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Dear Mr Taylor,  

AFA Submission on Outsourcing, Offshoring and the Code of Professional Conduct 

The Association of Financial Advisers Limited (AFA) has served the financial advice sector for 70 years.  Our objective is 

to achieve Great Advice for More Australians and we do this through:   

• advocating for appropriate policy settings for financial advice   

• enforcing a Code of Ethical Conduct   

• investing in consumer-based research   

• developing professional development pathways for financial advisers   

• connecting key stakeholders within the financial advice community   

• educating consumers around the importance of financial advice   

The Board of the AFA is elected by the Membership and all Directors are required to be practising financial advisers.  

This ensures that the policy positions taken by the AFA are framed with practical, workable outcomes in mind, but are 

also aligned to achieving our vision of having the quality of relationships shared between advisers and their clients 

understood and valued throughout society.  This will play a vital role in helping Australians reach their potential 

through building, managing and protecting wealth.   

Introduction 

The AFA welcomes the opportunity to provide feedback on the exposure draft TPB Practice Note TPB(PN) D38/2017. 

Outsourcing and Offshoring are a common part of the modern financial advice business.  It is very unlikely that a 

business would completely avoid this and therefore it is important that the right due diligence is done at the start of 

any outsourcing or offshoring relationship and that appropriate controls are in place and utilised over time. 

The AFA is supportive of the proposals with respect to the factors for tax practitioners to consider, however note that 

there may be existing financial advice businesses who have set up arrangements in the past that do not meet all of 

these considerations and will need to be addressed.  This might not be possible until the end of a contract or at a 

major contract review.  It is also noted that updating business processes can sometimes take considerable time as 

each different element is progressively implemented.  This might involve utilising the guidelines for new business 

arrangements, but also to address gaps in previously agreed business arrangements. 
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Understanding Outsourcing in a Financial Advice Context 

The AFA notes that outsourcing may occur in the following areas for a financial advice business: 

• The preparation of a Statement of Advice, via paraplanning. 

• The production of a Statement of Advice through financial planning software (i.e. XPlan, Coin, Midwinter etc) 

• Administration activity such as loading client data into financial planning software. 

• Specialised tailored advice, relying on particular expertise, such as the selection of direct shares. 

• Access to external professional services such as lawyers for estate planning. 

• Business information stored with a cloud computing service provider. 

• Research services for financial product selection. 

• For those offering SMSF services, SMSF administrators. 

• Commission and fee payment processing services. 

• Compliance - file review services. 

• Ongoing Continuous Professional Development service providers. 

• Claims management services to assist with insurance clients. 

• Client communications including newsletters and social media activity. 

It is recognised that some of the above services will involve information at a business level and others will involve 

information at the client level. 

It is our view that financial advisers are much less likely to outsource the following activities: 

• Data collection on the client’s needs, objectives and personal circumstances. 

• The delivery of financial advice, through the presentation of the Statement of Advice. 

• The ongoing servicing with respect to the provision of additional advice to existing clients. 

 

Disclosing Client Information to Third Parties 

In our view, this is the area that presents the greatest challenge for financial advisers as there are often a number of 

outsourced service providers who require access to client level information.   

It is very common for financial advisers to get client consent to the sharing of client information with third parties at 

the start of a client relationship.  This is in addition to adherence with the other obligations that apply with respect to 

the Privacy Principles. 

The outsourced service providers may change over time, such as using a range of different para-planners or changing 

licensee or using a different system provider. 

We do not believe that it is practical for a financial adviser to get consent from clients for each specific outsourcing 

arrangement or to go back to clients where there is any change to any of the existing third parties that are involved in 

the overall provision of the services to clients.  We would recommend that a model based upon obtaining general 

client consent for the utilisation of outsourced service providers should be sufficient. 

 

Services are Provided to a Competent Standard  

The financial adviser is ultimately responsible for the provision of financial advice to clients and will need to 

comprehensively check the Statement of Advice before it is presented to the clients.  The fact that they are the one 

who is ultimately responsible and actually presents it to the clients better ensures that appropriate controls are put in 

place and that the quality of the end product provided to clients complies with the required standard. 
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Adequate Supervision and Control 

Whilst we appreciate the importance of supervision and control, as stated above, we do not believe that financial 

advisers will outsource the actual provision of financial advice and therefore tax (financial) advice services.  Whatever 

work is completed by outsourced service providers will need to be reviewed by the financial adviser before it is 

presented to the client.  This means that supervision will need to be undertaken with respect to this peripheral 

activity, however this is not directly related to the provision of financial advice.  We therefore do not believe that this 

requirement will be a major issue for financial advisers. 

 

Ascertaining the Client’s State of Affairs  

Understanding the client’s needs, objectives and personal circumstances is a core step in the financial advice process.  

As stated above, this is a step that financial advisers will be integrally involved in and will be very hesitant to outsource 

to a third party.  For this reason, we do not think that this code requirement is going to present any major issue for 

financial advisers. 

 

Professional Indemnity Insurance 

It is noted that professional indemnity insurance needs to cover exposures that may arise as a result of the 

outsourcing or offshoring of business functions.  It is also understood that brokers and insurers seek to develop a good 

understanding of the business operations of their clients and will take this into account.  We do not anticipate that 

this requirement will pose a major issue for tax (financial) advice businesses. 

 

Conclusion 

The AFA is supportive of sensible requirements applying to the outsourcing of certain business functions, however 

notes that this should be done on a basis that provides transitional arrangements for existing outsourcing contracts.  

With respect to client consent for the transfer of information to third parties, we recommend a pragmatic general 

consent solution, rather than one based upon each specific third party arrangement. 

 

If you require clarification of anything in this submission, then please contact us on (02) 9267 4003.  

Yours sincerely,    

 

 

 

 

Phil Anderson 
General Manager Policy and Professionalism 
Association of Financial Advisers Ltd 
 


