial advice profession is committed to delivering quality outcomes for clients and to make the changes that 
the Australian community expects.

• Australians need access to financial advice, and we do not want to see a set of changes that will have the effect of 
reducing access to financial advice.

• We would like to keep financial advice affordable and not just the realm of the wealthy, which much of this new 
legalisation will see as an unfortunate consequence. We want financial advice to stay affordable for middle and lower 
income Australians who need it most.

• The Royal Commission was an inquiry into misconduct and did not therefore showcase good financial advice.  We 
shouldn’t forget the many benefits of financial advice that all parties have recognised over the years and that many 
locals get through local advisers. 
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Pressures on small business 

• The financial advice sector is committed to reform 
and it is a journey that we have been on for many 
years.  There is an overwhelming sense that the rate 
of change is very challenging and there is a very real 
risk that the profession will lose many experienced 
advisers if there is not enough time to prepare and 
respond to the changes that are required.  There are 
also elevated concerns about the mental wellbeing 
of colleagues.  

• The vast majority of financial advisers are either 
small business owners or employees in small 
businesses.  The number who are employees of 
large institutions is quite small and continues to 
decline.

• Large institutional licensees are making decisions to 
exit financial advice or restructure their businesses, 
which is have a big impact on the self-employed 
financial advisers operating under their licence.

• There are already huge cost pressures on financial 
advice businesses from a range of sources such as 
education and exam costs, ASIC levies, increased 
compliance requirements, increasing professional 
indemnity insurance and increased charges from 
their licensee.  These cost pressures are going 
to make financial advice less accessible and less 
affordable.

• The Royal Commission recommendations are going to 
make it much more difficult to earn a living in financial 
advice, with a lot of business revenue either banned or 
otherwise put at risk.  This will lead to the closure of a 
lot of financial advice businesses.

• Financial advice businesses have made decisions over 
the last five years based upon the law that was in place 
at the time, however they now face the prospect of 
fundamental changes that will seriously challenge their 
viability.

• Banks have lent money to financial advice practices 
on the basis of the laws that applied at that time and 
the conventional models for the valuation of advice 
businesses.  The Royal Commission has fundamentally 
changed those valuation models and now there are 
many financial advice practices at great risk.

• Ultimately, we are seeking a sensible process for the 
consideration of these proposed changes and to have 
the opportunity to engage in the debate as to whether 
each of these changes will result in a better outcome 
for both current and future clients and whether better 
solutions are available.

NOTE: this is a preparatory document for 
members to help prepare for engagement with 
local MPs. This is not for external distribution
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