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Reviewing and updating RG 146:

Training of Financial Product Advisers

Introduction
NIBA is pleased to submit this paper in response to ASIC’s review of RG 146.  

As both an RTO and the peak industry body for insurance brokers, NIBA has considerable experience in delivering ASIC compliance training to insurance, broking and financial planning advisers.  In NIBA’s educational role it delivers both course and individual assessment programs that have been listed on the ASIC Training Register since its inception. 

NIBA agrees with the thrust of the consultative paper that fundamental change to RG146 is not required.  The current policy provides consumers and licensees with an important advantage - minimum standards in training and common measures for training quality.  As a result, consumers and the industry have benefited because training policy has:

· Ensured that consumers have access to advisers with minimum levels of advisor competence;

· Provided a level and consistent compliance “playing field” for licensees with well defined costs; and 

· Supported the growth of a pool of advisers with transferable advisory competencies upon which licensees have been able to build their enterprise specific training. 

Licensees now have access to a well developed training market for RG146 compliance.  There are a significantly higher number of training providers, offering training purchasers a wider selection of training products, than were available prior to the introduction of the policy.  These training providers are competitive and offer a range of service and delivery options. RTOs are now well experienced in customising the training standards to the licensee’s enterprise knowledge and skills requirements. 

Section B. Appropriateness of the current training standards


Training requirements for simpler products 
RG 146.3 carves out an exemption to some of its training standards for representatives advising in deposit and non-cash payment products on the basis that these products are simple.  Exemptions such as this allow enterprises to focus on product and sales training at the expense of developing relevant adviser skills among their representatives.  The consultation paper suggests that other sectors, notably general insurance, may be able to have this same carve out.  NIBA strongly opposes this action as it does not consider the training requirements for general or personal advisers in Tier 2 products to be too onerous.  Nor does it support industry sectors obtaining exemptions from the standards on the basis that advisers deal in supposedly simpler products. 

However, in this paper NIBA recommends that ASIC improve RG 146 by using the Financial Services Training Package to set its training requirements thus enabling it to replace Appendices A and B which hamper the regulatory guide’s usability. NIBA considers that this will enable licensees to more easily identify suitable training for their Tier 2 and Tier 1 advisers and assist ASIC to maintain consistent training standards across all sectors of the industry.

It is vital not to “dumb down” the foundation advisory skills for Tier 2 advisers or water down the knowledge requirements by exempting advisers from various categories of knowledge.  It is appropriate that representatives in advisor roles, who have the authority to supplement material provided to the client or to act independently from their supervisor, meet the Tier 2 training advisory standards.  NIBA also considers it is reasonable that all licensee Tier 2 training programs be aligned to, and assessed as meeting the ASIC standards and placed on the Training Register.  
In the financial services sector, appropriate advisory skills and product knowledge go hand in hand at all levels.  NIBA does not agree that Tier 2 adviser training should be knowledge rather than advice focussed because many of the products are standardised or “simple”.  RG 146 already provides an exemption for customer service representatives (RG 146.15–16) and trainee advisers (RG146.17 – 18) provided there is adequate supervision.  It is a fair obligation to require licensees to distinguish between these representatives and those undertaking advisor roles in their businesses.  

Most retail financial products are not simple enough to allow the industry to return to an unregulated training environment.  For example, most retail general insurance products have numerous features and involve relatively complex legal concepts, especially relating to claims and disclosure, that are difficult for consumer to understand.  Consumers require advisers who can apply these concepts in context irrespective of whether the adviser is dealing with the customer over the phone or face to face.  It is not reasonable for the consumer to interact with a representative who has been given product knowledge and minimal training on the application of that knowledge in an advisory situation.  Consumers are also at risk if the Tier 2 adviser is not able to distinguish the levels of advice they are providing to them.  NIBA’s view is that all advisers (general and personal) should have an appropriate level of advisory skills and not just product knowledge. 


Many Tier 2 products are widely purchased but this does not equate to simple to understand. In general insurance many retail products are only superficially understood by purchasers.  Certainly, if general insurance products were so simple, the industry would not have had such difficulty producing concise PDS documents as has clearly been the case. A key knowledge aspect for the adviser is the ability to compare products, know whether they respond to the client’s needs and be able to point out specific features such as coverage.  Advisers and consumers need to understand the broader market and consumer “context” of the product. 
Even deposit taking products involve a range of competitive features, which while they involve less risk, cause the consumer inconvenience if they later find they have been sold a relatively inflexible product.  If ASIC were to adopt industry Training Package competency units to replace Appendices A and B there is a strong case that the retail banking sector should no longer self assess training but be required to have their courses on the Training Register with the content matched to the basic customer service competency units that have been identified in the retail banking sector for some time.  The sector already uses these standards and it is a way to ensure that all industry participants demonstrate that their staff “know the customer” (advisory/customer service skills) and “know the product” (knowledge components). 
Most large product providers have internal training departments or well established outsourced training arrangements. In the general insurance sector is unlikely that it can be claimed that representatives dealing with lower level products are “over-trained” because the RG 146 standards are too onerous.  On the contrary, unnecessary training is avoided if the RG 146 standards are applied sensibly. RG 146 offers licensees a high degree of flexibility in choosing the knowledge and skills to be covered in training for their Tier 2 (and Tier 1) advisers.  The regulatory guide states that:

· All advisers must have generic, and specialist knowledge relevant to their activities and the products they advise in (RG146.22); and
· Those that provide personal advice need to have combined knowledge and skills.
However, licensees must determine which of ASIC’s knowledge requirements should be covered (RG 146.117) and whether they wish to cover any generic knowledge content with specialist knowledge (RG 146.118).  None of the topics listed in Appendix A are compulsory inclusions in a training program. 

NIBA’s experience is that where the person is only dealing in one or two products then this is generally what is taught in terms of product content in many current training programs.  Some providers and licensees adopt a broader approach and train across a product class.  What is important is that advisers are given the skills to understand the components of a product and be able to research and analyse the suitability of a product given their understanding of the consumer’s needs.  If this is not the representative’s role then he/she needs to be redefined as a customer service person by the licensee and supervisory structures and practices should apply.


Problems with self assessment of training programs for Tier 2
Consumers cannot sufficiently rely on Code of Practice requirements to ensure implementation of appropriate advisor training.  Other industries have Codes of Practice but licensing bodies still require their qualifications to be objectively benchmarked to industry advisory and quality education standards.  Training in standardised industry skills promotes consumers confidence in the advice and provides the regulator with greater assurance that its policy objectives are being met. 
Enterprise training that is not linked to an objective external standard means advisers have a very limited view of their company’s products in relation to the market as a whole.  This can be detrimental to the consumer because these advisers still have a duty of care to their client even if they are giving general advice.  Advisers must have a good understanding of the environment in which they are providing advice.

NIBA considers that there a number of other potential problems if licensees self assess Tier 2 training programs:
· The exemption will lead to a breakdown in the consistency of the training system.  Lack of consistency is soon reflected in differences in the quality of training outcomes and ultimately lower levels of confidence in advisers. RG 146 has succeeded in developing a high standard of industry wide training.  This positive outcome will significantly diminish if licensees are permitted to self assess their programs.  The only practical way that ASIC can ensure that those in customer contact roles are delivering on consumer expectations for advice is to have programs benchmarked to objective minimum standards for training and assessment. 
· The industry goal to develop a flexible multi-skilled workforce cannot occur without the appropriate training infrastructure.  Until FRSA the industry had not succeeded in developing this infrastructure.  RG 146 has provided an incentive to do so and this would be at risk if widespread self assessment of training programs was introduced.  For example, in the 1980s and 1990s the industry was awash with training as a result of the training guarantee incentive to employers.  However, when this incentive was withdrawn the training dried up to such an extent that by the time the FSRA was announced many financial services firms had untrained staff and the industry experienced comparatively high levels of consumer problems.  Since the FSRA has required compulsory and assessed training, appropriate advisory practices have emerged.  Even so the requirements in RG 146 are only minimum standards.  Most industry sectors have identified a broad range of competency units for their sector in the national Training Package independently of legislative requirements.  This highlights the fact that the current RG 146 requirements for Tier 2 or Tier 1 advisors do not describe the range of skills or knowledge that a worker would require for full competence in the sector. 


· NIBA’s experience in the insurance and broking sector is that even under the current RG 146 requirements there is a wide range of quality in the training undertaken by enterprises.  Our hope is that the ASIC Training Register revisions will address these differences particularly in relation to the learning outcomes for participants in some training programs.  It would be regrettable if the industry were to return to the pre RG 146 training environment.  This is especially so when the industry now has access to a flexible and cost effective national training framework and has already made the investment in the training infrastructure (content and delivery) for RG 146 training.

· Self assessment is an attempt to move some advisers into a relatively unregulated training environment.  This is likely to lead to the disappearance of an important training pathway for entry level advisers.  This will occur as large organisations change the orientation of their training to deal with solely enterprise specific requirements.  The training history of the industry bears this out. Prior to RG 146 training was highly variable across the industry.  Training was not oriented to advice.  Most customer contact staff were trained to sell and cross sell product irrespective of the consumer’s needs.  Enterprise training only met internal standards for the quality of the training delivery, content or assessment.  

A new approach for dealing with skills and knowledge requirements
The problem

NIBA’s preference is to introduce a modified version of option B1 (a).  

The current format of the regulatory guide can give rise to confusion for licensees.  Although the policy seems to provide flexibility, Appendices A (knowledge) and B (advisor skills) and RG146.54 – 56 (Table 4) are content specific and prescriptive.  Problems with the interpretation of RG 146 occur because it:

· Puts a strong emphasis on knowledge training which it divides  into a number of seemly separate categories (generic, core and specialist); and

· Requires relevant skills and knowledge training for all representatives.

However, it:

· Only provides limited guidance on the appropriate criteria for advisory skills training for various types of advisers; and 

· Does not specify how knowledge requirements are to be customised to the advisory situation.  

A proposed solution


NIBA does not consider that it is the role of the RG 146 to provide training content guidance to licensees especially in the form of long lists of possible training topics.  NIBA suggests that ASIC use RG 146 to provide the overall policy aims and directions and direct licensees and their training providers to comply with established training standards within the national training system to meet these policy requirements.  This means directly referencing the Financial Services Training Package in RG 146 and allowing licensees to use the appropriate set of advisory competency units it contains to replace RG 146.54 – 56 Table 4, and Appendices A and B. 

This recommendation requires minimal change to RG 146 because ASIC has used the Financial Services Training Package and the related Australian Qualifications Framework (AQF) and the compliance requirements for Registered Training Organisations (RTO) as the model for its training standards.  For example: 

· The training levels set for advisers dealing with various types of products are linked to the Certificate III (Tier 2) and Diploma (Tier 1) qualifications in the AQF(RG 146.43);

· ASIC recognise the two pathways available to RTOs in the national system to lead to the award of a credential for advisers  i.e. coursework and individual assessment (RG 146.46A – 53);

· ASIC uses a national competency unit in the 1999 version of the Financial Services Training Package as the basis for determining its skills and knowledge requirements for advisers (RG 146.54 – 56  and appendices A and B); and

· ASIC uses the descriptions of the learning outcomes for certificate III and Diploma trainees in the Financial Services Training Package to describe the abilities of personal advisers at the tier 2 (RG 146.61) and Tier 1 (RG 146.58) levels.

The advantages

A number of the issues raised in the Consultation Paper can be resolved by making better use of the Financial Services Training Package in setting the training levels and content requirements within RG 146.  For example use of national competency units and guidelines:

· Offers licensees greater opportunities to ensure their training is both complying with RG 146 and relevant to their enterprise ;

· Enables ASIC to more easily administer training compliance and achieve its consumer protection aims;

· Assists licensees and training providers to develop and deliver training and assessment programs with greater relevance and cost effectiveness if they are permitted to choose competency units from within the Training Package that matched the job roles and knowledge requirements of their representatives.  For example, it would be an easier task for licensees that deal with product classes that range from simple to complex to develop a suitable training pathway for advisers within their sector/enterprise;

· Ensures that all licensees remain within the national training system for RG 146 training.  This has very real advantages for trainees and the consumers with which they deal.  Chiefly, it ensures adviser skills are standardised and consistent across the industry and meet national educational quality requirements; 

· Avoids the need to carve out sectors of the advisor market to be exempt from certain RG 146 standards as the competency units have been developed and signed off by each industry sector in a thorough consultation process;

· Enhances the usefulness of the Training Register as licensees can clearly identify the learning outcomes a program delivers if liked to competency; and

· Resolves many of the problems that licensees experience with the interpretation and application of RG 146 particularly issues such as how to ensure the right mix of knowledge categories for Tier 2 product advisers and dealing with RPL. The competency units provide guidelines for the integration of knowledge into training.

NIBA has regularly upgraded its own training materials and reviewed the training materials of others for the purposes of submission to the ASIC Training register over the past 5 or more years.  Overwhelmingly, these training products show that training providers that are used to dealing with national competency units are able to interpret the ASIC guidelines and develop training materials relevant to the needs of the particular group of advisers.

Lack of barriers to change

NIBA believes that there are no longer barriers to implementing the suggested approach:

· Since the introduction of RG146, RTOs have come to dominate the training market for ASIC compliance training because vocational, competency based training provides licensees with a flexible training solution for entry level to management level personnel; 
· Many enterprises, particularly the large banks and insurers, and trade or professional associations are RTOs themselves or outsource their training to RTOs;

· Every industry sector is now a participant in the national system. All have developed competency units for their sector as part of the Financial Services Training Package (FNS04).  RTOs that write coursework for RG 146 base their programs on those competency units commonly known as the ASIC standards;
· The university sector (SAOs) also use their RTO arms to provide RG 146 compliance training; 

· The Training Package competencies blend advisory skills (eg. RG 146 Appendix B) with underlying industry, enterprise, legal and product knowledge (Appendix A).  Competency requires the demonstration of the advisory skills with the appropriate applied knowledge;
· The Training Package includes a range of competency units that each industry sectors has developed and endorsed for representatives working in that sector.  Many include product advisory competencies that mirror the ASIC competencies covered in Appendix A and B.  The Training Package also includes generic or sectoral competency units for those representatives dealing with less complex products, providing general advice or customer service (no advice) roles. 

Cost benefit of change

Any training adds costs to any organisation’s bottom line but this must be weighed against the cost of rectifying errors arising from untrained staff.  There are a number of cost efficiencies that can be obtained from NIBA’s recommended approach:

· The Financial Services Training Package FNS04 has adequate competencies to meet the needs of all level of advisers and differentiate the training of representatives giving general advice or Tier 1/ 2 personal advice.  Indeed the use of the training package “ASIC” standards to credential advisers is almost universal in the industry.  Licensees use RTOs to train their staff or have an arrangement with an RTO to oversee in-house delivery of ASIC training.  With some greater flexibility given to training providers to choose from within a broad range of competency units, it is likely that their experience in program customisation will allow future costs to be well controlled. 
· Using the Training Package flexibly in this way is cost effective for ASIC as well.  Presumably, ASIC does not have the resources to undertake training audits of the large number of enterprises that could argue that their Tier 2 programs should be self assessed.  All RTOs must comply with national training quality compliance standards and are subject to audit by their State Training Authorities.  This means that licensees and ASIC can have a level of confidence in the learning outcomes delivered.

· It will be no longer necessary to modify the content details of the training in RG 146 but simply to put in place the link between the policy and the national Training Package.  The competency units are maintained and upgraded by the relevant government training bodies.  Specifying FNS04 standards will not date RG 146.  Training Packages are updated every 5 years as part of the cycle of work undertaken by DEST and the Industry Skills Council, IBSA. RG146 need only refer to the need for licensees and training providers to ensure that their programs deliver the latest version of the units.  Or, it would be a relatively easy matter for ASIC to work with the Skills Council to update those sections of RG 146 that refer to the unit names and codes. ASIC can readily take part in any Training Package review along with other industry participants. 
Selection of competency units


There are two groups of competency units in the Training Package that ASIC could specify for advisers in RG 146:

· The current ASIC competency units; and/or 

· Relevant sectoral competencies, where they exist.
As the table below shows, for some sectors that do not have traditional intermediary/advisor roles, the current ASIC standards continue to be applicable for Tier 2 advisers.  These could be supplemented or replaced with other generic customer service units that will better suit those giving general advice or advising in less complex products.  For those sectors with a broad range of advisory units such as insurance broking, the sectoral units could replace the Tier 2 ASIC units as these effectively “double up” on one another.  

	Adviser role
	Applicable competency units

	General advice 

General insurance and deposit and non-cash transaction products
	FNSICADV301B Provide general advice on financial products and services

FNSICCUS301B Respond to customer enquiries

FNSICCUS303B Provide inbound telephone service 

FNSICCUS304B Provide outbound telephone customer solutions

FNSRETA301B Provide customer service in a retail agency

FNSICCUS401B Deliver a professional service to customers

	Tier 2 advisors

 General insurance and  sectors without sector specific units at Certificate III level
	FNSASIC301B Establish client relationship and analyse needs

FNSASIC302B Develop, present and negotiate client solutions



	Tier 2 insurance brokers 

(to replace current ASIC units above)
	FNSINBK301B Implement insurance program for broking clients

FNSINBK302B Place broking clients insurance with insurers

FNSINBK303B Confirm insurance cover with broking client

FNSINBK304B  Provide a broking claims service to clients




Specialist knowledge requirements
If advisor skills training is the focus for the Tier 2 or Tier 1 advisers then specific product training can be undertaken as needed.  ASIC may consider it useful to adopt NIBA’s practice of indicating on the representative’s training documentation that their initial qualification was undertaken in the context of specific products.  This means that the advisor need not repeat advisory skills training unless moving into a new sector of the industry but he/she will continue to undertake products training to supplement these skills as different products are added to the advisor’s portfolio.

However, some sections of the industry may argue to limit training to a narrow product range.  This puts the focus on knowledge and not advisory or client service skills that may be disadvantageous to the client.  All advisers require a depth of knowledge and an understanding of their role as an adviser.  The licensees must clearly identify the limits of adviser authority and disclose this to consumers.  The reality is that consumer expectations that they will obtain advice from licensees may necessitate representatives be provided with higher levels of advisor training than the complexity of the product requires.


For those advisers that enter advising from a university based professional training program such as accounting, additional training is required.  Indeed, some professional bodies have already identified the need for gap training for their members.  For example, there are specialist courses in financial planning for professional accountants offered by their associations because it is acknowledged that a basic accounting degree does not cover financial service advisory skills.  These requirements should not be relaxed in RG 146.

Tier 1 training

As stated above, NIBA’s preference is to use the sectoral competency units to determine training standards for all advisers including those at Tier 1.  At the present time the following units are required, along with certain industry sector units, to gain accreditation in specific advisory roles and products.  However, most sectors have competency units in the FNS04 Training Package that could replace or continue to supplement these current ASIC units: 

· FNSASIC503ZB 
Provide advice in Financial Planning

· FNSASIC503YB Provide advice in Insurance Broking

· FNSASIC503XB Provide advice in Life Insurance

· FNSASIC503WB Provide advice in Securities

· FNSASIC503VB provide advice in Derivatives

· FNSASIC503UB Provide advice in Superannuation

· FNSASIC503TB 
Provide advice in Managed Investments

· FNSASIC503SB 
Provide advice in Foreign Exchange

The general insurance sector does not have sector advisory units for Tier 1. In this case, those advisers dealing in non-standard general insurance products can use generic diploma level adviser units such as: 

· FNSICADV501B Provide appropriate services, advice and products to clients; or

· FNSICADV502B Provide appropriate and timely information and advice to clients

It is also important that those advisers undertaking higher level advisor roles such as insurance broking and financial planning continue to undertake training at the Tier 1 level irrespective of whether the adviser is dealing with a Tier 1 or Tier 2 product.  This approach supports industry sector standards for competency. For example, the sector units for insurance broking and financial planning to replace the above ASIC units are likely to be:

	Adviser role
	Applicable competency units for Tier 1

	Tier 1 insurance broking
	FNSINBK501B Prepare a new business submission for a broking client

FNSINBK502B Monitor broking clients

FNSINBK503B Implement changes to broking client’s insurance program

FNSINBK504B Identify and advise on significant risk changes to broking client insurances



	Tier 1 financial planning
	FNSFPLN501B Comply with financial planning practice ethical and operational guidelines and regulations

FNSFPLN502B Conduct financial planning analysis and research

FNSFPLN503B Develop and prepare financial plan

FNSFPLN504B Implement financial plan

FNSFPLN505B Review financial plan and provide ongoing service



Section C Recognition of prior study and training

ASIC recognises that RTO’s are able to undertake individual assessment.  It would be preferable to allow these providers to undertake RPL assessment according to the rules set down under the AQTF.  The Financial Services Training Package requires RTOs to meet assessment criteria for workplace assessments and has set up rules for the competence of assessors.

Currently, ASIC does not allow any adviser to obtain a qualification by the individual assessment pathway without at least 5 years relevant industry experience in the past 8 years (RG 146.52).  Generally this is not a problem for those being assessed for Tier 1 or higher qualifications as it is rarely possible for these individual to have amassed the required workplace documentation or experience to demonstrate competency.  However, for those seeking individual assessment for lower level advisory roles at the Certificate III level these experience requirements are unrealistic.  RTOs should be able to assess those with 12 – 18 months experience in advising for Tier 2 level competencies.

Even at the Tier 1 level, an adviser with some prior education, say completion of Tier 2 coursework and 3 years experience, may well be able to demonstrate competency by individual assessment.  Individual assessment is a legitimate and robust training pathway and skilled RTOs offering this type of program should have the flexibility to determine eligibility by taking into account the prior training and work experience of the candidate rather than the current specific experience component set in RG 146.
Section D Quality of courses on the ASIC Training Register

In the consultation paper, ASIC mentions that the Training Register will be improved. If ASIC adopts NIBA’s recommendation the approval process for register entries for RTOs or SAOs need not be as detailed. Providers should only be required to provide:
· A list the competency units covered in the program;

· The industry sector the course is aimed at;

· The training delivery mode (face to face, distance etc);

· Training level: tier 1 or tier 2; and

· Program format ie.coursework or individual assessment.

Those enterprises that are not RTOs or SOAs will need, as now, to have their program mapped to the relevant competency units by an authorised assessor for placement on the register.  The register should simply note the same details about the course or program as above but with reference to the body acting as the authorised assessor.

It should be a requirement that providers of programs on the register confirm that the course has been revaluated and updated every 3 years.  This is consistent with AQTF compliance standards for RTOs as all are required to undertake internal reviews of their courses annually. 

However, ASIC’s assessment of providers should be improved particularly in terms of reviewing the experience of the RTO in the industry sector.  NIBA is concerned that there are a range of RTOs offering programs on the register in specialist areas that have no real experience in the area.  Our consultants report that the results can be seen when representatives apply for jobs or decide to strike out on their own and apply for an AFSL.  It is in these situations that significant knowledge and skill gaps become apparent.  Some of these representatives have obtained their qualifications from well known training organisations but it is clear that the provider has not delivered practical learning outcomes because it does not adequately understand insurance products and the environment in which they are sold to consumers.  On paper these providers have delivered the individual with theoretical knowledge as per the Appendix A requirements but they have failed to provide applied skills. 
The focus of adviser training should be applied knowledge and skills.  Advisor skills need to be taught in such a way that they are transferable across product areas.  This provides the representative with the ability to move between licensees and fill their product knowledge gaps as required.  The licensee can be more confident that the adviser has the right advisor competency base to supplement with their own enterprise product training.  This model is much more cost effective for the industry in the longer term.  The Vocational Education system offers an excellent training route for representatives and licensees.  It is an industry responsibility to invest in building a solid foundation for educational processes especially given the current and ongoing skills shortage.
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