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29 June 2018 
 
Dr Mark Brimble 
Managing Director (Acting) 
Financial Adviser Standards and Ethics Authority 
 
By email: consultation@fasea.gov.au  
 
 

Dear Dr Brimble 

Re: FASEA’s proposed guidance on education pathways for all advisers 

Challenger Limited welcomes the opportunity to make a submission to the Financial Adviser Standards and 

Ethics Authority (FASEA) in relation to the proposed accreditation pathways for existing financial advisers. 

Challenger is a top-100 ASX listed company and the leading provider of annuities in Australia, delivering on 

our vision to provide our customers with financial security for retirement. We provide more than 75,000 

Australians with a secure and reliable income in their retirement.  

We support the government’s initiative to establish FASEA and to provide clear pathways for the 

accreditation of advisers. We are concerned however that both the existing pathways and any further 

pathways do not adequately address the training of advisers on the provision of advice in retirement. 

The importance of advice in retirement has been recognised in the Government’s retirement income 

framework and by the Productivity Commission in its draft report on the efficiency and competitiveness of the 

superannuation system. We are of the view that progressing the development of adviser accreditation 

pathways without a greater focus on retirement-specific training would be a lost opportunity and will result in 

outcomes inconsistent with the intention of superannuation. Our submission makes the case for why specific 

training on providing advice about retirement is required, outlines the existing inadequacies in detail, and 

provides recommendations for how these inadequacies should be addressed. 

If you have any questions or would like further information in relation to this submission, please do not 
hesitate to contact me on (02) 9994 7288. 

 

Yours sincerely 

 

Carla Hoorweg 
National Manager, Government and Industry Relations 
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Appendix – Adviser Pathways 

Role of financial advice   

Challenger supports the Government’s recognition that Australian retirees need greater choice in how they 

take their superannuation benefits in retirement. Improvements to the post-retirement phase of super have 

been considered by numerous reviews tracing back almost 10 years; each concluded that more needs to be 

done.  

The super system has now reached critical mass with over $760 billion in retirement and more than 700 

Australians retiring each day. By 2030, our national super savings will double in size from $2.6 trillion at 

present to around $5 trillion.  Of this, $1.3 trillion will move into the retirement phase, yet there remains 

significant under-development in the post-retirement market.  

Improving the retirement phase is not just about products. One of the key elements is financial advice. 

About 51 per cent of national wealth is owned by the 45-64-year-old cohort. It is essential that this group gets 

targeted and specialist financial advice before and during retirement. 

The importance of the advice industry has been recognised by the government. The Royal Commission into 

Banking and Financial services has highlighted impact of poor advice on individuals and families. The 

Government’s proposed Retirement Income Framework and the Productivity Commission’s draft report into 

the efficiency and competitiveness of the superannuation system have clearly outlined the critical role that 

financial advice will be expected to play in the post-retirement market. 

Through its establishment of FASEA, the Government has supported the need to improve the education, 

training and ethical standards of advisers. FASEA has an important responsibility in ensuring that advisers 

are ready to service the mass market of retirees who will need advice about the safe spending of their 

retirement savings. The outcomes of FASEA’s consultation are critical.  

The predominant focus of superannuation advice, historically, has been building wealth for investors while 

they are in the workforce. Retirement advice has often focused on tax strategies that, until recently, were 

available in making the transition to retirement, and estate planning. Most advisers are providing advice and 

assisting clients to plan for retirement, however it is only leading advice groups that are providing 

comprehensive long-term advice on spendable cash flows, the sustainability of retirement savings, mitigating 

longevity risk, cognitive decline and aged care. This kind of advice needs to become more mainstream, with 

all advisers equipped to provide investment strategies specifically addressing the unique needs of retirees. A 

key challenge for FASEA in designing new standards and education pathways for all advisers is the 

difference between the government's objective for superannuation, to provide income in retirement to 

substitute or supplement the age pension,1 and the typical role of the adviser to date which has been to build 

wealth through the accumulation of assets; the tension between spending money in retirement and saving.  

Retirees defer part of their wages during their working years in order that they can spend them in retirement. 

They need advice on how to produce sustainable retirement cash flows to replace or supplement the age 

pension; cash flows that need to last for several decades. Without adequate advice, retirees risk running out 

of their superannuation savings too quickly or unintentionally preserving their savings and bequeathing them 

to the next generation.  

Current focus of the superannuation system 

Former prime minister Paul Keating conceded some years ago that the super system was not designed for 

people who were going to live over the age of 80. The system he conceived was for the 55-75-year-olds. 

Today's retirees are now typically living into their late 80s, more than nine years longer than they did in the 

1990s. Sixty-five-year-old women today can expect to live to 90 on average, with one in five going on to live 

to 98. 

Australians have added about four months of longevity every year since the start of the superannuation 

guarantee in 1992. That greater longevity means as a nation we need to rethink how super is delivered. 

 

1 clause 5 Superannuation (Objective) Bill 2016 (Cth) 



  

 

For an increasing proportion of retirees, super is also moving from merely supplementing the age pension to 

substituting it. As of June 2017, only 42 per cent of the over-65 age cohort were getting a full age pension, 

with a further 28 per cent on a part age pension. 

Put another way, more than half of today's retirees (58 per cent) have sufficient means to reduce, or 

eliminate, their entitlement to government income support and growing super balances will be playing a 

material part in this story. 

Super is doing the first part of its job; it is allowing people to accumulate assets for retirement. However, 

there is no structure to the drawdown phase – flexibility is prioritised at the expense of risk management and 

income certainty and sustainability. 

Achieving a higher standard of living through advice 

The government sees the role of super as providing income through retirement, which includes consuming 

capital to create a higher standard of living for retirees. 

We believe FASEA needs to also contemplate the advice needs of the cohort of retirees who will spend 

down their capital through retirement, rather than only the traditional wealth management cohort who aim to 

preserve retirement capital. This should be reflected in the content of courses that are approved for existing 

advisers, as well as the training requirements for new advisers. 

Typical household super wealth at retirement is in the $350,000-500,000 range and increasing. This wealth 

was accumulated through deferred wages to provide income in retirement, but the system is not yet set up to 

do this next phase successfully. 

It is increasingly clear that many Australians will be substantially living off their own resources in retirement. 

Private provision of an age pension-like outcome will be an increasingly important part of retirement income 

plans. 

The risk of running out of money in retirement cannot be managed by most retirees on their own and they 

are increasingly turning to financial advisers. Last year, a National Seniors Australia report revealed that six 

out of 10 senior Australians use financial advisers. This proportion is significantly higher than for 

superannuation members overall, where only one in five seek advice. 

A greater focus on the retirement phase is an opportunity for financial advisers and is a vital step forward in 

creating a world-class retirement income system. 

Flaw in the Framework 

The current training requirements are inadequate for the provision of retirement-specific advice, regardless of 

the pathway taken by an adviser to become accredited. This is because the course content of approved 

degrees is deficient in its coverage of retirement-based training. The retirement phase is not just the 

accumulation phase with a different tax rate. Relying on your retirement savings to fund retirement is an 

entirely different exercise with a rich vein of complex challenges and the potential to add material value to 

retiree clients. 

Our analysis of the approved courses currently listed by FASEA2 shows a significant skew toward subjects 

focussed on wealth management and far fewer subjects focussed on the retirement income challenges faced 

by typical retirees. Typically, retirement concepts are taught in combined subjects coupled with estate 

planning. We believe this is inadequate and that retirement should, at a minimum, be a standalone subject. 

Further, our examination of the more detailed course outlines for financial planning degrees at a number of 

leading Universities revealed little focus on how to advise clients on the following retirement-specific 

challenges: 

- Having no income other than age pension; 
- Specific retirement goals, such as emergency spending, growth of assets, peace of mind; 
- Management of exposure to longevity risk; 

 

2 Available at https://fasea.gov.au/wp-content/uploads/2018/03/FASEA-Approved-Higher-Education-
Providers.pdf  

https://fasea.gov.au/wp-content/uploads/2018/03/FASEA-Approved-Higher-Education-Providers.pdf
https://fasea.gov.au/wp-content/uploads/2018/03/FASEA-Approved-Higher-Education-Providers.pdf


  

 

- Sustainability of retirement savings to a particular confidence interval; 
- Understanding of life expectancy and how to interpret life tables; 
- Sequencing risk, and the reduced ability to recover from market losses; 
- Joint expenditure of individual retirement balances; 
- Inflation risk and how it is ameliorated; 
- Reduced ability to invest for the long-term, and impact of this on portfolio construction; 
- Inability of diversification to mitigate all risk; 
- Importance of cashflows for regular spending; 
- Potential for realisation of pooling benefits; 
- Cognitive decline and financial decision-making; 
- Elder financial abuse; 
- Managing individual retiree financial needs in retirement such as health and intended consumption 

patterns. 

 

Our view is that the understanding the nature and impact of these risks is crucial to providing advice for 

individuals approaching, or in, retirement. With many people now entering the retirement phase, financial 

advisers must be equipped to better handle these unique challenges.  

Considering the weighting of the existing course content on retirement-related training versus the number of 

people and magnitude of wealth moving to retirement, there is clearly insufficient training included in 

approved degrees. This affects clients who will receive advice from existing advisers who have already 

undertaken an approved degree and will be perpetuated for new advisers who will undertake approved 

degrees in the future.  

All Australians, every single client an adviser takes on, is expecting to reach retirement at some point in their 

life. The lack of adequate training in retirement-specific advice is a fundamental flaw of the existing 

framework and is in danger of being perpetuated for all new advisers entering the system. 

What needs to change? 

Approval of a degree requires course content which complies with curriculum criteria set by the Financial 

Planning Education Council (FPEC) in its Australian Higher Education Curriculum and Accreditation 

Framework in Financial Planning3 (Curriculum and Accreditation Framework). The FPEC was established by 

the Financial Planning Association of Australia (FPA) as “an independent body, chartered with the 

responsibility of raising the standard of financial planning education and promoting financial planning as a 

distinct learning area and career of choice for new students and career changers.”4   

Among FPEC’s major roles are the development of an Australian Financial Planning University Curriculum 

and development of accreditation requirements for approved courses. The national curriculum comprises a 

core body of knowledge and additional ‘desirable’ knowledge areas. Both are contained in Appendix 1 to the 

Curriculum and Accreditation Framework.5 

Under the FPEC framework, the curriculum requirements for retirement planning are covered in a knowledge 

area entitled ‘Superannuation and Retirement Planning’.  

The Curriculum detail for retirement is severely lacking. While there is a separate investment section, it is 

entirely focussed on accumulation phase concepts. This is reflected in the courses currently provided by 

Universities considered as leaders in the training of financial planners.  

We propose that retirement should instead be a separate knowledge area that covers the items outlined in 

Schedule 1 – Retirement Income Topics.  

We believe FASEA should set a higher standard for approving any of the existing degree courses offered in 

Australia. Currently FASEA must approve bachelor and higher degrees or equivalent qualifications under s 

 

3 December 2017, available via the FPA’s website: https://fpa.com.au/wp-content/uploads/2015/09/FPEC-
accreditation-and-curriculum-revision-DEC_2017-v2_final.pdf  
4 Ibid, at p1. 
5 Ibid, Attachment 1, from p36.  

https://fpa.com.au/wp-content/uploads/2015/09/FPEC-accreditation-and-curriculum-revision-DEC_2017-v2_final.pdf
https://fpa.com.au/wp-content/uploads/2015/09/FPEC-accreditation-and-curriculum-revision-DEC_2017-v2_final.pdf


  

 

921U of the Corporations Act the passing of which will satisfy the ‘first standard’ under s 921B(2)(a). 

However, the Corporations Act is silent on the criteria FASEA is required to apply in approving courses. By 

implication, if FASEA approves a course or qualification under s 921U, it is effectively passing judgment that 

it will be sufficient training to equip an adviser for the professionalisation of the advice industry that was the 

intent behind establishing FASEA. We cannot see how this judgment can be made without courses 

containing a greater focus on retirement. 

Without such a change, existing advisers with no degree, a related degree (possibly with a related post-

graduate qualification) or those with a completely unrelated degree, will not face any requirement for training 

in the provision of retirement-related advice. Moreover, the proposed pathways do not contain any 

retirement-specific training in the bridging requirements for existing advisers who do not meet the proposed 

first standard.  

Recommendations 

The assumption which should be made is that every client an adviser has is expecting to (and will) retire at 

some point in the future.  

It is essential that advisers are properly trained in the ‘project’ of accumulating savings (ie the wealth 

management piece) and the related, but separate, ‘project’ of safely consuming those savings in retirement 

(ie the retirement income piece). It is in the latter respect that the training is currently inadequate. 

Without a greater focus on retirement in the Curriculum set by FPEC, Universities will not be able to develop 

courses which train advisers in how to meet the needs of growing mass market of retirees.   

To ensure that advisers are well-placed to appropriately guide every one of their clients through retirement, 

we make the following recommendations to FASEA on its proposed adviser pathways: 

1. The FPEC Curriculum should be updated so that approved courses for new advisers incorporate specific 
training on retirement considerations, at a minimum those items covered in Schedule 1 – Retirement 
Income Topics. 

2. For existing advisers with no degree, the Approved Graduate Diploma education requirement should 
include the items covered in Schedule 1.  

3. Bridging pathway for advisers with a related or approved degree should include the items covered in 
Schedule 1 and should also include not less than 120 hours assessed at the level of AQF8 on retirement 
income. 

 

  



  

 

Schedule 1 – Retirement Income Topics 

This is a synopsis of a retirement income topics that all advisers should be required to study in order to pass 
an approved degree course relevant to becoming a financial adviser.  
 
Some of the topics could be included in other courses on financial planning, but if not, the topics should be 
covered in a retirement income course. 
 
Superannuation and product framework 

1. Superannuation rules: 

(a) Product structures 

(b) Drawdown rates 

(c) Tax treatment 

(d) Transfer balance cap 

2. Age pension entitlements, availability and means testing 

3. Aged care costs and government support 

 

Financial planning concepts 

4. Goals-based advice for retirees 

5. Household budgeting (70% of people enter retirement as part of a couple household) 

6. Ability of clients to understand the financial plan. Includes cognitive decline, investor behaviour and 

issues around elder financial abuse etc. 

 

Retirement income concepts 

7. Generating cashflows- the ‘retirement pay cheque’ 

8. Key retirement risks (and how they differ from accumulation): 

(a) Longevity 

(b) Sequencing risk 

(c) Inflation management 

9. Management of key retirement risks:  

(a) Mortality pooling  

(b) Defined benefit pensions 

(c) Guaranteed options 

10. Differences between continued growth, wealth preservation and capital consumption among retirees as 

determined by the starting retirement wealth and proposed rates of spending 

11. Retirement income planning approaches: safety-first v probability-based 

(a) sustainable spending 

(b) buckets (time diversification) 

(c) income layers (income diversification) 

12. Aged care planning 

 

Further background on the key differences is contained in the recent Challenger publication: Retirement 

Really is Different.6 

 

6   Available on Challenger’s website: 
https://www.challenger.com.au/group/Retirement_really_is_different_position_paper.pdf  

https://www.challenger.com.au/group/Retirement_really_is_different_position_paper.pdf
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