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CEO message

Dream, plan and live
This month, we’re in celebration mode with our annual consumer
awareness campaign, Financial Planning Week (21-27 August).

In August, we’re setting out to inspire
Australians to dream, plan and live a life with
no regrets. Financial freedom can play a
powerful role in this and this year’s Financial
Planning Week campaign will highlight
the importance of taking charge of your
finances to help you achieve your dreams.
Financial Planning Week is also a time for
planners to celebrate the great work you
do empowering clients each day. So, I
encourage you to celebrate and support
Financial Planning Week. You can read
more about what’s being planned for the
week on page 14.

Uniting on a global front
We’re also thrilled to be taking part in a
new global campaign, World Investor
Week, an initiative of the International
Organization of Securities Commissions
(IOSCO). The FPA has been invited to
participate through our partnership with
the Financial Planning Standards Board
(FPSB), who we collaborate with to deliver
the CERTIFIED FINANCIAL PLANNER®
certification in Australia.

Financial Planning
Week is also a
time for planners
to celebrate the
great work you do
empowering clients
each day.
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them to achieve their goals. Our outdoor
advertising alone saw this message get
in front of 9.5 million Australians. You can
read more about the campaign on page 9.

Recognising outstanding
achievement
I’m delighted to have our most recent
Gwen Fletcher Memorial Award winner
take centre stage on the cover of this
month’s edition. Bronnie Abraham is
certainly a high achiever, a committed
professional and strong client advocate.
Well done Bronnie on achieving the highest
overall mark in the final unit of the CFP®
Certification Program.
I’d also like to congratulate all of you who
completed your Semester 1 studies in
the CFP® Certification Program and LRS®
Life Risk Specialist Program. Many of you
combine work and study into your lives.
This takes real commitment and I truly
commend you.

During World Investor Week, 2-8 October
2017, regulators and organisations on
six continents will join together to raise
awareness of the importance of investor
education and protection. I’ll be sharing
more on this closer to the date.

Speaking of recognising excellence,
don’t forget the 2017 FPA Awards are
open for nominations until 1 September.
I encourage you to take some time out of
your week to reflect on the work you do;
whether it be the positive impact you make
in your clients’ lives, or the running of a
thriving practice. You deserve recognition.

Consumer advertising
wraps up

This year, to make it easier for you, the
application process is completely online. You
can find out more at fpa.com.au/awards.

Our 2017 consumer advertising
campaign has now wrapped up. Funded
by our CFP® professionals, this year’s
advertising brought to life how CFP®
professionals help everyday people with
tangible financial solutions that enable

Enjoy the edition.
Dante De Gori CFP®
Chief Executive Officer

Follow Dante on Twitter @ddegori10
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News

‘Independently owned’ definition clarified
The regulator has clarified its position on the
use of the restricted term ‘independently
owned’ under s923A of the Corporations Act.
Currently, s923A stipulates that financial
service providers can only use certain
restricted words and expressions if they do
not receive commissions, volume-based
payments, or other gifts or benefits, and
operate without any conflicts of interest.
However, under s923A, while some words,
including ‘independent’, ‘impartial’ and
‘unbiased’, are specified as restricted words,
there was still some uncertainty as to whether
terms, like ‘independently owned’, were also
restricted.

“Following external
legal advice,
ASIC’s position is
that words such
as ‘independently
owned’, ‘nonaligned’ and
‘non-institutionally
Peter Kell, ASIC
owned’, and other
similar words or
expressions, can be used only if a financial
planner satisfies the conditions set out in
s923A,” said ASIC deputy chairman,
Peter Kell.
“This means that if a financial planner does
not receive any commissions or volume-

based payments, or other gifts or benefits,
and has no conflicts of interest or influence
from any product issuer, then they can
describe themselves as being ‘independently
owned’. However, if the financial planner
does receive commissions or operates with
conflicts of interest, then they will not be
permitted to use the term ‘independently
owned’ or other like words or expressions.”
According to Kell, the regulator will provide a
facilitative compliance period of six months,
to enable advice firms that do not satisfy
the conditions in s923A to change their
websites and documents to remove terms
like ‘independently owned’, ‘non-aligned’ or
‘non-institutionally owned’.

ASIC Industry Funding Model change
The Government has released the final
regulations for the ASIC Industry Funding
Model, which details the formula to be
used to calculate the levy payable by
regulated entities, including AFS licensees.
The first levies are due to be collected from
July 2018.
Under the Government’s cost recovery
model for ASIC, instead of its previous 2016
fully variable model for financial advice, it has
reintroduced a fixed component.
The final model for licensees providing tier 1
personal financial advice (Section 43) includes
a fixed levy component plus a graduated levy
component using the following formula:
Minimum levy component

+

graduated levy component
The minimum levy component is $1,500. To
this amount, you must add the graduated levy
component based on the following formula
(see below):

ASIC’s sub-sector
regulatory costs

–

(Minimum levy
component of $1,500
x number of licensees)
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According to the FPA, it is important to
remember that the application of each levy is
determined by the authorisations held on your
licence and the definition of each section within
the regulations. So, in addition to the above
levy, you may also incur the following levies:

• Licensees that provide only general advice
to retail or wholesale clients (Section 40);

• Insurance product distributor – will
capture those authorised to ‘deal’ in
general insurance, life risk insurance
products or investment life insurance
products (Section 70);

• Licensees that provide personal advice
to retail clients on only products that are
not relevant financial products (i.e. basic
products – Section 42).

• Securities dealer – will capture those
licensed to ‘deal’ in securities, with more
than $250,000 in transactions executed on,
or reported to, a large securities exchange
in the financial year (Section 67); and

FPA submission

• MDA – will capture those who provide
MDAs, including MDA services
(Section 32).

• Licensees that provide personal advice to
only wholesale clients (Section 41);

The FPA directly fought against this change
with ASIC, Treasury and the Minister in its
submission, as it believed it to be inequitable.
The FPA’s submission on the draft regulations
highlighted the following concerns:

Other advice levies

• the need for a fully variable rate for the tier
1 personal financial advice levy;

If you do not provide tier 1 personal advice,
or if you change your advice authorisation
during the financial year, you may fall into the
following advice levy sub-sectors:

• the need for a simple model;

(Number of advisers of licensee x number of days
tier 1 personal advice licence authorisation held)
(total number of advisers on FAR x 365 days)

• the impact of the Government’s model on
financial planners and competition within
the advice market, particularly small and
medium licensees; and
• the need for a more equitable risk-based
user-pays funding model to ensure those
entities that attract regulatory activity, pay
for the cost of such activity.

Campaign reaches over 9.5 million
A CFP
HELPED
ME START
MY DREAM
BUSINESS

®

A CERTIFIED FINANCIAL PLANNER® professional is internationally recognised for
the highest education and ethical standards. So if you want financial advice, just look
for a CFP® professional. You can find one today in your local area at fpa.com.au
CFP,® CERTIFIED FINANCIAL PLANNER ® and CFP Logo ® are certification marks owned outside the U.S. by Financial Planning
Standards Board Ltd (FPSB). Financial Planning Association of Australia Limited is the marks licensing authority for the CFP
marks in Australia, through agreement with FPSB.

The FPA’s national consumer advertising
campaign has wrapped up, but not
before raising awareness of the CFP®
designation by reaching 9.5 million
Australians outdoor and over 2 million
through print.
The three month campaign, which
was funded by an advertising levy from
CFP® professionals, kicked off in April.
The campaign’s four key messages

demonstrated the ways in which a CFP®
professional can improve the lives of
everyday Australians and help them
achieve their financial and lifestyle dreams.
The campaign ran across both print and
outdoor advertising, including in national,
metropolitan and regional newspapers,
as well as throughout retail centres, bus
shelters, train stations and tram stops.
According to FPA Head of Marketing,
Elle Manton, this year’s campaign
was designed to dispel the myth that
financial planning is just for the wealthy,
by demonstrating the ways that CFP®
professionals can improve the lives of
everyday Australians.
“The introduction of outdoor advertising
is a first for the FPA and has put the
campaign message in front of 9.5 million
Australians going about their daily
activities,” Manton said. “This campaign
forms a key component of the year round
mix of marketing activity to create greater
awareness of the CFP® designation in
Australia.”
Manton believes CFP® professionals can
help reinforce the advertising and promote
their CFP® designation individually by using
the Good Advice lock up on their website
and email signature.

9.5 million

Australians reached outdoors, compared to the online
reach of 6 million in 2016 and 4.8 million in 2015

Over 2 million

Australians reached through print advertising

82 print adverts

ran in 51 national, metropolitan and regional newspapers

650

the number of outdoor screens nationally
that advertising ran across

FPA Awards
nominations
close soon
Entries close at the end of
this month for this year’s
prestigious 2017 FPA Awards.
These annual awards recognise
excellence for Australia’s
leading financial planners,
practices, paraplanners and
students of financial planning,
in their respective categories,
as well as acknowledging FPA
members who have gone
above and beyond for their local
community.
The six categories open for
submissions are:
• FPA CERTIFIED
FINANCIAL PLANNER®
Professional of the Year
Award
• FPA Financial Planner
AFP® of the Year Award
• FPA Professional Practice
of the Year Award
• FPA Paraplanner of the
Year Award
• Future2 Community
Service Award
• FPA University Student of
the Year Award
The deadline for entries is
1 September, with the winning
award recipients announced
in November at the FPA
Professionals Congress in
Hobart.
Entries this year are online.
To find out more, head to
fpa.com.au/awards
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News

2017 FPA National Roadshow wrap-up
standards legislation, and the proposals
submitted to the Financial Adviser Standards
and Ethics Authority (FASEA) by the FPA,
were key areas of focus at the roadshow.

from members to the FPA’s draft proposal
for a 100-point education framework, in
order to bring existing financial planners up
to an approved degree level.

Financial planning professionals came
together to listen to timely updates on
policy and legislation from the FPA, as
well as insights on identifying investment
opportunities in global markets from
roadshow partner, Platinum Asset
Management.

FPA chief executive officer, Dante De Gori
CFP® said FASEA will begin working out the
details of the new professional standards
and education framework for financial
planners, ahead of the commencement of
the new requirements on 1 January, 2019.

“Out of a total of 843 respondents who took
part in live polling, 84 per cent of delegates
‘agreed’ or ‘strongly agreed’ with the FPA’s
proposed 100-point framework.

The forthcoming education and professional

De Gori was also pleased by the response

After three months on the road, the 2017
FPA National Roadshow has completed its
33-leg journey around Australia.

“We have had some great feedback
from those who attended, and as with all
feedback, we are listening,” De Gori said.

The FPA congratulates the following members who have been admitted as
CERTIFIED FINANCIAL PLANNER® practitioners.

NSW

QLD

Karoline Besser CFP
Mercer Financial Advice

Liam Ferguson CFP
FB Wealth Management

Luke Verwey CFP
Mercer Financial Advice (Australia)

Donna Picton CFP
Elston Partners

Xiao Yang CFP
StatePlus

Mark O’Flynn CFP
Tupicoffs

®

®

®

Jake Smith CFP
StatePlus

®

®

Liang Wei Wong CFP®
Shadforth Financial Group

®

James Li CFP®
Telstra Super Financial Planning

Sharan Sheth CFP
Ellerfield Financial Planning

®

®

Zachary Trinnick CFP
Focus Patners

®

Simon Boom CFP
Bridges Financial Services
®

Keith Tse CFP®
ICare Wealth Management
Suzanne Johnston CFP®
Apt Wealth Partners
Toby Sinclair CFP®
StatePlus
Xiao Chun Ding CFP®
AMP Financial Planning
Terrence Vogiatzis CFP®
Centrix Wealth
Andrew Wong CFP®
Insight Private Wealth

SA

Stuart Skidmore CFP®
Saracens Private Wealth
David Lofthouse CFP®
Arthur J Gallagher Life Solutions

Warren Standing CFP®
Rise Standards

Jamie Mazoudier CFP®
AMP Financial Planning

TAS

WA

Simon Bresnahan CFP® LRS ®
GDA Financial Services

Cynthia Gerrard CFP®
HSBC Bank Australia

VIC

Michael Brindal CFP®
Patersons Securities

Cameron Forbes CFP®
Forbes Financial Planning
Stephen Asztalos CFP®
Shadforth Financial Group
Jonathan Grigg CFP®
Patersons Securities
Vincenzo Madaffari CFP®
PFG Financial Services
Jacques Desire CFP®
Consultum Advisers
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Jessica Nance CFP®
OzPlan Financial Services

Trevor Tollis CFP®
Peritus Private Wealth
David Gee CFP®
Mercer Financial Advice
Tammy Stone CFP®
Knight Financial Advisors
Ying Chieh Chen CFP®
NAB

Congress

Congress early bird closing soon
Experience an unforgettable
journey to MONA.

starting at 3pm on
Wednesday.
A welcome reception
and the opening of the
expo will follow these
two workshops in the
exhibition hall at 5:30pm.

The 2017 FPA Professionals Congress will
take place at the Hotel Grand Chancellor
Hobart on 22-24 November.
Delegates will receive $150 off the
standard registration fee if they register
before 31 August.

Other social events at
Congress will include the
highly anticipated Future2
evening celebration on
Thursday, which will take
place at the Museum of New and Old
Art (MONA). Delegates will travel to this
venue via ferry (pictured), allowing them to
experience the Derwent River firsthand.

The Congress kicks off on Wednesday
22 November, with a three-hour FPA
Professional Practice workshop starting at
2pm. This workshop will focus on sharing
best practice ideas and strategies, and is
open to practitioners working in an FPA
Professional Practice.

Spend the evening exploring the many
layers of MONA, from ancient Egyptian
mummies to some of the world’s
most infamous and thought-provoking
contemporary art. At this ‘non-seated’
event, see, taste and experience an
abundance of food, art and entertainment,
as you explore within and outside the
galleries.

And following last year’s popular
paraplanning workshop, there will also
be a two-hour paraplanning workshop

The popular ‘Women in Financial Planning
Breakfast’ will also make a return on
Thursday 23 November.

TAKE A TASSIE
CHALLENGE
Delegates attending this year’s FPA
Professionals Congress have the
option of participating in one of four
unique challenges prior to the start of
Congress. All four challenges are in
support of the Future2 Foundation.
The first challenge is the annual Future2
Wheel Classic. Now in its eighth year,
this year’s ride will follow a seven day
route, starting in Devonport on 16
November and finishing in Hobart on 22
November. The seven day route covers
a distance of 726km.

And for those not into the seven day
cycling challenge, there are four
other options:

This year’s Congress will offer
practitioners up to 14 CPD hours, with
workshops covering best practice,
technical solutions, leadership and
personal growth.
The Congress ticket entitles delegates to
the following:
• welcome reception;
• all keynote sessions;
• all workshops (delegates will have
an opportunity to pre-select their
workshops);
• access to the exhibition hall;
• congess app; and
• lunch and light refreshments.
There is an additional cost of $150 to
attend MONA: A Future2 Celebration and
$60 to attend the Women in Financial
Planning Breakfast.
The Congress will officially close at 2:30pm
on Friday, providing delegates with plenty of
time to make their flights back home.
For more information on this year’s
FPA Professionals Congress or
to register your attendance and
receive the Early Bird discount,
go to fpacongress.com.au
Breathe in the incredible
Tasmanian vistas.

• A four day Future2 East Coast
Challenge, which has been graded
‘easy’ and includes multi adventure
activities, like kayaking, cycling
and hiking across the east coast
off Tasmania;
• A four day Alpine Hiking Challenge,
which is graded ‘moderate’ and
features a series of day walks; and
• A five day Extreme Hiking
Challenge, which is graded ‘difficult’.
Participants walk the Mount Anne
circuit, which is one of the world’s
classic hiking treks.

By signing up to one of these
Tasmanian challenges or the Wheel
Classic, participants will undertake to
raise at least $1,500 for Future2.
For more information, email
info@future2foundation.org.au or
go to www.future2foundation.org.au/
events
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Opinion

Professionalism and red tape
Q: Which forms of regulation are impinging on the professionalisation
of financial advice? What additional powers or rights do financial planners
need to achieve professionalism in the community?
Cody Harmon AFP®

Financial Adviser and Managing Partner, Hard Line Wealth
Licensee: Fitzpatricks Private Wealth
Regulation is not preventing professionalism in
financial advice. Professionalism is a choice,
regardless of regulation, and for a financial
adviser who has only seen an industry post
FoFA, I have no complaints around regulation
inhibiting my ability to be a great planner.
When you advise a client, you do whatever is
in your power to put them in a better position.
Increase their net worth with strategic advice,
and don’t try and just capture FUM and use this
as a measure of your success. If you work in
your clients’ best interest and follow compliance
basics, then regulation is no longer an issue.
Respect and professionalism of the advice
profession has been challenged by past advice
scandals. In my opinion, most of these scandals
have been indirectly caused by improper
ways of charging for advice and poor planner

remuneration models, which have been phased
out through regulation.
Many planners still charge percentage based
fees and pretend to be fund managers. Many
planners also fail to provide valuable strategic
advice around direct property. In my opinion,
this alienates the respect from most property
loving Australians.
Instead, meet clients where they are and add
value to their existing situation, then educate
them over time about the importance of
diversification. That is one of many ways we
could increase professionalism and respect in
the eyes of the community.
Let’s be more holistic than just superannuation
and insurance.

Simon Podesta CFP®
Principal, Infinity Wealth Solutions
Licensee: Financial Wisdom
We now have a legal and prudential obligation
to act in our client’s best interest, which is
a great result for consumers and lifts the
profession as a whole. With this, there is an
expectation that under this duty, an adviser
can provide advice covering a client’s entire
financial situation. Where I see a problem
is that this conflicts with some of the older
regulations that set the basic controls on the
provision of advice.
Under our licensing arrangements, we may
provide personal advice on financial products
and only on financial products to the exclusion
of other factors in a client’s financial life.
For example, personal advice cannot be
provided in relation to specific direct property
investments, however, throw it into an SMSF
or a managed investment scheme, and it is
classified as a financial product.
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Narrowing the scope of a client’s finances
that can be reviewed in this way prevents us
from providing truly holistic and professional
advice. I would also argue that limiting advice
to ‘financial products’ promotes product-based
advice only, rather than genuine professional
advice that meets the best interest of the client.
Resolving this issue is critical and I would like
to see additional options be made available to
planners to undertake further education and
obtain qualifications to broaden their scope
and deliver advice that is both professional and
well-regulated.
In stark contradiction to this is the lack of
regulation whereby an uneducated and
unqualified individual can provide property
advice, as they are not licensed nor are they
required to be.

Charles Badenach CFP®

Principal and Private Client Adviser, Main Street Financial Solutions
Licensee: Fitzpatricks Private Wealth
Whilst necessary in many areas, the regulation
of financial advice has unfortunately created
a significant administrative burden that
businesses now need to absorb, which has
in turn resulted in a number of unintended
consequences including:
• The cost of advice has increased;
• Businesses are now more selective in the
clients they deal with; and
• Many Australians are missing out on advice
as they represent an ‘unecomomic’ segment
that financial planning businesses simply
cannot afford to service.
One of the key drivers of this has been the
requirement to provide a Statement of Advice
whenever personal financial advice is given in
all cases, irrespective of the client’s personal or
financial circumstances.
In my view, there should be a limited exemption
for clients with straight-forward circumstances
and a low investment balance, where an adviser

is able to provide verbal advice, provided this is
documented in the file notes and signed by the
client.
For every other profession (such as, doctors,
lawyers and medical specialists), they are able to
provide simple personal advice without the need
to prepare a detailed report for each client.
The journey to professionalism is an
evolving one and increasing the education
requirements is one of the key drivers of this.
To further increase the professionalism, we
need to clearly distinguish between ‘aligned’
and ‘unaligned’ advisers, so the public is
aware of any perceived bias in a product
recommendation.
In my view, to ensure consistency across all
industries, ASIC should next turn its attention
to the real estate and mortgage broking
sectors, as they also have a significant
influence on the Australian public’s financial
well-being.

Donna Picton CFP®
Manager Wide Bay, Elston
Licensee: EP Financial Services
Increasingly, we’re hearing of laws being
introduced to better protect client outcomes.
These laws can be loathed by professionals
due to the resulting complexity and time spent
in administering these laws, often at the cost of
time spent with clients.
The teaching and medical professions are two
clear examples of increased red tape taking
away from students and patients alike. Our
profession is no exception to this, following the
introduction of FoFA’s opt-in legislation.
True professionals in our industry have an
inherent set of values, a client aligned focus
and an ethical framework to ensure clients can
maintain trust and receive proactive service,
cost transparency and long-term positive
outcomes. These are integral requirements
to building long-term client relationships, a
sustainable business and underpinning the
community belief in the profession at large.
There is no question that the opt-in laws have

created an onerous rigidity in the way we advise
clients. This is making it harder and more costly
to undertake our true job as planners; looking
after the long-term best interests of our clients.
It’s crucial for the future direction of our
profession to continue the focus on protecting
client outcomes. This means focusing more on
stricter laws that create penalties for the wrong
actions of a few, rather than penalising the right
actions of the majority (such as opt-in).
Imposition of laws must continue, placing
emphasis on the individual planner’s
accountability, while removing the shielding
once held by the licensee. We also need
effective implementation of mandatory laws on
minimum degree education requirements.
One would hope with these additional powers,
and the industry’s Code of Professional
Conduct, this will be sufficient to protect our
professionalism in the community, whilst relaxing
the processes created by the likes of opt-in.
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Opinion

Gil Gordon CFP® AEPS ®
Proprietor and Senior Adviser, RI Lower Hunter
Licensee: RI Advice Group
Professionalisation: the process of
transformation into a true “profession of the
highest integrity and competence”. In one
sense, the regulator’s retrospective reporting
demands on the major licensees is creating
pressure in this direction. In another sense,
it is counterproductive by failing to define the
standards to which the profession can be held.
The ‘fee for no advice’ mantra should be
supplemented with ASIC guidelines about a
minimum set of deliverables (e.g. investment
manager research, portfolio review and
reporting, objective capture and review against
those objectives). This minimum bar should be
defined in consultation with the industry and
then lifted over time.
If the regulator is not careful, it will drive away
the only participants with pockets deep enough
to invest in this profession, thereby, leaving the
second and third tier AFSLs who cannot afford
to properly oversee their advisers. NAB has
made a major move away from the financial
advice business and ANZ is moving in the

same direction. ASIC could well create the very
opposite of what it seeks.
Materiality is another critical issue which is
impeding the profession. A trivial disclosure
error can be held as a breach of the
Corporations Act and cost a practice thousands
of dollars and a licensee, millions of dollars. The
regulator’s habit of striking fear into the hearts
of every advice assurance team within Australia
over small issues such as:
• failure to list a suicide exclusion period in
a life insurance SOA;
• a minor asset allocation observation when
outside guidelines;
• failure to list a buy sell spread in an
investment switch; and
• failure to allocate correctly a specified fee
between licence, practice and adviser
which has created an environment where the
advice industry is failing to focus on the client
and their needs. In time, this environment will add
cost and lose clients to alternatives, who lack our
professionalism and commitment to the client.

Wayne Leggett CFP®
Principal, Paramount Financial Solutions
Licensee: Fortnum Financial Advisers
The Professional Standards Council defines
‘profession’ as: “A disciplined group of
individuals who adhere to ethical standards.
This group positions itself as possessing special
knowledge and skills in a widely recognised
body of learning derived from research,
education and training at a high level, and is
recognised by the public as such.”
Wikipedia defines a ‘professional’ as: “A
member of a profession or any person who
earns their living from a specified professional
activity.”
If we accept these definitions, it’s hard to
infer that regulation would have any effect on
our professionalism. Therefore, the issuing
of additional rights to us as practitioners will
have no bearing on our ability to ‘achieve
professionalism’.
Legislation may impose adherence to such

12 | Financial Planning | August 2017

conduct on a profession, but professionalism is
a manner in which you voluntarily elect to deal
with your clients; the automatic placement of
their best interests ahead of yours.
I was somewhat amused when our ‘best
interests’ duty’ became enshrined in legislation.
How could I tell a client that I am now required
by law to put their interests ahead of mine
without them thinking: “What the heck have you
been doing up to now?”
If we need the force of law to make us adhere
to a code of conduct, by definition, that’s not
professionalism, whether we care to admit it
or not.
Until we, as an industry, are recognised as
behaving in this manner ‘without’ legislative
compulsion, the public will never accept us as
a profession.

Live the Dream
As the theme for this month’s 17th consecutive Financial Planning Week
(21-27 August), the FPA is calling upon Australians to ‘Live the Dream’.
This year’s Financial Planning
Week will help re-energise and
inspire more Australians to live
their dreams and a life without
regret.
Through an optimistic and
engaging campaign, the FPA
will raise awareness about the
power of financial advice, and
how it can be a catalyst for
enabling more Australians to
live their dream.
“The aim of this year’s
Financial Planning Week is to
put financial planning on the
radar of more Australians,”
said FPA chief executive
officer, Dante De Gori CFP®.
“To do that, we have to join
together and share positive
stories that inspire people to
seek quality financial planning
advice. We’re inspiring them to
‘live the dream’.”
This year’s ‘Live the Dream’

campaign will use a range of
channels to reach consumers,
including research, videos and
social media.

Research
The ‘Live the Dream’ Research
Report is a state-based report
commissioned by the FPA
to understand what enables
people to live with less or no
regret, such as planning ahead.
The report will contain insights
into the characteristics of those
living their dream and what can
be learnt from their wisdom.
The research will be rolled-out
to the media prior to and during
the campaign.

Video
The FPA has developed two
‘Live the Dream’ videos, featuring
everyday people, inspirational
Australians and planners. The
videos, which contain real life

SOCIAL MEDIA COMPETITION
As part of Financial Planning Week, the FPA has launched
a social media competition. Consumers have the chance to
win a significant cash prize by explaining in 100 words or less
how $5,000 will kickstart their dream. The campaign hashtag
#getaplan will connect all conversations about the campaign
across multiple social media platforms, allowing the FPA and
members to join the conversation as it unfolds.
The competition runs from 4 August to 1 September.
Visit fpa.com.au/financialplanningweek

stories, are a personal and
persuasive way to demonstrate
the power of financial advice,
inspiring more Australians to live
their own dreams.

Social media
An intensive social media
campaign has been developed
that includes a #getaplan
competition to increase
consumer engagement. In
addition, the FPA’s Twitter
handle – @AustraliaFPA – will
answer tweets and post links to
content throughout the week.

Money & Life
To complement the ‘Live the
Dream’ campaign, the FPA’s
Money & Life website will
feature content relating to the
research and theme of Financial
Planning Week. This content
will be consumer-friendly and
shareable with your clients.

Member toolkit
A Financial Planning Week
toolkit will be available for
downloading on 21 August.
This toolkit will contain the
research report, an infographic,
social media images, videos,
the Financial Planning Week
logo and specific copy that can

CELEBRATE
Here are some ways to
make the most of Financial
Planning Week among your
own network:
• Send out a client
communication – It’s
the perfect excuse to
reach out to your client
database. Make use of
the suggested newsletter
copy that is available in
the member toolkit.
• Spread the word on
social media – Share
the videos, images,
articles and link to the
social media competition.
• Share the research
report with clients –
Share the insights and
findings. It could be
a great conversation
starter when you meet
with new clients.
• Make use of the logo
– Pop the Financial
Planning Week logo in
your email signature.
be uploaded to your practice’s
website and newsletter. This
toolkit will be available from
the FPA Member Centre at
fpa.com.au
For more, go to fpa.com.au/
financialplanningweek
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“What you learn
at uni doesn’t
compare to what
you learn on the
job. So, there
really is no better
way to learn than
through ‘on the
job’ training. In fact,
I strongly believe
that every degree
should come
with an internship
or practical
component to
ensure graduates
are ‘job ready’.”
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The right start
Bronnie Abraham CFP® is the fifth woman to win the Gwen
Fletcher Memorial Award for being the highest achieving
student in Semester 1 of the CFP® Certification Unit. She talks
to Jayson Forrest about what this achievement means to her.
It was six years ago that Financial
Planning first met Bronnie Abraham
– a final year student at Griffith
University, completing her Bachelor of
Commerce (Professional) degree. Fast
forward six years, and this young lady
has blossomed into an accomplished
planner.
And don’t be fooled by her youth;
Bronnie is no academic lightweight,
having received an FPA bursary for her
outstanding achievements as a student
at Griffith University and more recently,
taking out the prestigious Gwen
Fletcher Memorial Award for being the
highest achieving student in Semester 1
of the CFP® Certification Unit.
Today, Bronnie works as a planner
out of the Brisbane-based FPA
Professional Practice, Dolfinwise,
where she epitomises the next
generation of planners coming
through the professional ranks –
tertiary educated, career-focused and
ethically motivated.
The 27-year-old says she was
originally drawn to financial planning
because it was a technically
challenging career, where, importantly,
she could pursue the higher ideal of
genuinely helping people with their
financial needs.
“And the more I found out about
financial planning, the more it
appealed to me. The ability to have
such a huge positive impact on the
lives of individuals and help them

Name:
Name: Bronnie Abraham CFP®
Educational qualifications:
CFP®, BCom, C.Dec, DipFinMB
Position: Financial planner
Practice: Dolfinwise
Licensee: Paragem
FPA Professional Practice:
Yes
CFP designation:
June 2017
Years as a financial planner:
4 years

reach their financial and lifestyle goals,
was very appealing to me.”
The motivation that drives Bronnie
to constantly push herself to be the
best planner she can be, are the
occasional cases she comes across,
where people have received bad
advice and have subsequently lost
their assets as a result.
“It’s these types of stories that actually
make me feel sick in the stomach,”
she says. “What if that was my
mum or dad? How would that have
affected their lives? So, that keeps me
motivated to provide the highest quality
advice possible and to have a positive
impact on as many people as I can.”

Getting a start
Bronnie is actually a product of the
work-integrated learning opportunity

that’s part of the professional degree
program attached to her Bachelor
of Commerce degree at Griffith
University. This program incorporates
industry internships and professional
development days in the three-year
format it takes to complete the degree.
The internships begin in the second
year of the degree and carry through
to the third year.
And it was through this internship with
Dolfinwise – her current employer –
that provided Bronnie with her head
start in the profession.
“By the time I graduated from uni in
2011, I had already served a two year
internship with Dolfinwise. During this
time, I progressed from client services
and was doing paraplanning, which
gave me the solid foundations I needed
to become a planner,” she says.
“What you learn at uni doesn’t
compare to what you learn on the job.
So, there really is no better way to
learn than through ‘on the job’ training.
In fact, I strongly believe that every
degree should come with an internship
or practical component to ensure
graduates are ‘job ready’.”
It’s no surprise that Dolfinwise founding
partner, Jason Bragger CFP®, selected
Bronnie as an intern back in 2010. Her
enthusiasm and professional approach
to work, resulted in Bronnie going
full-time with the practice upon her
Continues on page 16
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“Women naturally have abilities to be great
advisers and I think we will see a lot more
women excelling in the profession.”
learn; it’s a constant process. So, having
the right guidance and mentorship at the
beginning of your career, can really set you
up as a professional.”

Passion
Course exemptions
For students undertaking the CFP®
Certification Program, course
exemptions may apply, depending
on previous study.
For example, students can progress
to a Masters degree to meet CFP®
Certification Program entry (with
exemptions for CFP 2, CFP 3 and
CFP 4 in most cases) or add CFP 1,
CFP 2, CFP 3 or CFP 4 to achieve
a ‘Masters equivalent’ to meet the
degree requirement.
Some education providers will allow
you to count your FPA study towards
a Masters degree as ‘cross credits’.
If you completed an approved
postgraduate program less than 10
years ago and have a degree, course
exemptions for CFP 2-4 may apply.
To find out more, go to
fpa.com.au/education

graduation, where she has worked for the
past seven years.
Not surprisingly, Bronnie attributes much
of her success as a planner to Jason – her
boss and mentor. No only was it Jason
who first identified Bronnie’s potential and
provided Bronnie with her first opportunity in
the profession, he has helped guide Bronnie
with her professional development.
“I believe that for any aspiring planner,
it’s essential to have a mentor,” she says.
“Being a planner, there’s just so much to
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At Dolfinwise, Bronnie specialises in
the advice areas of personal insurance,
superannuation, wealth creation and
estate planning. She also dabbles in pro
bono. And while she is passionate about
helping all types of clients, whether they’re
young professionals, business owners or
retirees, she is particularly drawn to helping
young professionals protect their financial
position and assisting them to set up for a
prosperous future.
“A key step for young professionals is
to ensure they have appropriate risk
management strategies in place, because
many people don’t consider what can go
wrong, especially when you’re young and
seemingly invulnerable. A person’s ability to
generate an income is their biggest asset, so
it’s important to protect that,” she says.
“And it’s also the simple things, like paying
attention to how your super is invested when
you’re young, because that is going to have
a huge impact on your savings at retirement.
So, my advice to young professionals is to
start the financial planning conversation
earlier in your career, rather than later.”

CFP® designation
And with Bronnie’s commitment to the
profession, it was a “no brainer” for her to
sign up to the CFP® Certification Program
in 2013.
“I felt that if I was serious about my career,
then there was no other option for me other
than doing the program,” she says. “I think
it’s really important to demonstrate to clients
my commitment to the profession by having
the highest qualifications available.

“Even after finishing my degree, and
having worked in the profession for so
many years, I felt there was still a lot for
me to learn. And so, the CFP® Certification
Program was the obvious way for me to
further my knowledge.”
Bronnie is adamant that having the CFP®
designation will provide her clients with
confidence in her technical abilities and
importantly, in her professional integrity.
“The CFP® designation shows that I am
dedicated to providing the highest quality
advice possible. To me, the designation is
integral to being a professional. I strive to
be the best, and so I consider the CFP®
designation to be the best indicator of
professionalism for our market.”
Although it took Bronnie four years to
complete the CFP® Certification Program,
she concedes that taking the “slow and
steady” approach to her studies, which
were interrupted by a six month sabbatical
in the UK, worked best for her.
She offers the following advice to anybody
considering undertaking the program.
“First of all, don’t underestimate the
time required to complete the CFP®
Certification Program,” she says. “It’s not
easy and you’ll have to make some lifestyle
sacrifices in order to complete it. So, it’s
important to have a good work/lifestyle
balance whilst studying.
“The key for me was to be extremely
organised from the very first week I started.
I would set myself weekly goals. I then
broke up the work into smaller sections
and tackled it one part at a time. This
approach was less daunting for me and as
I progressed in my studies, it gave me a
sense of achievement.”
Bronnie also made use of the FPA’s study
resources during her studies, which included
joining a study group for the assignment. “I

found it incredibly helpful to bounce ideas off
others, to ensure I wasn’t missing anything.”
And for the examination part of the CFP®
Certification Assessment, Bronnie made
sure she was fully prepared beforehand
by writing her own comprehensive set of
notes, instead of relying upon the course
notes during the exam. “I did this because
I knew I’d just waste time trying to find the
answers in the course notes.”

Award
So, what does winning the Gwen Fletcher
Memorial Award mean for the 27-year-old?
“Naturally, it’s a huge honour to receive
this award in memorial of Gwen Fletcher,
who was instrumental in bringing the CFP®
Certification Program to Australia,” Bronnie
says. “The technical quality of students
completing this program was particularly
high, so to be the overall student to take
out this award has given me enormous
confidence in my own personal ability. And
I’m sure Gwen would be pleased to see
another woman win this award.”
In fact, Bronnie is the fifth woman, out of a
total of seven, to win this award, which she
believes signifies a bright future ahead for
women in financial planning.
“To me, being the fifth woman to receive
this award, shows the shift that is
happening within the profession and I’m
really excited about that. I think women
naturally have abilities to be great financial
advisers and I think we will see a lot more
women excelling in the profession.”
In congratulating Bronnie on her
achievement, FPA chief executive officer,
Dante De Gori CFP® said Bronnie’s
outstanding results are a testament to her
commitment and dedication.
“The CFP® Certification Assessment unit
is designed to put a planner’s expertise
through rigorous testing, so to receive the
Gwen Fletcher Memorial Award is a major
achievement. I congratulate Bronnie on
her efforts and look forward to welcoming
her into our growing CFP® professional
community.”

The Gwen Fletcher
Memorial Award
The Gwen Fletcher Memorial Award was
established in 2014 in memory of Gwen
Fletcher AM, who was considered by
many to be the ‘first lady’ of financial
planning in this country.
The award honours in perpetuity the
memory of Gwen Fletcher, and supports
one of her key legacies in her lifelong
endeavours to champion the vital role
of education and its central importance
in nurturing the financial planning
profession.

Gwen Fletcher was not only a respected
financial planner but also an educator and
mentor, and helped shape the industry
into an emerging profession. She was
also responsible for bringing the CFP®
Mark to Australia in 1990.
The Gwen Fletcher Memorial Award
is presented each semester to the
highest achieving student in the CFP®
Certification Unit, which covers all three
required assessments in the CFP®
Certification Program.
As part of the award, recipients receive
a certificate of recognition and $1,000,
which is funded by the FPA.
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The future of fintech
Top 7 tech trends for planners
In an age where disruption is the new ‘norm’, financial planners who
are not on the innovation curve may find themselves a step behind
the bold and disruptive players, says Chris Wrightson CFP®.
As the classic saying goes, if you’re not
green and growing, you’re dead and dying.

I believe the following are the top seven
tech trends that financial planners need to
be aware of over the next 12 months.

In an age where disruption is the new
‘black’, financial planners who are not
embracing innovation may find themselves
a step behind the bold and disruptive
players.

1

With fintech businesses and new software
applications on the rise, the financial
planning profession is facing a number of
technological advancements, from artificial
intelligence and ‘robo-advice’, to predictive
analytics and blockchain technology.
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Growth of the
fintech sector

According to a 2016 Pricewaterhouse
Coopers (PwC) survey, “...the digital
revolution is transforming the way
customers access financial products and
services”.
A disrupting force in the financial services

sector, fintech is described as the
“dynamic segment at the intersection
of the financial services and technology
sectors, where technology-focused startups and new market entrants innovate
the products and services currently
provided by the traditional financial
services industry”.
As the young ‘cashed up’ millennials
(aged 18 to 34) demand faster and more
efficient services driven by new digital
technologies, the sector is set to grow
exponentially.
The PwC report notes that within the next
three to five years, cumulative investment
in the global fintech sector could exceed
$150 billion.
A further report by research and
consulting company, Frost & Sullivan
(Fintech in Australia – Trends, Forecasts
and Analysis 2015-2020), reports that the
Australian fintech sector alone will grow at
a compound annual growth rate of 76.36
per cent and reach A$4.2 billion by 2020.
So, watch out for more news and growth
in this sector in 2017 – from digital
payments to data analysis algorithms, and
more. Importantly, be aware of how these
technologies and businesses can enhance
your current advice practice.

2

Sophisticated data
analytics

The emergence of new ways to store and
capture data is one of this year’s biggest
tech trends in the industry.
According to PwC, new uses of data
analytics span the entire financial
spectrum, from institutional trading and
risk management to small notional retail
wealth management.
Risk management approaches, such as
behavioural algorithms and predictive
analytics, allow real time analysis of
transactions, as well as the chance to
increase customer satisfaction and reduce
and streamline costs.
Australia is charging ahead, with many

start-ups moving into the data space.
As reported in news website, Business
Insider, the international venture capital
firm, Sapien Ventures, has led a $1.5
million series A funding round for Australian
fintech start-up, Investfit.
Using sophisticated predictive analytics,
the software is designed to help financial
planners (as well as consumers without
access to professional advice) make
‘billions’ of calculations in real time to
simulate someone’s financial future and
predict variability in market returns.
The new software is also aimed at solving
the issue faced by many retirees:
lack of funds resulting from the wrong
financial strategy.
“Investfit solves this problem through
technology that helps advisers and their
clients make better informed decisions
along the way”, says Investfit co-founder,
Ed de Salis. “For those who don’t currently
use an adviser, Investfit can show the very
real benefits of getting advice.”
Stay tuned for more growth in predictive
analytics and data management tools
in 2017.

3

The rise and rise
of mobile

The way we access information and make
payments has radically changed over the
last five years.
According to the UK’s Adviser Business
Review, the rise of mobile is one of the
six key trends in financial planning, with
today’s ‘mobile-first consumers’ expecting
security, immediacy and convenience all
at once.
Throughout 2017, we are continuing to
see the rise of tablet and smartphone use,
with more and more clients using mobile
devices to browse information, analyse
data and transfer funds.
Research and consulting firm, Frost &
Sullivan, predict that from 2016, digital

payments will have steady revenue growth,
with the segment forecast to be worth
A$1.8 billion by 2020.
Mobile payments are also expected
to take off in 12 to 18 months. With
digital payments now available through
smartphones, tablets and web-based
tools, your clients can exchange
currencies, trade funds or make credit
card payments instantly. It’s the era of
global digital banks – no physical
branch required.
Recent entrants into the digital payment
sector include Apple Pay and Google Play,
with PayPal, Square Register, Woolworths
Money and After Pay all vying for
market share.

Get ready for
modern day,
tech-savvy clients:
they’re demanding
a greater sense
of control over
their finances,
advanced digital
technology
services, social
media awareness
and financial
coaching, instead
of just ‘advice’.
Continues on page 20
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the wealth management space. Algorithmbased banking (algo-banking) will allow for
advice based on customised algorithms,
structured data and a thorough analysis
of your financial details to recommend the
best investment and saving methods.
Here’s a few examples of AI in the global
financial planning industry right now:
• SuiteBox is using AI by converting video
content to text and developing facial
recognition technology, which allows it
to offer analysis tools around meeting
content.
• In August 2016, Equip MyMoney
launched its robo investment service for
the Australian superannuation industry.
• Popular robo-adviser start-up,
Wealthfront, raised $64 million in
venture capital funding and is reported
to have over $2 billion in assets under
management.
• US startup, Clinc (University of
Michigan), is using deep learning
technologies to deliver AI tools that
will enable consumers to use natural
language interaction with their banking
and financial services providers.

4

The key advantages of AI are less
labour costs, and reduced investment
and financial planning costs for clients.
Businesses should be actively researching
new technologies in this space to see how
they can improve their service offerings
and stay competitive.

AI, robo-advisers
and algo-banking

Artificial intelligence (AI) is no longer a
fancy new technology reserved for science
fiction films: it’s here to stay.
Primed to have a major impact on
the financial services industry, AI
developments will continue throughout
this year and beyond.
Expect the rise of the ‘robo-adviser’
(think automated or digital investment
advice) to continue, with a strong push
into the superannuation sector and high-
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net-wealth arena. As noted in a 2016 report
by Deloitte, robo-advice is not just for
those who can’t afford financial planning
help. Even the more affluent consumers
(who already have access to financial
advice) will start experimenting with this
new advisory model and some will shift
over a portion of their financial assets to this
automated offering.
Self-learning AI tools will continue to
pop-up, aimed at analysing customer
behaviour for everything, ranging from
fraud or financial crimes, to investment
opportunities and saving methods.
Algo-banking is another new trend to hit

Just remember, when it comes to
managing money and securing your
clients’ financial futures, clients still put
a high priority on human interaction and
value professional relationships. As such,
there’s definitely room for collaboration
between AI and humans, so we’re not
redundant (yet!).

5

APIs and the cloud
marketplace

APIs (Application Programming Interface)
are like the ‘plug and cable’ of new
technology.

The rise of hybrid planning
When it comes to technological innovation,
planners are not necessarily looking for
disruptive technologies but for solutions
that enable them to deliver efficient
and quality advice to their clients, says
Emily Chen, Product Executive – Wealth
Management at IRESS.
Chen believes it is important for fintech
companies to first understand the drivers
underpinning the advice process, in order
to ensure that the right products and
solutions are developed for planners.
She identifies these drivers as being:
• Business efficiency, centred on the
delivery of quality advice;
• Client engagement;
• Transparency of business processes;

their clients, which is becoming more
important,” Chen says. “This is where
technology can help, by streamlining their
internal systems and processes, enabling
planners to engage and spend more time
with their clients.”
Chen believes that as clients increasingly
seek more options and flexibility with their
advice offering, planners need to respond
accordingly.
“Whether this is from a digital perspective,
or online through services like Skype,
mobile and teleconferencing options, or
the traditional face-to-face model, planners
need to adapt and evolve their advice
offering to service this changing demand.”

• Regulation.

However, as planners search for
technology platforms that provide these
different channels to better engage with
clients, Chen concedes there’s no ‘onesize-fits-all’ solution for them.

“From a FoFA perspective, the opt-in
process means that planners really need
to articulate the value they provide to

“At IRESS, we feel we’re in a great place to
offer a technology platform for planners.
We do this by incorporating product that

• Changing client demographics and
generational change in the advice
process; and

Already, we are seeing more API-integrated
apps plugging into CRM software in the
financial planning space, from virtual
meeting rooms to robo-advice to insurance
comparisons, cash flow analysis and more.

6
An API allows two different programs to
talk to each other and send data back and
forth between different systems.
With ‘specialist’ platforms and tools
on the rise, API technology means
that financial planners, as well as other
professionals, will be able to offer a more
seamless client experience by integrating
their existing platforms with external plugins to provide customised solutions for
their clients.

Video and virtual
meeting rooms

Video may have killed the radio star but it’s
not killing the wealth management sector;
in fact, it’s reviving and changing entire
industries worldwide.
Global fintech marketing and events
company, Finovate, recently placed
virtual meeting rooms at the top of wealth
technology trends for 2017.
Companies, like SuiteBox, that aim to
transform client engagement with intuitive
video, document collaboration, selective

we’ve built, with best-of-breed functionality
from our partners,” Chen says. “It’s about
bringing together the best technology
solutions for planners.”
However, Chen firmly believes that the
future of financial planning will become
more of a hybrid model, where planners
use the best technology available for their
businesses, while preserving the traditional
face-to-face engagement with clients that
they value and trust.
“The younger clients we research are
looking to engage with planners in different
ways. Increasingly, this will be a blend
of the various technology trends we’re
currently seeing, as well as some aspects
of the traditional face-to-face model of
financial planning,” Chen says.
“Increasingly, we’re talking about a hybrid
model between technology and people.
I believe this is the way the profession is
trending in terms of how advice will need
to be offered in the future.”
- Jayson Forrest

recording and real-time digital signing, are
going to feature more prominently in the
profession over the next 12 months.
Think about how to use video and virtual
meetings in your financial planning
practice: you can deliver significant
business benefits and an improved client
experience by jumping on board with the
video trend.

7

Blockchain: an
untapped technology

Blockchain is a distributed database of
computers that maintains records and
manages transactions (basically, a secure
and distributed ‘ledger’).
As explained by Professor Wind of the
Continues on page 22
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Wharton Research Fellows and his
colleagues, Libert and Beck, “rather than
having a central authority (such as a bank),
blockchain uses the network to approve
‘blocks’ or transactions, which are then
added to the ‘chain’ of computer code.
Cryptography keeps transactions secure
and the distributed nature of transaction
approval makes the system harder to
tamper with”.
It might be a bamboozling tech concept
(with a number of adoption barriers to
date), but PwC has reported that this
technology is the next big evolutionary
jump in business process optimisation
technology. Watch this space.

In summary
Given that wealth managers have a multitrillion dollar opportunity to capitalise on
the massive wealth transfer between baby
boomers and millennials, technology
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advancements can’t be ignored. Get ready
for modern day, tech-savvy clients: they’re
demanding a greater sense of control over
their finances, advanced digital technology
services, social media awareness and
financial coaching, instead of just ‘advice’.
They are highly likely to be time poor
(like many of your current prospects)
and the ability to meet, communicate
and respond on their terms, will be very
attractive to them.
However, rather than feeling threatened
by new tech waves, the ones who will
succeed are the ones who see the fintech
movement as a chance to nurture client
relationships and improve and augment
their financial planning services.
Take a moment to think about what an
advice business of the future might look
like, what will it need to do for clients and
importantly, how will it be delivered to
clients.

The chances are the changes in the next
five to 10 years will be far greater than we
have seen over the last 30.
For a strong market advantage, you need a
strategy to integrate new software solutions
into your existing platforms, incorporate
automated advisory tools where necessary,
revise your core competencies and digitise
your practice, in order to stay relevant into
the 21st century.

Chris Wrightson CFP® is the director
and chief executive officer of Centurion
Market Makers.
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Characteristics of trust
Dr Michelle Cull and Associate Professor Terry Sloan identify seven
characteristics of trust that are unique to personal financial planning.
A study into the characteristics of trust in
personal financial planning has identified
seven characteristics. These being:
vulnerability/risk, feeling, honesty, faith, best
interests, accountability and competence.
The following is a breakdown of these seven
characteristics.

1. Vulnerability/Risk
There must be an element of vulnerability or
risk in order for trust to exist, whether it be
a situation that a client finds themselves in
(such as divorce or inheritance) or a lack of
knowledge. The risk faced by clients is that
the advice may not assist them to achieve
their goals or worse still, may place the client
in a worse position than they were prior to
obtaining financial advice.

2. Feeling
Trust was found to have a large affective
component – described as a ‘feeling’.
For trust to exist between a client and a
planner, cognitive characteristics of trust
must be accompanied by the affective
characteristic that clients simply describe
as a ‘feeling’.

3. Honesty
When clients were asked to explain what
trust meant, they often referred to honesty
with financial information provided and
honesty with fees and commissions earned
by the planner.
Dissatisfying external events, such as
the GFC, provide a real opportunity for
a planner to demonstrate their honesty.
Rankings for honesty of financial planners
providing advice following the GFC were
higher, as clients found that the sound
advice provided to them by their planner at
the time of the GFC increased their trust in
their planner.

Clients who reported their planner to be
dishonest had also ranked their adviser as
untrustworthy and did not return to their
planner for subsequent advice after the
GFC.

4. Faith
A client must have confidence, or faith that
their financial planner can be relied upon
to provide the right advice. Dissatisfying
events, such as the GFC, losing money on
an investment, or not following up on a client,
can lead a client to lose faith in their planner,
which in turn leads to a lack of trust.

5. Best interests
Clients trust their planner when they
perceive that the planner acts in the client’s
best interests. Where clients believed a
planner acted out of self-interest, they also
reported them to be untrustworthy and as
‘marketing oneself’.

6. Accountability
Clients trust planners if they believe their
planners are accountable to their employer,
regulatory authority and professional body.
Such findings support recent reform to make
unethical planners more accountable.

and behavioural skills higher. Planners
who held qualifications relevant to financial
planning were trusted, while those with no
relevant qualifications were not.
Furthermore, all clients who found their
SOAs to be both useful and relevant
also ranked their planners to have higher
technical-based competence skills. In
addition, clients felt strongly that planners
should be required by legislation to gain
some recognised accreditation.

Conclusion
This study suggests that financial planners
should carefully consider the way in which
they interact and communicate with their
clients in order to
gain their clients’
trust.
This study into the
characteristics of
trust in personal
financial planning
used 283
questionnaires
and 17 interviews
with clients and
financial planners
to identify the
characteristics of trust.

7. Competence
Clients who trust their planner rated the
behavioural competencies of their planner
more highly than those who did not trust
their planner. Behavioural skills were also
associated with planners who provided
useful and relevant statements of advice
(SOAs).
Qualifications were the most prominent
theme raised by clients when discussing
trust in the context of personal financial
planning. Clients who knew their planner’s
qualifications ranked their planner’s technical

Dr Michelle Cull and Associate Professor
Terry Sloan are from Western Sydney
University.
This report was published in the ‘Financial
Planning Research Journal (Vol 2, Issue
1, 2016)’. To read the report in full, go to:
www.griffith.edu.au/business-government/
griffith-business-school/departments/
department-accounting-financeeconomics/research/financial-planningresearch-journal/current-edition
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Five steps to building a
more effective network
Is your network an asset or a liability? Does it drive your business
forward or does it hold you back? If you want to build a network
as an asset, Michelle Gibbings provides five vital steps that will
help you take your professional network to the next level.
This includes knowing who are the
connectors and influencers in your
organisation and network. These people
know people, and therefore know how
and who to influence. In short, they are
connected and know how to get things
done and can more easily navigate
roadblocks.

Networking is one of those words that
conjures up mixed images. Some people
love it, while others see it as something
they do under sufferance.
Networking is about building relationships
that are genuine and long-lasting. For
financial planners, having an effective
and sustained network can make all the
difference in the success of their planning
practice.
The key is to have a network which is:
• Broad – includes internal and external
to the organisation in which you work;
• Deep – includes stakeholders at all
levels in your organisation’s hierarchy
and for external stakeholders from a
range of different sectors; and
• Established – based on trust,
authenticity, reciprocity and
transparency.

Take the long-term view
Building a network takes time and energy,
and it must be authentic.
It’s easy to spot the person who networks
with the sole intent of focusing on what
they can gain and short-term outcomes.
They’re the person who takes the ‘it’s all
about me’ approach to networking. When
you meet them, they typically spend most
of the time talking about themselves or
milking you for information that will help
them.
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In contrast, people who take a long-term
view of networking recognise the value in
establishing long-term relationships.
Good relationships take time, which
means that every investment of energy and
interaction you have with a client, potential
client or stakeholder, matters.

Levelling up your network
It’s crucial to know whether your network
is an asset or a liability. Does it help you
drive your business forward or does it hold
your business back?
If you want to build a network which is an
asset, these five key steps will help you
take your network to the next level.
Step 1: Identify your network. Ask yourself
– who’s in it and how effective is it? Identify
any gaps that exist (i.e. people who are
missing from your network) and where
there are blockages (i.e. people with whom
it’s hard to get things done).

Step 2: Consider how much energy you
drive into your network. Ask yourself – am I
striking the right balance between reaching
out to people and asking for something,
and reaching out to others and offering
help and support?
Step 3: Seek to broaden your network.
Consciously seek out people with different
backgrounds and experiences, so that
your network has character and depth.
The best way to do this is to get involved in
a range of business functions and events,
where you are able to meet people from
different backgrounds and industries.
Step 4: If you manage a team of people,
work with them to assess the effectiveness
of their network. Consider – is it effective?
Are they collaborating across the team?
How does the team work together
effectively to leverage each other’s
networks?
Reflect on how you can reward and
encourage your team members
who engage in healthy and effective
collaborative behaviours.
Step 5: The final step is being clear on
how you engage and interact with people.

As financial
planners, your
integrity is essential
and it’s something
you should protect
and nurture.

People who network well are clear on why
they network and how they do it. They are
planned, consistent and focused.
For financial planners who want to take
their network to the next level, they can
apply the following elements to their
approach:
• Reciprocity – Robert Cialdini (author
of the book: Influence – the Psychology
of Persuasion) found that people have
an innate desire to help people who
do things for them. We like to return
favours. What this means is that if you
do something agreeable for someone,
they’ll feel obligated to do something
for you. In short, the more you do for
others, ultimately, the more they will do
for you in return.
• Interest – be authentic and genuinely
interested in your clients and
stakeholders. Get to know them on
an intellectual, emotional and personal

level. Listen to what they say and be
aware of what matters to them.
• Presence – be conscious of the impact
you are having on those around you.
How you dress, what you say, your
body language, how you use facial
expressions, your eye contact and
physical proximity all matter. The more
comfortable you make other people
feel, the better the impression you will
leave behind.
• Language – match your language
style and pace with the person you
are meeting. Don’t use jargon and
avoid over-talking. Keep it simple and
conversational, and remember, it’s more
about them, than you.
• Elevation – always look for ways you
can help the person reach their goals.
Open your network to them. Introduce
them to people. Look for ideas,
connections and opportunities where

you can help them beyond what is
expected of you in your role.
As Richard Branson said: “Succeeding in
business is all about making connections.”
Enjoy building your network and always do
it from a position of integrity.
As financial planners, your integrity is
essential and it’s something you should
protect and nurture. If you lose your
integrity, you will have little credibility or
trust with your stakeholders and clients,
and therefore, an ineffective network.

Michelle Gibbings is a change leadership
and career expert, author and founder of
Change Meridian. Michelle works with global
leaders and teams to help them accelerate
progress in complex environments. For more
information: www.michellegibbings.com or
email michelle@michellegibbings.com
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Complaints and Discipline

Complaints and
Discipline Report
1 April 2017 to 30 June 2017
The FPA is committed to informing
members and the community of the
trends and outcomes of complaints
and disciplinary action in the financial
planning profession.

Disciplinary Activity
Summary
In the April to June quarter, the FPA
received four new complaints, finalised
three complaints and have four ongoing
complaints. Of those ongoing complaints,
one is in the process of finalising the
report by the investigating officer to the
Conduct Review Commission (CRC), two
are in the process of seeking submissions
from members and one is awaiting further
information from the complainant.

CRC Determinations
2016_ 01:
Mr Shylesh Sriranjan (the Member) sat the
CERTIFIED FINANCIAL PLANNER® (CFP®)
Certification exam, comprising 70 multiple
choice questions, on 13 October 2015.
The Member was one of 121 candidates
sitting the exam that day and it was
his third and final attempt. It was the
expectation of the Member’s employer,
as part of lifting education standards to
support higher professionalism, that he
obtain the CFP designation by December
2017. The FPA allows only three attempts
at the exam.
Statistical analysis applied to all the
candidates’ responses identified that
the Member and another candidate had
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not only answered the same questions
incorrectly, but had also chosen the
same incorrect answer to a significant
number of questions.

• for five alterations where the Member
moved from a correct answer to an
incorrect answer, his explanation and/
or reference materials specified did not
appear to be logical;

The subsequent FPA investigation
revealed that:

• generally where the alteration moved
from one incorrect answer to another,
the Member’s explanation did not
appear to be logical or consistent with
reference material he specified.

• a total of 26 alterations were made to
the Member’s answer sheet during the
exam;
• all 26 alterations on the Member’s
answer sheet were consistent with
notations/answers selected in the other
candidate’s examination booklet;
• of these 26 alterations, 24 of the
Member’s alterations were identical to
the corresponding final answer on the
other candidate’s answer sheet;
• of these 24, 17 were to an answer that
was inconsistent with the notations/
answers in the Member’s examination
booklet;
• of the 26 alterations, 22 of the
Member’s original answers on his
answer sheet were consistent with his
notations/answers in his examination
booklet; and
• the 26 alterations on the Member’s
answer sheet were made in a
consistent way and were consistent
with those made on his answer sheet
during his second attempt at the exam.
The Member was given access to
material and an opportunity to explain
his changes. The FPA’s analysis of the
Member’s explanations revealed that:
• only seven alterations had explanations
that appeared consistent with the
reference material specified by him and
would have led to him coming to the
correct answers based on this material;

The FPA investigation also revealed that:
• in his first exam attempt, the Member
answered all questions within the
examination booklet but had answered
only 25 on the answer sheet. There
were no alterations on the answer
sheet;
• in his second exam attempt, the
Member answered all questions on the
answer sheet and made alterations to
only two answers;
• the other candidate was well-known to
the Member, and they studied together;
• for the last hour of the exam, the
Member and the other candidate
were seated in one line of desks at the
very back of the room, with all other
candidates directly in front of them; and
• it could not be excluded that there was
opportunity to cheat undetected during
the exam at various times when the
supervisor(s) were distracted.
The FPA put to the Member that he
had cheated during the exam by relying
upon answers obtained from the other
candidate to make some or all of those 26
changes.
The Member denied this and the matter
proceeded to a hearing before a CRC
panel. Two of the three panel members
were CFP® professionals.

During the hearing, the FPA put forward
the likely hypothesis that the Member and
the other candidate had exchanged (and
returned) examination booklets during the
exam. The panel asked the Member a
number of questions and the Member had
various opportunities to make submissions
and address the panel in relation to all of
the evidence before it.
The panel considered it appropriate to
have the services of a forensic document
examiner engaged, resulting in a
preliminary view that there was evidence
supporting a proposition that a number of
entries toward the end of the Member’s
examination booklet were made by a
person other than him. This is consistent
with the FPA’s hypothesis.
The Panel subsequently determined that
a combination of factors makes it more
probable than not that (the Member)
relied on information obtained from the
other candidate, and that this occurred by
means of swapping of examination papers.
In finding that the Member had breached
Ethics Principle 1: Professionalism, the

panel determined (among other things)
that:
(The Member’s) conduct …. breached the
requirements to behave with dignity and
show respect to his fellow professionals,
as to cheat is to fail to act honourably or
be worthy of respect; nor does it show
respect to the standing of his peers. It is
not an action others would expect of a
competent, skilled professional.
And
Cheating in exams compromises the ability
of the profession’s public image to serve the
public interest; where cheating occurs, the
standing of the profession and the public’s
confidence in its members is reduced.
The other candidate was an affiliate of the
FPA, rather than a member, and therefore
was not subject of the FPA Disciplinary
Regulations. However, the FPA promptly
terminated that affiliation, as a result of its
investigation into this matter.
While the voluntary implementation of

COMPLAINTS AND DISCIPLINARY REPORT
Complaints ongoing as at 01 April 2017

3

New Complaints

4

Complaints Closed

3

Complaints ongoing as at 30 June 2017

4

Members Suspended

0

Members Expelled (CRC)

0

Members Terminated (Constitution)

2

higher standards and the proposed
legislative change is a positive reality, this
matter, and a number of other less serious
academic misconduct matters (referred to
in the November 2016 edition), highlights
the challenges for various stakeholders
now and into the future.
These stakeholders include individuals
who are required to meet a higher
standard than they are currently at, as
well employers, licensees and education
providers in ensuring that individuals have
support.
Students in the CFP® Certification Program
have access to:
• up-to-date content designed by some
of Australia’s most respected and
experienced financial planners and
academics;
• an online chat room where they can
seek assistance from subject matter
experts to help guide them through the
program;
• FPA run webinars that encourage
students to have healthy discussions
with subject matter experts; and
• the FPA Professional Designations
Team provides guidance and other
support wherever possible, which often
takes the form of a simple telephone
conversation.

Guidance, reassurance
or dilemmas
The Professional Accountability team
enjoy hearing from you in relation to
guidance, reassurance or dilemma. If
we are unable to assist you ourselves,
we will likely be able to assist you to find
someone who can.

• Adrian Chenh
• Dahlia Thai
Other Sanctions (CRC)

0

Referred to Professional Designations Committee for Sanction

1

You can contact the team directly,
either by email at
professional.standards@fpa.com.au
or by telephoning Mark on (02) 9220 4523
or Kate on (02) 9920 4520.
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Income protection
for the self-employed
KATHERINE ASHBY

BT
This article is worth

0.5 CPD HOURS
FPA DIMENSION
CRITICAL THINKING
ASIC KNOWLEDGE AREA
INSURANCE

Includes
• The definition of total
disability
• Waiting period requirements
• Day one benefits

Income Protection (IP) can be considered the
most universal of insurances when it comes to
the different type of people who need it. Rather
than considering whether the individual has debts
and dependents, or the cost of medical and final
expenses, IP needs calculations are quite simple – if
you have an earned income, you should protect it.
Self-employed people can be considered among
the most vulnerable when it comes to sickness
and injury. This vulnerability stems from three
main areas: having little or no access to paid
leave; experiencing capital and income losses
in the event their business value is impacted;
and extreme difficulty accessing government
benefits due to the complexity of their financial
circumstances and record-keeping.
In this article, we’ll consider the specific needs
of the self-employed and the policy definition
considerations for advisers when making insurance
recommendations to this group of clients.

Special risks
Everyone’s circumstances are different, but in
many cases the self-employed can be the most
exposed when it comes to sickness and injury.
In most cases, there isn’t any sick or annual leave
entitlements to rely on and/or the business cannot
operate without the business owner. This means
that in the event of sickness or injury, the individual
is less inclined to cease work, either in whole or in
part. This can worsen their sickness or injury and/or
result in financial and reputational damage to their
business, while they continue to soldier on.

accessing government benefits if forced to rely
upon them. Those who have, or had, a business,
face the burden of completing additional paperwork
to apply for the Disability Support Pension or
Newstart allowance, should they find themselves
temporarily or permanently disabled. The
assessment can then take significantly longer than
usual, requiring a complex assessor to consider
the application. Current wait times for a complex
assessment is approximately three months.
Consider the following case studies.
Case study 1: Stewart
Stewart, aged 39, is an electrician. He works for
himself, with his wife assisting with paperwork,
and an apprentice working with him at each job.
Over the weekend, he injures his back playing
with his kids. His injury means he’s unable to
twist, bend and move, making him unable to
get into roofs and under floors, and perform his
day-to-day duties. His doctor and physiotherapist
recommend that he ceases physical work for 6-8
weeks to allow the injury to heal.
Without the ability to work, Stewart will be without
income. He is limited to working on his backlog of
book-keeping, and taking on certain jobs where he
can observe and instruct the apprentice. But for the
most part, Stewart is unable to work, and therefore
his income reduces significantly. He is uninsured.
Case study 2: John

In the event they lose the ability to work entirely,
this can affect their income as well as impact the
value of their business.

John, aged 49, is a franchisee. He operates
a regional franchise of a large company and
his business begins to experience financial
problems. At the same time, John is suffering
from anxiety and depression, exacerbated by
marital issues.

The self-employed also face a high level of difficulty

Over the next year, John’s functioning level
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deteriorates and he has less focus on
his business, as his personal problems
escalate. John doesn’t feel he can take
any time away from the business for his
health, as there is no one else to manage
the depot. When his marriage comes to
an end, John is unable to cope and is
hospitalised for five days.
John’s mental health state is severe and he
will be unable to return to the business in the
foreseeable future. The business has to be
sold quickly and returns a ‘fire sale’ price.
He’s left with ongoing debts and no income.
John seeks assistance from Centrelink
but is not eligible for the Disability Support
Pension, as his disability has not yet
stabilised and become permanent.
Although he is disabled and unable to
work, his only option is to apply for the
Newstart allowance ($535 a fortnight).
As a prior business owner, operating out of
a trust, John is required to complete over
100 pages of paperwork for Centrelink,
and requires a complex assessor for his
application. The current wait time for this
type of assessment is three months.
These case studies illustrate some of the
difficulties faced by the self-employed,
ranging from needing a policy, which allows
them to work and make a claim at the
same time, right through to demonstrating
how difficult it is to access government
safety nets.
If you ask anyone involved in insurance
advice about the elements of IP policies
that are important for self-employed
people, invariably the first suggestion made
is that the policy needs to be an Agreed
Value contract. This is a good start, but just
as much care and consideration needs to
be given to the definitions of the policy.

Consideration 1: The
definition of total disability
While the additional benefits and features of
insurance policies are highly valuable, the
ability to easily claim for the core purpose
of cover is absolutely critical. The definition
of total disability is the main game here –
and it is the policy benefit which has the
highest percentage of premium attached.
A generous Total Disability definition will
include a number of ways that an insured
person can qualify for their full monthly
benefit under an IP policy.
Some retail, and most group, IP policies
will only offer a definition based on the
insured person’s inability to perform one
or more important income producing
duties in their usual occupation, and not
working in any occupation. This definition
should be considered the most basic
total disability definition, and advisers
should expect these policies to be priced
accordingly.

Example: One duty definition
Veronica, 56, is diagnosed with early stage
breast cancer. She has surgery and then
begins radiation therapy. Although she isn’t
able to work full-time, she can work two
half days per week, totalling eight hours.
She continues to do this for the course of
her treatment and then slowly begins to
build back up to full-time hours.
Veronica’s eight hours per week means she
is earning 21 per cent of her pre-disability
earnings. Her policy only has a ‘one duty’
definition, which means that this amount
will be offset, reducing her claim to a
partial disability claim. Her monthly benefit
is $10,000 and income is $2,400. Under
the partial disability calculation, her claim
payment is reduced to $8,200.
Most retail insurers will offer a range of
alternative methods to meet the Total
Disability definition, however, they may not
offer this on all of their IP cover options.

The definition is more restrictive, as there is
no ability to satisfy a full claim if the insured
undertakes any work. This means many
claims which could be full benefit claims
under a different policy, will be reduced to
partial disability claims.

Generous insurers will offer a three
tier definition on all of their IP policies
– standard, comprehensive, super or
non-super. The other two tiers, offered in
addition to the ‘one duty’ tier, are the ‘10
hours’ and ‘loss of income’ criteria.

An important income producing duty can
be defined in different ways, such as a
duty that would reasonably be considered
primarily essential to producing the client’s
income, or a duty that generates at least 20
per cent of the client’s income.

Alternative definitions to ‘one duty’ give the
insured flexibility to work, within limits, at
the time of disability without penalty. These
definitions result in higher claim payouts, and
ensure the insured is encouraged, rather
than penalised, for attempting to work parttime if they can. They are particularly useful
for self-employed individuals.

A few group insurance arrangements are
more restrictive in that they require that the
insured person to be unable to perform all
important income producing duties of their
usual occupation – making it much harder
to qualify for a Total Disability payment.

The benefits of being self-employed can
mask a vulnerable financial situation that
can deteriorate quickly in circumstances
of difficulty.

The 10 hours tier allows an insured person
to return to their usual occupation for up
to 10 hours per week, but be unable to
perform the important income producing
duties of that role for more than 10 hours
per week. Any income earned by working
up to 10 hours per week will not be offset
against the benefit payment (excluding
policies with modified terms).
Advisers should be wary of policies with

Continues on page 30

August 2017 | Financial Planning |

29

To answer questions

www.fpa.com.au/cpdmonthly
10 hour definitions which also say “and
not working” or limit the amount of income
that can be earned (for example, 20 per
cent). A 10-hour definition, which requires
the individual to be “not working”, adds
no benefit to a policy and is somewhat
misleading.
Example continued
Had Veronica’s policy contained a three
tier definition, including a true 10-hour
definition, her claim would have been
different. As she was working less than
10 hours per week, she would still qualify
for a full claim payment, even though she
was working eight hours per week, and the
claim payment is $10,000 (the full insured
monthly benefit).
The loss of income tier is the third tier
and is generally the most useful for selfemployed people. It means that the insured
person is either working in their usual
occupation at a reduced capacity, or they
are in another role, and their earnings after
the disability are less than or equal to 20
per cent of their pre-disability income.
Adviser’s should be careful to avoid
definitions which require the individual to
be “not working” in order to claim under
this definition. If this is the case, it adds no
benefit to the policy.
Example
Simon is a self-employed plumber. He
injures himself at work and can’t do any
physical work for eight weeks. He is well
behind on his paperwork and utilises
the time to attend to his book-keeping,
complete his BAS, and work on his
advertising and marketing.
Over this time, he works around 20 hours
per week, but earns very little income.
Although he is working 20 hours per
week, losing his ability to do his income
producing duty has meant his income is
down to just 10 per cent. With an incomebased definition that allows him to work,
Simon qualifies for a full claim. He’s able
to remain productive and utilise the time,
without penalty for his claim.
Multiple definitions of total disability provide
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important flexibility to policy holders at
claim time. They allow the insured to do
some work without penalty, or continue
to manage their business to ensure that it
doesn’t deteriorate further.
Advisers should be cautious when seeking
a three tier definition to ensure the hours
and income tiers are not impeded by a
restriction on working.

Consideration 2: Waiting
period requirements
The ‘waiting period’ is the amount of time
from when the insured person becomes
disabled to the date when benefits start to
accrue. Waiting period requirements do not
refer to the length of the waiting period, but
rather, how disabled the insured person
needs to be during this period.
Examples include:
• Totally disabled for the entire waiting
period;
• Totally disabled for the first 14 days of
the waiting period, and totally or partially
disabled for the remainder;
• Totally disabled for seven of 12 days
during the waiting period, and totally or
partially disabled for the remainder;
• Totally or partially disabled for the entire
waiting period.
A general rule of thumb is that the higher
the number of days that total disability is
required, the more restrictive the policy.
Policies that require the full waiting period
of total disability, or policies which require
the insured person to be totally disabled for
a number of days at the start of the waiting
period, can be difficult to satisfy for people
with degenerative diseases or conditions
which are episodic in nature.
A ‘day one partial’ allowance exists where
the insured person does not have to be
totally disabled for any days during the
waiting period to qualify for payment.
With ‘day one partial’, the waiting period
will continue under any of the following
situations:
• Partially disabled during the whole
waiting period;
• Partially disabled during the first half of

the waiting period and totally disabled
during the second half;
• Totally disabled during the first half of
the waiting period and partially disabled
during the second half;
• Totally disabled during the whole waiting
period; or
• Any other combination of Total and Partial
disability during the waiting period.
Under any of the above scenarios, the
insured person can fulfil their waiting
period requirements to enable payment
from the end of the waiting period. This is
particularly useful for self-employed clients
who need to be working in some capacity,
if they have the ability to do so.
In fact, the Financial Ombudsman Service
pointed out in the 2011-12 annual review
that policies which require periods of total
disability during the waiting period are not
considered appropriate policies for those
who are self-employed.
Example
Milana, an accountant, has an IP policy,
with a waiting period of 30 days. She
suffers a rock-climbing accident on the
weekend and, as a result, can’t work fulltime. However, she can work for five hours
during the first week after the accident.
Despite her good intentions, even working
that much during the first week was too
much and therefore, she needs to rest at
home the following week. She is able to
work for eight hours in the third week and
then 15 hours in the fourth week.
As Milana has a policy with ‘day one
partial’, it doesn’t matter whether (or when)
she is partially disabled or totally disabled
in the waiting period for it to continue.
Therefore, even when the number of hours
per week vary during her waiting period,
she is still able to fulfil her waiting period
obligations to be eligible for payment and
to receive it at the normal time.
Note that the actual payment made will
depend on the level of work during the
benefit period. The amount of work the
person is able to do during the waiting period
has no bearing on the amount received.
The ‘day one partial’ arrangement is only
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relevant to the eligibility of the insured person
to receive payment and when it will be paid.

Consideration 3:
Day one benefits

apply to home bed rest. This benefit means
that in the case where your client finds
themselves seriously ill, financial assistance
will be received straight away.

Conclusion

Specified injury

Given most self-employed people do not
have any leave entitlements, waiting periods
can be a greater hardship than for employees
able to rely on sick and annual leave
entitlements. Therefore, after considering
the definitions of total disability and waiting
period requirements, attention can turn to
the type of benefits that can be paid almost
immediately after the sickness or injury.

This benefit is at the other end of the
scale to nursing care, as it doesn’t require
any level of disability. A benefit is payable
under a Specified Injury benefit based
upon the insured suffering a certain listed
injury, usually a fracture, such as a leg or
collarbone. Even if the insured has no time
off work, the benefit is paid, assisting with
additional transportation and medical costs
that they may be facing.

Nursing care/Bed confinement
Crisis benefit
Different insurers have different names, but
this benefit is generally very similar across
policies. If the insured is confined to bed for
more than three days, the policy will begin
paying a daily benefit for every day the
insured was confined to bed, including the
first three. This bed confinement is likely to
mean the client is in hospital but can also

for expenses, undertake the process of
recovery and return to work, knowing that
their income is maintained.

The crisis benefit is sometimes called
Critical Conditions or Trauma Advancement.
Essentially, it means if the insured meets the
definition of one of the full payment trauma
events, they are entitled to an immediate
claim, usually equal to six times the monthly
benefit. This can allow your client to plan

Making recommendations for selfemployed clients can be tricky when
it comes to insurance, it can be hard
to calculate benefits and the financial
underwriting is sometimes challenging.
But as a client group, the need for cover
couldn’t be greater.
The benefits of being self-employed, such as
the levels of flexibility, can mask a vulnerable
financial situation that can deteriorate
quickly in circumstances of difficulty.
Therefore, advisers should pay particular
care to the policies being considered and
recommended to these clients, as the
definitions can make an enormous difference
when it counts, at claim time.
Katherine Ashby, National Manager –
Product Technical, BT Financial Group.

QUESTIONS
1. Which of the following
benefits would have
assisted Stewart (the
electrician) in case study 1?

3. The common phrase,
‘day one partial’, refers to:

a. A nursing care benefit.

b. Being paid a partial benefit
from day one after the
waiting period.

b. A one duty definition of total
disability.
c. An income-based definition
of total disability, with no
limits on working hours.
d. A crisis benefit.
2. Which of the following
benefits could have
assisted John (the
franchisee) in case study 2?

a. Being paid from day one of
disability.

c. A requirement to only be
partially disabled, rather
than totally disabled,
throughout the waiting
period.
d. A requirement to be partially
disabled on day one of
the waiting period, with
total disability on day one
excluded.

a. A nursing care benefit.
b. A requirement to be totally
disabled during the waiting
period.

4. A 10-hour definition
of total disability assists
clients by allowing them to:
a. Work up to 10 hours
per week, regardless of
earnings, without having
their claim payment
reduced.
b. Be unable to work more
than 10 hours per week
and make a claim, provided
they are not working.
c. Make a claim for partial
disability, if working up to
10 hours per week.
d. Allow the client to claim
for up to 10 hours of
physiotherapy.

5. Insurance requirements
for self-employed clients
may differ from employed
clients because:
a. Only self-employed clients
require ‘agreed value’ IP
policies.
b. Self-employed clients can
fund insurance inside super,
tax concessionally, whereas
employed clients can’t.
c. Self-employed clients
earn more income than
employed clients.
d. Self-employed clients often
need to continue working
after a sickness or injury,
plus Centrelink benefits are
difficult to access and are
limited.

c. Specified injury.
d. A crisis benefit.
To answer questions
www.fpa.com.au/cpdmonthly
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Estate planning and
the $1.6 million pension
transfer balance cap
ALENA MILES

AMP
This article is worth

0.5 CPD HOURS
FPA DIMENSION
CRITICAL THINKING
ASIC KNOWLEDGE AREA
SUPERANNUATION

Includes
• Death benefit pensions
• Self-managed super funds
• Nomination options

One of the biggest impacts of the
superannuation changes that took place on
1 July 2017, is the effect on estate planning in
super.
In this article, we will:
• Discuss how the $1.6 million transfer balance
cap applies to death benefit pensions;
• Consider various strategic opportunities for
clients; and
• Discuss the steps advisers need to take as a
result of these new rules.

The rules from 1 July 2017
From 1 July 2017, a $1.6 million transfer balance
cap limits the total amount of superannuation
benefits an individual can transfer into an
income stream where earnings are tax exempt
(i.e. retirement phase).
The value of a death benefit income stream
counts toward the recipient’s transfer balance
cap. When and how much is counted depends
on whether the pension is automatically
reversionary to the beneficiary or not. Further,
special rules apply to calculate how much
transfer balance cap is available to commence
a child account based pension. However, these
rules are outside the scope of this article.

Table 1 and Table 2 outline the impact on death
benefit income streams commenced before and
after 1 July 2017.
Superannuation legislation requires a
superannuation death benefit to be cashed
as soon as practicable. This can generally be
done by cashing out a lump sum, commencing
an income stream or a combination. Critically
though, a superannuation death benefit cannot
be retained in (or rolled back to) an accumulation
interest, as this would contravene this regulatory
requirement.
Beneficiaries need to ensure that the receipt of
a death benefit income stream does not result
in them exceeding their transfer balance cap. If
a death benefit income stream, in combination
with the individual’s own income stream(s),
results in a beneficiary exceeding their transfer
balance cap, they will need to decide which
income stream to commute.
Example: Death benefit income stream,
where the beneficiary has used up their
transfer balance cap
In July 2017, Yanna commences an account
based pension (ABP) with $1 million and her
husband Yannick commences an ABP with $1.6
million.

Table 1: Death benefit pensions commenced prior to 30 June 2017

Pension type

Amount credited to
the recipient’s transfer
balance account

Reversionary

The value just before
1 July 20171

The latter of:
- 1 July 2017, and
- 12 months after date of death

Non-reversionary

The value just before
1 July 20171

1 July 2017
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Timing of the credit
to the recipient’s transfer
balance account
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Table 2: Death benefit pensions commenced from 1 July 2017

Pension type

Amount credited to
the recipient’s transfer
balance account

Timing of the credit
to the recipient’s transfer
balance account

Reversionary

The value at date of death1

12 months after date of death

Non-reversionary

The value at
commencement1

When the death benefit pension
commences to be paid

On 31 October 2018, Yanna passes away,
leaving Yannick as the binding beneficiary
of her remaining ABP, now worth
$800,000.
The balance of Yannick’s ABP is now $1.4
million (the value of both their pensions
have been reduced over time by the
drawdowns of superannuation income
stream benefits). Despite this, as Yannick
started the superannuation income stream
with the full value of his transfer balance
cap, he cannot transfer any further
amount into the retirement phase without
reducing his transfer balance first.
Yannick has two possible options:
1. Yannick may take Yanna’s
superannuation death benefit of
$800,000 as a tax-free lump sum,
which would have to be cashed out of
the superannuation system.
2. Alternatively, he could partially
commute $800,000 of his
superannuation income stream back
into the accumulation phase. By doing
so, this would free up transfer balance
cap space, allowing him to take a death
benefit income stream of $800,000.
Yannick would still have his original
superannuation income stream in
the retirement phase (now supported
by a reduced interest of $600,000)
and would also have $800,000 in
accumulation. If Yannick chose this
option, he would not need to cash any

of Yanna’s superannuation interest
out of the superannuation system as a
death benefit lump sum.

Practical impacts
One of the biggest impacts of super
reforms is that in addition to the usual
estate planning considerations, advisers
now need to take into account the impact
of the receipt of a death benefit pension
on the beneficiary’s transfer balance cap.
That is, advisers must consider both
pensioners’ transfer balance accounts to
determine how much the recipient can
retain in a death benefit income stream.
Self-managed super funds (SMSFs)
Many SMSFs hold bulky assets (e.g.
residential and commercial property).
Some have limited recourse borrowing
arrangements in place to finance these
assets. The current estate plan for many
of these clients may be for the surviving
spouse to commence a death benefit
income stream to enable the asset to
be retained within the SMSF. For many
clients, this may no longer be an option.
Further, as many clients will be unable to
keep the total amount of capital in super,
a large portion may need to be cashed
out. In light of these changes, advisers
need to review impacted clients’ current
nominations and their overall estate plan.
They may need to consider what needs
to happen to the asset if it has to be paid

out of superannuation. Depending on the
client’s circumstances, directing some/all
the death benefit to a testamentary trust,
or to a non-spouse beneficiary, may need
to be considered.
Nomination options
Advisers are often involved in assisting
clients to consider whether reversionary,
binding or non-binding nominations are
most appropriate to their circumstances.
The right solution will depend on
the client’s situation, their goals and
objectives.
One of the advantages of using a
reversionary nomination is that it gives
the client 12 months to get advice and
have things sorted. With non-reversionary
pensions, the usual requirement to pay
a death benefit as soon as practicable
applies. Clients should ensure they seek
financial advice as soon as possible to
decide on the next steps.
The amount that counts towards the
reversionary beneficiary’s transfer balance
cap is the pension value at the time of
death. For a non-reversionary income
stream, the value when the pension is
commenced is counted. This can be:
• advantageous for reversionary
pensioners whose pensions increase
12 months later due to positive
investment earnings; or
• a disadvantage for those who
experience the opposite.
Importantly, any excess above the
reversionary beneficiary’s transfer balance
cap can only be cashed out and paid
to the beneficiary directly, out of the
super environment. This may give an
inefficient outcome from a tax, estate
planning, asset protection and/or aged
care perspective. To avoid this, for some
clients, a binding nomination to the

Continues on page 34

August 2017 | Financial Planning |

33

To answer questions

www.fpa.com.au/cpdmonthly

spouse and/or other beneficiaries or even
a non-binding nomination, in the right
circumstances, may be more appropriate.
Ongoing review of a client’s nominations is
now more important than ever. In addition
to the usual triggers for the nomination
reviews (e.g. divorce, marriage, change
of beneficiaries’ circumstances etc),
advisers will need to consider the changes
to clients’ and their spouses’ super and
pension account balances.
Example: Reversionary or binding
nomination?
In July 2017, Ludmila (age 66) starts an
ABP with $1.6 million. Her husband, Igor
(age 70), starts an account based pension
with $1.5 million.
Igor dies on 31 October 2018, leaving $2
million in his pension. Ludmila’s pension is
$1.4 million at that time. Let’s consider the
outcome if Ludmila and Igor had:
1. Reversionary nominations to each
other;
2. Non-binding nominations to each other;
or

2. This will result in a debit in her transfer
balance account of $1.4 million, and
3. Will free up enough transfer balance
cap space to retain $1.4 million in the
death benefit pension.
Ludmila should take these steps before
31 October 2019, to ensure that she does
not exceed her personal transfer balance
cap. As a result, $1.4 million of Igor’s
pension is retained in the superannuation
environment, together with Ludmila’s own
funds.
However, the remainder of the death
benefit pension (i.e. $600,000) counts
towards Ludmila’s personal transfer
balance cap on 31 October 2019
(i.e. 12 months after Igor’s death). As this
is a death benefit, and therefore cannot be
rolled back into the accumulation phase,
this amount must be cashed out of the
superannuation environment.
Given that Ludmila is a high marginal tax
rate taxpayer, this is an inefficient tax
outcome.
Scenario 2: Both Ludmila and Igor
had non-binding nominations to each
other

the ultimate discretion as to how the
benefit will be paid. In a retail fund, she
can generally ask the trustee to pay a
portion to her and a portion to other SIS
dependants and/or the estate.
After seeing her financial adviser, she asks
the trustee to pay the death benefit as
follows:
• $1.4 million to her as a death benefit
income stream; and
• The remainder to the executor of
Igor’s estate. Igor’s will provides for an
optional testamentary trust to be set up
with the proceeds. The death benefit
is then paid into the testamentary
trust and the income and capital are
streamed to Ludmila’s children and
grandchildren2.
Scenario 3: Ludmila and Igor had
binding nominations in place
Non-binding nominations may be
inappropriate in some situations. For
example, if Ludmila and Igor have
children from previous marriages, whom
they would like to leave a portion of
their superannuation to, then binding
nominations would provide more certainty.

3. Binding nominations in place.
Scenario 1: Reversionary nominations
to each other

Igor’s pension ceases on his death, and
the death benefit must be paid out as
soon as practical. Ludmila seeks financial
advice. As a result:

Under this scenario, Igor’s pension
automatically reverts to Ludmila, and she
will have 12 months to decide what to do
next.

1. She commutes her own pension (in full)
back into accumulation,

She cannot retain the full value of the
death benefit income stream in pension
phase, as the full value of her transfer
balance cap has already been used up. To
avoid cashing out the full death benefit:
1. She could fully commute her own
pension back into accumulation,
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2. This will result in a debit in her transfer
balance account of $1.4 million, and

So, what should Ludmila and Igor
consider when putting a binding
nomination in place?
If they have binding nominations to each
other, then the outcome will be similar to
scenario one. Although, unlike scenario
one, there is no 12-month grace period
until the value of the death benefit pension
is counted towards Ludmila’s transfer
balance cap.

3. Will free up enough cap space to
receive $1.4 million as a death benefit
pension.

If a binding nomination is required,
Ludmila and Igor should consider:

Igor’s nomination is non-binding. If
Ludmila is in a self-managed super fund
(SMSF), Ludmila, as the trustee, has

• the proportion that needs to be
directed to each other to comply with
transfer balance cap rules, and

CPD MONTHLY

• where the remaining proportion
needs to go (e.g. adult children, the
testamentary trust via the estate etc).
If this option is selected, the nomination
will need to be regularly reviewed to
ensure that the nominated proportions
remain appropriate.
Alena Miles is Technical Services Manager
at AMP.

Footnotes
1. The amount of the transfer balance credit
is modified for certain defined benefit income
streams and term allocated pensions.
2. The tax on the death benefit must be
considered prior to deciding to direct some/
all of the death benefit into the estate. A
lump sum death benefit paid directly to the
spouse is tax-free. When a death benefit
is paid to the estate, no tax is withheld
by the super fund trustee. However, the
executor or administrator of the estate is

required to withhold tax according to the
tax components and the tax status of the
ultimate beneficiary(ies) of the lump sum.
Where it is not clear as to who will benefit
(e.g. the lump sum death benefit forms part
of a discretionary testamentary trust that
has both tax dependent and non-dependent
beneficiaries), the whole amount is deemed to
have been paid to a tax non-dependant and is
taxed accordingly.

QUESTIONS
1. Louisa died on 30 June
2017, leaving her husband,
Leon, as a reversionary
nomination on her
account based pension,
worth $800,000. Leon has
previously used up $1
million of his own transfer
balance cap when he
commenced an account
based pension. Which of
the following statements
is/are correct?
a. Leon will receive a credit
for $800,000 in his transfer
balance account on 30
June 2018.
b. Leon needs to ensure that
the combined impact of
both pensions does not
exceed $1.6 million by 30
June 2018.
c. Leon gets two personal
transfer balance caps: one
for his personal pension
and another one for a
reversionary pension.

2. Louisa died on 30 June
2017, leaving her husband,
Leon, as a reversionary
nomination on her account
based pension, worth
$800,000 at the time of her
death. Leon has previously
used up $1 million of his
own transfer balance cap
when he commenced an
account based pension.
Which option is not
available to Leon to comply
with the pension transfer
balance cap rules after
1 July 2017?
a. Cash out $200,000 from
the reversionary pension.
b. Roll back $200,000 of the
reversionary pension into
accumulation phase.
c. Roll back $200,000 of
his own pension into
accumulation phase.
d. Cash out $200,000 from his
own pension.

d. Both A and B.

3. For a non-reversionary
death benefit pension, the
value at the time of death
is assessed against the
recipient’s transfer balance
cap. True or false?

transfer balance cap can
only be cashed out from
the death benefit income
stream.
d. All of the above.

a. True.
b. False.
4. Which of these
statements is incorrect?
a. One of the advantages of
reversionary pensions is
that they give the recipient
12 months to seek advice
and to avoid exceeding
their personal transfer
balance cap.

5. Reversionary
nominations on account
based pensions are always
the best option for clients.
True or false?
a. True.
b. False.

b. A death benefit can be
cashed out as a lump
sum, a pension or rolled
back into the beneficiary’s
accumulation account after
1 July 2017.
c. Any excess above the
reversionary beneficiary’s

To answer questions
www.fpa.com.au/cpdmonthly

August 2017 | Financial Planning |

35

Chapter events

Upcoming Chapter Events
MONDAY 25 SEPTEMBER
Melbourne
The Melbourne Chapter committee
invites you to the annual AFL Grand Final
lunch, in support of Future2, on Monday 25
September at Etihad Stadium. In past years,
this has been a sell-out event, with guests
entertained by a star filled AFL line-up. This
year’s panel line-up includes football legends
Tim Watson and Billy Brownless, plus some
current and former players. There will also be
a well-known comedian on-hand to entertain
attendees.

and auction on Tuesday 7 November at
Beaumonde on the Point. This popular annual
event features entertainment and prizes to
win, while providing a great opportunity to
network with your peers over a three course
sit down lunch.

TUESDAY 7 NOVEMBER
Sydney
The Sydney Chapter invites members and

guests to its inaugural Future2 Melbourne Cup
luncheon and auction on 7 November at the
Hyatt Regency Sydney. This event provides a
great opportunity to network with your peers
over a sit down lunch, while supporting the
Future2 Foundation with sweeps, a Calcutta
and raffles on the day. The Chapter gratefully
acknowledges Kaplan Professional as the
platinum sponsor of this inaugural Melbourne
Cup event.

MONDAY 30 OCTOBER
South Australia
The South Australia Chapter will hold its
annual Future 2 Foundation Charity Golf Day
on 30 October at Kooyonga Golf Club, Perth.
The challenging layout and sensational playing
surfaces of this championship golf course
provides players with the ultimate golfing
experience. Join your colleagues and friends
for this networking Ambrose event, with a light
lunch, pre-dinner drinks and dinner provided.

TUESDAY 7 NOVEMBER
Western Australia
The Western Australia Chapter is holding
its annual Future2 Melbourne Cup luncheon

We look forward to seeing our members at their next local Chapter event.
For upcoming events in your local Chapter, go to fpa.com.au/events

Automated Wills Service
Enhance your client service. Use the Law Firm LawOnline Services Pty Ltd’s website to deliver
automated simple and complex wills for your clients. Wills can be made by you legitimately
within minutes, and provided to your clients during their interview.
View the simple process at www.lawonline.co
Call Mark Smith, solicitor of LawOnline today to discuss your wholesale arrangements.

Call Mark Smith 0404 481 417
or email mark@lawonline.co
www.lawonline.co
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In the community

Youth supporting youth
Stacey Franklin talks to Financial Planning about how its 2016
Make the Difference! Grant is helping to feed disadvantaged youth
in regional Australia.
Grant recipient: The Carevan
Foundation
Grant amount: $10,000
Endorsed by: Neil Evans CFP ®,
Quadrant Financial Planning
FPA Chapter: Albury Wodonga

their fellow community members, by
teaching them to prepare and cook
heathy meals,” says Caravan Foundation
chief executive officer, Stacey Franklin.
“Importantly, by participating in the
program, it also makes students more
empathetic and compassionate to the
needs of others.
“The Kids Cooking & Caring Program
also provides students with skills, such
as communication, leadership and
teamwork, while enabling them to make
a real and positive difference in their
local community.”
While monies from the grant will assist
with the purchase of food for the
program, some of the grant will also be
used to implement the School Lunch
Time Program, where Carevan works
with local primary schools, providing
school lunch packs for students that
come to school without lunch.

VCAL students preparing lunch packs.

The Carevan Foundation was formed in
2009 to provide a safe place for those in
need to have a meal.
The Carevan Foundation works in
partnership with local secondary
schools to deliver a curriculum based
cooking program (Carevan Kids Cooking
& Caring Program), where students
volunteer their time to prepare and
cook healthy meals for disadvantaged
people in need. This program received
a $10,000 Future2 grant, which was
endorsed by Neil Evans CFP® from
Quadrant Financial Planning.
“In any one year, over 800 students
participate in this program. This
opportunity allows students to help

“The packs are prepared by secondary
Victorian Certificate of Applied Learning
(VCAL) students, which means it is
‘youth supporting youth’,” Stacey
says. “The program is monitored and
managed by the schools with the
assistance of Carevan.”
Stacey believes the Future2 grant has
been invaluable in assisting Carevan
and local primary schools to identify
and engage with students who may be
going without food during the school
day, which has a direct impact on their
learning and behavioural outcomes.

THE ENDORSER
Neil Evans CFP® – a director of Quadrant
Financial Planning, based in Wodonga
– endorsed the Carevan Kids Cooking
& Caring Program because he believed
there was a real need to support
programs that assist young children
in developing genuine empathy and
understanding for those less fortunate
than themselves.
“There are children whose circumstances
are such that they are not being
properly fed or going without meals
and so, when they get to school, they
cannot concentrate on their schooling
and education. I cannot imagine how
they would function under these
circumstances, seeing other children
eating their food, while they have nothing
to eat,” Neil says.
“Carevan provides these children with
healthy cooked meals, which they can
eat in a safe environment. However,
Carevan receives no government funding
or support and relies on the generosity
of donations from businesses and
individuals to operate its programs.
That’s why the support from Future2 will
greatly assist in ensuring the success and
continuation of this valuable program.”
Neil has been involved with Carevan as
a volunteer for approximately three years.
He has been part of the team that
goes out with the Carevan caravan to
provide meals to those less fortunate
than ourselves.

“By providing students in need with
a nutritious lunch, it allows them to
focus and excel in their learning,
which provides them with the same
opportunities to thrive at school without
being disadvantaged based on family
circumstances,” says Stacey.
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Centrelink

Reinstatement of the
Pensioner Concession Card
From 9 October 2017, the Pensioner Concession Card will be reinstated to around
92,300 former pension recipients, including 3,600 Department of Veterans’ Affairs
payment recipients.
You may have clients who had their
pension payment cancelled on 1
January 2017 because of changes to the
pension assets test. If the Department
of Human Services sent them a nonincome tested Low Income Health Care
Card, they will regain entitlement to a
Pensioner Concession Card on
9 October 2017.
Individuals can use this card in the
same way they did before their pension
payment was cancelled. The Pensioner
Concession Card gives people access
to Commonwealth subsidised hearing
services, plus a range of other benefits
offered by states, territories and private
enterprise.
Best of all, your clients do not have to
do anything. Centrelink will automatically
reissue Pensioner Concession Cards
to eligible recipients. The card is also
exempt from the income and assets test.
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Until their Pensioner Concession Card
arrives in the mail, your clients can
continue to use their non-income tested
Low Income Health Care Card to access
discounts and concessions.
Clients who received a Low Income
Health Card will have this deactivated
after they receive their new Pensioner
Concession Card. However, the
Commonwealth Seniors Health Cards
will be kept to maintain current
Commonwealth benefits, such as the
Energy Supplement, as long as your
clients retain their eligibility.

To be eligible for this payment, on 20
June 2017 your client must have been
residing in Australia and be getting either
the Age Pension, Parenting Payment
Single or the Disability Support Pension.
The payment is $75.00 if your clients are
single, and $62.50 if they are partnered.
It is not taxed or counted as income.

Energy Assistance Payment

Like the Pensioner Concession Card, your
clients don’t need to do anything or get in
contact with the Department of Human
Services. If eligible, this will be automatically
paid into the same bank account that
Centrelink pays its regular fortnightly
payments. For those eligible, Centrelink has
already written to these people to let them
know they were getting a payment.

It’s also important to note that on 26
June 2017, the Government paid eligible
recipients a one-off Energy Assistance
Payment to help with the increased cost
of electricity during winter.

For more information on the Pensioner
Concession Card or the one-off Energy
Assistance Payment, visit humanservices.
gov.au and search ‘Pensioner Concession
Card’ and ‘Energy Assistance’.
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MANY DESTINATIONS,
ONE FIXED INCOME MANAGER
In a world of uncertainty, investing in fixed income requires a different approach. As one of the world’s
largest global fixed income managers with over 170 investment professionals and more than 40 years’
fixed income investing experience, Franklin Templeton Investments delivers a range of solutions ready
to help investors reach their fixed income destination.
Learn more at franklintempleton.com.au/fixedincome

Franklin Templeton Investments Australia Limited (ABN 87 006 972 247) (Australian Financial Services License Holder No. 225328) issues this publication for information purposes
only and not investment or financial product advice. This publication is for wholesale/institutional investors, institutional investment consultants and eligible counterparties only,
and it is not directed at private individuals. It expresses no views as to the suitability of the services or other matters described herein to the individual circumstances, objectives,
financial situation or needs of any recipient. You should assess whether the information is appropriate for you and consider obtaining independent taxation, legal, financial or other
professional advice before making an investment decision. Investments entail risks, the value of investments and the income from them can go down as well as up and investors
should be aware they might not get back the full value invested.
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