The Rise of Independent Financial Planning: A
Closer Look at the Advice-Only RIA Model

Why Independence Matters in Financial Advice

The financial services industry has long wrestled with a fundamental tension: how to offer
objective advice when the advisor's compensation is tied to selling products. For decades, the
commission-based model dominated, leaving many consumers questioning whose interests
were really being served. The emergence of independent financial planning as a distinct
discipline has offered a way out of this dilemma, and the recent attention on advice-only
registered investment adviser (RIA) models signals a shift that could reshape the profession.

At its core, independent financial planning means the advisor operates without a proprietary
product shelf. There is no incentive to push a particular mutual fund, insurance policy, or
annuity because the firm does not manufacture or distribute them. Instead, the planner
charges a flat fee, an hourly rate, or a percentage of assets under management. This structure
aligns the planner's income with the quality of the advice provided, not with the volume of
products sold. The result is a relationship built on trust rather than transaction.

The Advice-Only RIA Model: What Makes It Different

The advice-only RIA model takes this idea a step further. In this arrangement, the advisor does
not manage money or execute trades. They provide guidance, build a plan, and help the client
implement it through low-cost custodians or the client's existing broker. The planner never
touches the assets. This eliminates even the subtle conflict that arises when an advisor
recommends a portfolio strategy that generates higher management fees. The advice stands
on its own merits.

This model is particularly appealing for younger investors, people with simpler finances, or
anyone who does not want to hand over control of their accounts. It also appeals to clients
who already have a relationship with a discount brokerage and simply want a second opinion
or a comprehensive plan. For the planner, it means lower regulatory overhead, no custody
agreements, and the ability to take on clients who might otherwise be too small for a traditional
wealth management practice.

How Independent Financial Planning Reduces Conflicts

The most obvious benefit of independent financial planning is the reduction of conflicts of

interest. When a planner is not paid by a product manufacturer, the recommendations they
make are more likely to reflect the client's actual needs. For example, a commission-based
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advisor might steer a client toward a variable annuity because it pays a high commission, even
if a simpler low-cost term life policy and a separate investment account would serve the client
better. An independent planner has no such incentive.

But the conflicts go deeper than product selection. There are also conflicts around asset
location, rebalancing frequency, and tax strategy. A planner who earns a percentage of assets
under management might be tempted to discourage a client from paying off a mortgage early,
because that would reduce the assets under management. An advice-only planner, who
charges a flat fee, has no reason to resist the payoff. The advice can be purely about what
makes financial sense for that household.

Another subtle conflict involves the use of proprietary models and software. Many large
brokerage firms have their own planning tools that are designed to present their products in the
best light. An independent planner can choose from a wide range of open-architecture
software, selecting the tool that best fits the client's situation rather than the one that favors
the firm's products.

Access and Affordability: Expanding the Client Base

Independent financial planning has historically been associated with high-net-worth
individuals. The traditional RIA model, where the advisor charges a percentage of assets,
works best when the client has a large portfolio. For someone just starting out, with only a few
thousand dollars saved, the fees would be too small to interest most advisors. The advice-only
model changes that calculus.

By charging a flat or hourly fee, the advice-only planner can serve clients at any asset level. A
recent graduate with student loans and a first job can pay for a one-time financial plan to set
up a budget, an emergency fund, and a retirement account. A mid-career professional with a
401(k) rollover can pay for a plan to optimize the asset allocation and tax strategy. This opens
the door for a much broader segment of the population to receive professional financial
guidance.

Of course, the flat-fee model requires the planner to be efficient. The typical engagement might
involve an initial meeting, data gathering, plan creation, and a review session. The planner must
be skilled at gathering information quickly and at communicating complex ideas clearly. The
business model works because the planner can serve a larger number of clients over the
course of a year, each paying a reasonable fee, rather than relying on a few large accounts.

What to Look For in an Independent Financial Planner

If you are considering working with an independent financial planner, there are several practical
steps you can take to ensure you are getting genuine independence. First, check the advisor's



registration. Anyone who charges fees for financial planning and gives securities advice should
be registered with the SEC as an RIA or work for an RIA firm. You can verify this on the SEC's
Investment Adviser Public Disclosure website.

Second, ask about compensation. A truly independent planner should be willing to explain all
sources of income. If they say they are fee-only, confirm that they do not receive commissions,
12b-1 fees, or any form of third-party compensation. The National Association of Personal
Financial Advisors (NAPFA) and the CFP Board maintain directories of fee-only planners who
have committed to a fiduciary standard.

Third, look for a written fiduciary oath. Many independent planners will provide a signed
document stating that they will act in the client's best interest at all times. This is not a legal
requirement for every advisor, but it is a strong signal of commitment to ethical practice.
Fourth, ask how they handle conflicts. A good planner will acknowledge that no model is
perfect and will explain the steps they take to manage any residual conflicts, such as
recommending low-cost index funds over actively managed funds.

Challenges and Trade-Offs in the Advice-Only Space

Independent financial planning is not without its challenges. For the planner, the biggest hurdle
is building a sustainable practice. Without the steady stream of product commissions or asset-
based fees, the advice-only planner must attract enough clients to cover their overhead and
earn a living. This requires strong marketing, a clear value proposition, and efficient systems.
Many advice-only planners operate as solo practitioners or in small partnerships, which can
lead to isolation and burnout.

For the client, the challenge is finding a planner who truly understands their situation. Because
the advice-only model is still relatively new, the pool of experienced practitioners is limited.
Clients may need to interview several candidates before finding one who specializes in their
specific needs, whether that is retirement planning, tax optimization, or college funding.

There is also the question of implementation. In a traditional advisory relationship, the advisor
handles the trades, rebalancing, and account paperwork. In the advice-only model, the client
must execute the plan themselves or work with a separate custodian. Some clients appreciate
the control, but others find it overwhelming. A good advice-only planner will provide clear
instructions and checklists to make the implementation process manageable.

The Future of Independent Financial Planning

The interest in advice-only RIAs reflects a broader trend toward transparency and consumer
empowerment in financial services. As investors become more educated and skeptical of
hidden fees, the demand for genuinely independent financial planning is likely to grow. The



model also aligns with regulatory trends. The Department of Labor's fiduciary rule, though
vacated in court, raised awareness of the difference between advice that is merely suitable and
advice that is truly in the client's best interest. State-level fiduciary proposals continue to push
the industry toward higher standards.

Technology is also playing a role. Better planning software, secure document sharing, and
video conferencing make it feasible for a solo planner to serve clients across the country. This
geographic reach means that a client in a small town can access the same quality of advice as
someone in a major financial center. The combination of technology and the advice-only model
has the potential to democratize financial planning in a way that was not possible a decade
ago.

Independent financial planning is not a magic bullet. It requires effort from both the planner
and the client. But for those who value objectivity, transparency, and control, it offers a
compelling alternative to the traditional product-driven model. As more planners adopt the
advice-only RIA approach, the industry may finally move closer to the ideal that every client
deserves: advice that is truly independent.



