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We unearth
the unsung.

We put our heads together and
came up with the MicroCap Fund.
The Fund aims to provide investors with a diversified
portfolio of high quality, dynamic companies outside
the top ASX 200.
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MicroCap Fund
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Fund

INVESTMENT RETURNS

1 year

3 years
p.a

5 years
p.a

Since
inception1

34.1%

18.7%

23.6%

25.7%

Benchmark

23.2%

15.8%

11.5%

2.1%

Excess return

+10.9%

+2.9%

+12.2%

+23.6%
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1. Inception date: 12 September 2010
2. S&P/ASX Emerging Companies Accumulation Index

Strength. Wisdom. Agility.
A New York Life company

This information has been prepared by Ausbil Investment Management Limited (ABN 26 076 316 473 AFSL 229722) (Ausbil) the issuer and responsible entity of the Ausbil MicroCap
Fund (ARSN 130 664 872) (Fund). This is general information only and does not take account of investment objectives, financial situation or needs of any person. It should not be
relied upon in determining whether to invest in the Fund. In deciding whether to acquire or continue to hold an investment in the Fund, an investor should consider the Fund’s product
disclosure statement, available at www.ausbil.com.au. Past performance is not a reliable indicator of future performance. Performance figures are calculated to 30 June 2018 and are
net of fees and assume distributions are reinvested. The rating contained in this document is issued by SQM Research Pty Ltd ABN 93 122 592 036. SQM Research is an investment
research firm that undertakes research on investment products exclusively for its wholesale clients, utilising a proprietary review and star rating system. The SQM Research star
rating system is of a general nature and does not take into account the particular circumstances or needs of any specific person. The rating may be subject to change at any time.
Only licensed financial advisers may use the SQM Research star rating system in determining whether an investment is appropriate to a person’s particular circumstances or needs.
You should read the product disclosure statement and consult a licensed financial adviser before making an investment decision in relation to this investment product. SQM Research
receives a fee from the Fund Manager for the research and rating of the managed investment scheme.
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Focus.

WHAT MAKES
A GREAT LEADER?
Leadership is the theme for this month’s magazine. For me, leadership is
about two things: empowering people and sharing your vision.
Great leaders make people their biggest success
– getting to know them, trusting them to do
their work and appreciating them.
Great leadership also stems from truly
understanding ‘why you do what you do’. What’s
the purpose of your work? Why do you get out
of bed in the morning? Articulating and sharing
this sets the tone and enables your people to do
their best work and enjoy it, too.
Thinking about our profession, the FPA’s vision
is: ‘Through our members, we stand with
Australians for a better financial future.’ We
support the work you do to make a meaningful,
positive difference in the lives of your clients,
because Australians deserve trusted and
transparent financial advice.

CELEBRATING LEADERS
IN OUR PROFESSION
The 2018 FPA Awards are all about recognising
leaders in our profession – outstanding planners,
paraplanners and practices, as well as those who
have made a significant community contribution.
We want to celebrate the good news stories in
our profession. I encourage you to enter online
and showcase your contribution to delivering
best practice financial advice.

This Financial Planning Week, we’ll be sharing
wisdom and tips with the people raising young
Australians, so they can pass on good financial
habits to children. I encourage you to reach out
to your clients and community to support this
campaign. You can read more about the Share
the Dream campaign on page 8.

CONSUMER AD CAMPAIGN
REACHES MILLIONS
Despite challenging times, it’s important for
us to continue to stand proud and remind
Australians about the important role of
professional financial advice. Through outdoor
locations and digitally, our consumer advertising
campaign has shared positive stories of the
great work CFP® professionals provide for
clients. Read more about the campaign and its
results on page 6.

FASEA CONSULTATION CONTINUES
Consultation on the proposed financial adviser
examination by FASEA has now closed. We
expect to hear soon on the further standards
yet to be announced. Thank you to all who
have participated in the discussions and given
feedback via our questionnaires.

FINANCIAL PLANNING WEEK 2018
From 20-26 August, we’re celebrating Financial
Planning Week! This year, our campaign will
inspire Australians to Share the Dream with the
next generation – young Australians whose
view of money is almost invisible, given our
increasingly cashless world. The days of $2
pocket money into a piggy bank are over!
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Dante De Gori CFP®, CEO
Follow Dante on Twitter @ddegori10

FPA AWARDS
2018

News.

MORE WORK NEEDED
ON SMSFS
In responding to ASIC’s
Report 575 SMSFs: Improving
the quality of advice and
member experiences, the FPA
acknowledged the regulator’s
findings into self-managed
superannuation fund (SMSF)
member experiences and
supported the practical tips it
provided to financial planners
to improve the quality of SMSF
advice they provide to clients.
ASIC’s report was based on a
review of 250 client files by an
independent expert, where an
adviser had provided personal
client advice to set up an
SMSF. The client files reviewed
were randomly selected by
ASIC from data provided by
the ATO.

The report concluded that as a
result of following the financial
advice given, 10 per cent of the
clients risked being significantly
worse off in retirement.
A further 19 per cent of the
clients were at increased risk
of suffering financial detriment,
and in 62 per cent of client files,
ASIC found that the advice
provider did not demonstrate
compliance with the best
interests duty and related
obligations. However, it did
note there may not have been
any client detriment.
Commenting on the report,
FPA chief executive officer,
Dante De Gori CFP® said
that while SMSFs can be
an appropriate investment

CAMPAIGN REACHES
OVER 9 MILLION
The FPA’s annual national consumer advertising
campaign has wrapped up, but not before
raising awareness of the CFP® designation by
reaching over nine million Australians outdoor
and another 3.6 million online.
The 10 week campaign, which was funded by
an advertising levy from CFP® professionals,
ran from late April to the end of June. This
year’s advertising
included different
messages to target
key lifestyle goals
among 40-65 year old
Australians. The multichannel campaign ran
across both digital and
outdoor advertising.
This year’s campaign
utilised the latest
digital location tools
to ensure the ads were
shown to a targeted online audience across
premium and highly frequented sites, such as
news.com.au, eBay.com.au, domain.com.au
and Facebook.
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structure for many Australians,
they were not suitable for
everyone.
“There is no doubt that these
results will focus the efforts of
‘code monitoring bodies’, once
approved, on the proactive
supervision of SMSF advice,”
De Gori said.
“This is a growing sector and
good advice is imperative to
ensure the best outcomes for
those who choose an SMSF
as the vehicle to manage their
retirement savings.”
In relation to SMSFs, the FPA
will be developing training and
support for members to ensure
that Australians seeking advice
on SMSFs can rely on quality
advice from its members.

To read more on Report 575
from ASIC, go to p21.

Sophisticated digital location tools gave the
FPA the ability to specifically target consumers
in the areas that Australia’s 5,700 CFP®
professionals are located in.
The outdoor advertising campaign ran across
major capital cities at bus stations and on the
streets, as well as in shopping centres across
major metropolitan and regional areas.
“In the midst of challenging times, it is important
to show consumers who they can trust to
provide financial advice,” said FPA Head
of Marketing, Elle Manton. “The advertising
was designed to change the conversation,
sharing positive stories of the great work CFP®
professionals do each day and the positive
impact they have on their clients’ lives.”
Manton added that informing consumers about
the international recognition of the CFP® Mark,
as well as the high education, professional and
ethical standards that the CFP® designation
represents were also a key focus of the
advertising campaign again this year.
Both the outdoor and digital advertising
campaign was run in conjunction with the
ongoing public relations, content, social media
and search advertising initiatives that the FPA
runs year round.

FOCUS
The FPA congratulates the following members who have been admitted as

CERTIFIED FINANCIAL PLANNER® PRACTITIONERS
NSW

Lindon Turnbull CFP®
The Hills Forum Financial
Planning

Kristy Sullivan CFP®
First State Super
Anirudha Maiti CFP®
GS & J Group

Winifred Liao CFP®
Stature Financial Group

Joanne Mizzi CFP®
AGS Financial Group

Anthony Mihaljek CFP®
First State Super

QLD

Andrew Csordas CFP®
First State Super

Kerry Corrigan CFP®
Crowe Horwath

Adam Faulkner CFP®
Sentinel Wealth
Management

Glenn Baker CFP®
Adept Financial Planning

Grant Homes CFP®
360 Financial Advantage

Aleksej Lukashenok CFP®
Aspire Financial Consulting

SA
Aaron Doig CFP®
Calder Wealth Management
Ralph Bryant CFP®
Morgans

Michael Sauer CFP®
Tribeca Financial
Bradley Rosenthal CFP®
Baillieu Holst
Katherine Pancari CFP®
Perpetual Trustee Company

TAS

Matthew Rowlands CFP®
Shadforth Financial Group

VIC

Pascal Fux CFP®
The Ebony Rose Group
Ilana Donde CFP®
First Financial
Kate Officer CFP®
Muirfield Financial Services

Ben Potter CFP®
Escala Partners

Matthew Farrugia CFP®

James Malliaros CFP®
GFM Wealth Advisory

Shadforth Financial Group

Jason Xu CFP®
First State Super

Alicia Kendall CFP®
Burrell Stockbroking
& Superannuation

Shannon Brown CFP®
BT Advice

Ellie Fordham CFP®
Dozzi Financial Advice

Samuel Whiteside CFP®
NAB Financial Planning

Joseph Saheli CFP®
First State Super

Rochelle Curtis CFP®
Parrish Financial

Khim Chua CFP®
Westpac

Paul Saville CFP® LRS®
Prime Partners Financial
Advice

Terence O’Sullivan CFP®
Rightfit Financial Advisors

Aaron Leslie CFP®
KRA Wealth Management

Damien Leong CFP®
Dunross Financial Planning

Courtney Robinson CFP®
Muirfield Financial Services

Laurence Smith CFP®
ESI Financial Services

Romesh Perera CFP®
HID Financial Services

Colin Lea CFP®
Carey Financial

Shane Debernardi CFP®
Jordan Financial Solutions

Gregory O’Connell CFP®
Byfields Wealth
Management

Tuoxun Kong CFP®
NAB Financial Planning

Christos Galanis CFP®
Galanis Financial Group

Ashleigh Hurley CFP®
Acute Wealth Management

Lisa Kirk CFP®
Crosbie Wealth
Management

Carolyn Morrison CFP®
Infocus Financial Advice

Scott McAlees CFP®
RSM Financial Services

Andrew McPherson CFP®
Tribeca Financial

Jack Grimshaw CFP®
Barns Financial Services

Luke Mase CFP®
Tribeca Financial

Steven Boyce CFP®
Capital Partners

Edward Shilland CFP
CSP

®

Angus Stevenson CFP®
Boyce Financial Services
Nicholas Gordon CFP®
Westpac
Leigh Christopher CFP®
Australian Finance Hub
Wealth Management
Chee Wai Leong CFP®
NAB Financial Planning
Darren Chinnappa CFP®
Nexia
Nicholas Donlon CFP®
Kemosabe Capital

Jon Bishop CFP
Wilsons

®

Adam Boyer CFP®
Morgan Financial

Peter Hodgson CFP®
VicSuper

Erica Cummins CFP®
Graham Wealth

Aidan Darmody CFP®
Pitcher Partners
Jeremy Tyzack CFP®
Bell Potter Securities
Renee Rabah CFP®
Acorn Financial Group

WA

Daniel Viola CFP®
Blueprint Wealth

Matthew Rose CFP®
Wilsons Advisory
& Stockbrocking

EARLY BIRD
CLOSING SOON
The 2018 FPA Professionals is heading
back to Sydney this year, taking place
at the International Convention Centre
(ICC) over 21-23 November. Delegates
will receive $245 off the standard
registration fee if they register before
31 August.

The Congress kicks off on Wednesday
21 November at 1pm with the FPA
Professional Practice and Paraplanning
workshops. This will be followed by
the opening keynote presentation and
FPA Awards ceremony, followed by
the welcome reception.
Other social events include the
Future2 Celebration on Thursday,
where delegates can spend their
evening enjoying views of Sydney

Harbour, while on Friday, delegates
can kick-start their day with the
‘Women in Wealth Breakfast’.
For more, go to: fpacongress.com.au
MONEY & LIFE | AUGUST 2018
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FINANCIAL PLANNING WEEK

SHARE THE DREAM
This month, the FPA will be celebrating its 18th consecutive Financial
Planning Week, raising awareness about the importance of quality advice.
This year’s Financial Planning Week is
encouraging Australians to ‘Share the Dream’
with the next generation. Running from
20-26 August, the campaign will focus on
the next wave of ‘dreamers’, sharing money
wisdom and practical tips with the people
raising the next generation, so they can pass
on the financial habits and skills that children
will need later on in life.
“We are asking Australians to Share the
Dream with the next generation – the
invisible money generation – for whom the
digital economy will be the norm,” said FPA
CEO, Dante De Gori CFP®.
“Financial literacy is key to people making
confident decisions that shape their financial
future. This year’s theme will open up
conversations about the importance of
financial wellbeing for the whole family,
including future generations.”
Taking an integrated approach to reach
consumers, the week long campaign will
include national media outreach, research,
shareable videos, Money & Life content and
an eBook.

RESEARCH
National research has been commissioned by
the FPA to uncover and better understand
our nation’s readiness for the future of money.
The research will include the views of 1,000
parents of Gen Z and Gen Alpha (4 to 18 years)
on raising the ‘invisible money generation’,
uncovering gaps in money knowledge and
expectations between generations.

Spread the word
Engage in conversations about
the importance of financial
literacy and intergenerational
advice with your own clients and
network by making the most of
Financial Planning Week.

8
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VIDEOS
This year’s campaign will feature shareable
videos of kids on camera, capturing their fun
and curious ideas about money, and what
the future of money looks like for them.

EBOOK
A downloadable eBook with tips and insights
to teach kids about money, will be hosted on
the Money & Life website and promoted via
social media channels.

MONEY & LIFE
The FPA’s Money & Life website will publish
articles on the research and theme of this
year’s campaign, including a quiz asking
parents: What type of money parent are you?

SOCIAL MEDIA
Social media will be used for sharing the
research insights, eBook, videos and
Money & Life content throughout the week,
using the hashtags – #SharetheDream,
#FPWeek18 and #invisiblemoney.

MEMBER TOOLKIT
A toolkit will be available to download. This
toolkit will contain the research report and
infographics, social media images, videos
made for sharing on social media, links to
share the eBook, the Financial Planning
Week logo and copy that can be used
on members’ websites and newsletters.
This toolkit will be available from the FPA
Member Centre at fpa.com.au.
For more, fpa.com.au/financialplanningweek

Send out a client communication
– It’s the perfect excuse to
reach out and engage with your
client database. Make use of the
suggested newsletter copy that is
available in the member toolkit.

Share the research report –
Why not share the insights and
findings of the research report
with clients? It could be a great
conversation starter when you
meet with new clients.

Spread the word on social
media – Share the videos, eBook,
infographics, quiz and articles.

Make use of the logo – Pop the
Financial Planning Week logo
on your website, in your email
signature, and in your newsletters.

FOCUS

1 APRIL 2018 TO 30 JUNE 2018

COMPLAINTS
AND DISCIPLINE
In the April to June 2018 quarter, the FPA received two
new complaints, finalised three complaints and have eight
ongoing complaints. Of those ongoing complaints, two are
currently with the Conduct Review Commission (CRC), one
is in the process of finalising the report by the investigating
officer to the CRC, four are in the process of seeking
submissions from members and/or complainants, while
one is in the process of being dismissed.
Two members were also automatically terminated under
the FPA constitution during the quarter. One member
was terminated by his licensee for a breach of the law
and the other member was terminated due to an ASIC
banning order.

ACADEMIC MISCONDUCT COMPLAINTS
During the April to June quarter, the FPA Professionalism
team received two complaints on academic misconduct.
In these instances, the alleged misconduct was for
collusion during the assignment of CFP 2, Applied
Strategies 1. Initially, the academic software – Turnitin
– flagged an abnormally high proportion of similar text
between the two assignments.
After a thorough investigation, it was proven by the
Professional Designations Committee that the students
had colluded and academic sanctions were applied.

9

Complaints ongoing as at 1 April 2018

2

New Complaints

3

Closed Complaints
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Complaints ongoing as at 30 June 2018

0

Members Suspended

0

Members Expelled (CRC)

2

Members Terminated (Constitution)

0

Other Sanctions (CRC)

2

 eferred to Professional Designations
R
Committee for Sanction

Students in the CFP® Certification Program are reminded
that academic misconduct is taken seriously by the FPA
and information on academic misconduct is outlined in
the Student Handbook and in the FPA Disciplinary
Regulations 2016.

FPA CONFIDENTIAL
Last quarter, we reported that the FPA received eight
complaints through the FPA Confidential portal in the
2016-17 financial year. In financial year 2017-18, the FPA
received a total of 22 complaints via this service, with the
majority being received after the commencement of the
Royal Commission hearings.

GUIDANCE AND REASSURANCE
The FPA Professional Accountability team enjoys hearing
from you in relation to seeking assistance and guidance.
If we are unable to help you, we will likely be able to assist
you to find someone who can.

You can contact the team directly by email at:
professional.standards@fpa.com.au

MONEY & LIFE | AUGUST 2018
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1

T H I N G S

Your online destination to
raise consumer awareness
of financial planning.
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Y O U

2

C A N ’ T

S U R V I V E

A snapshot of FPA members

W I T H O U T. . .

Your one-stop resource
centre for education, CPD,
professional development
and insights.
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FOCUS

and guests enjoying the Brisbane Future2 State of Origin lunch.

Support was overwhelmingly for the Maroons, as members and guests
of the Brisbane Chapter enjoyed the Future2 State of Origin luncheon
on 11 July.
This year’s event included a panel of rugby league legends, led by former
NSW Blues great, Tommy Raudonikis, and former Qld Maroons player,
Chris ‘Choppy’ Close. Former Qld and Australian hooker, Greg Conescu,
joined the panel, along with another Kangaroo and NSW Blues’ stalwart,
Anthony Laffranchi.

WE LOOK FORWARD TO SEEING MEMBERS AT THEIR
NEXT LOCAL CHAPTER EVENT. FOR UPCOMING

Former referee and current CEO of the Gold Coast Titans, Graham
Annesley, was on hand to keep the teams onside.

EVENTS, VISIT FPA.COM.AU/EVENTS

The event was in support of the Future2 Foundation, with over $7,000
raised on the day for grants to help disadvantaged youth in need.

MONEY & LIFE | AUGUST 2018
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RETIREMENT ANALYSIS

DATA, TECHNOLOGY
AND ALGORITHMS:
Make the right choices or
risk being stuck in transit

Uber radically transformed the world of transport. Will retirement
advice also have its Uber moment? Wade Matterson says the
destination is different.
Technology allowed Uber to redefine the
nature of personal transport and sweep
aside the incumbent taxi industry.
Ever since, people have been expecting
financial planning to have its
‘Uber’ moment. It
hasn’t happened.
There is no Uber
equivalent in the world
of financial advice,
particularly when it
comes to retirement.
Ridesharing apps
offer a simple, immediate
transaction –
an effortless way to get
from point A to B.
But the financial journey
we’re on is different.
It’s far more emotional
and complex, with an
aspirational destination
that regularly changes.

the world of advice has been held back by
several factors.
For one, it’s been easier to use limited
surveys asking people about their
preferences than to collate and analyse big
data showing their realworld behaviour.

This has clear advice
implications, given
many people fear
running out of money
and so underspend in
their early years
of retirement.

But big data is now a
reality. It’s not perfect
– as anyone who’s been
occasionally misled by
Google Maps knows –
but it’s being constantly
refined and getting us
closer to our ultimate
destination.

RETIREMENT
EXPECTATIONS
AND SPENDING
PROFILES

Milliman has partnered
with a number of industry
This trip doesn’t need
bodies, including the
an Uber, it needs a
FPA, to create the
likely to be saving for
navigation app like
Retirement Expectations
Google Maps. It takes
and Spending Profiles
future expenses that
big data, such as
(ESP) service. It
road maps and speed
incorporates the bank
never occur.
limits, combined with
transaction data of more
sophisticated algorithms
than 300,000 Australian
to help guide people
retirees, as well as
on their journey. It uses
grocery transaction and
location data to crowdsource real-time
property valuation data sets, to reveal the
traffic conditions and quickly offers better
reality of retirement.
directions to avoid traffic jams.
It paints a vivid and accurate portrait
Why hasn’t this happened in financial
of retirement and challenges several
planning yet? The fintech bringing together common assumptions based on limited
these disparate elements and transforming
industry surveys.
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Many of them are

INSIGHT
For example, many financial
products aimed at retirees assume
that expenditure rises with inflation
over time. The Milliman Retirement
ESP shows that the median retired
couple’s expenditure falls by more
than one-third (36.7 per cent) as they
move from their peak spending years
in early retirement (65 to 69 years
of age) and into older age (85 years
and beyond).
This has clear advice implications,
given many people fear running out
of money and so underspend in their
early years of retirement. Many of
them are likely to be saving for future
expenses that never occur.
The location where retirees choose
to live also has a major impact on
their quality of life and the savings
they need to fund it. The Retirement
ESP reveals exactly by how much,
by analysing real bank transaction
data. For the median 65-69-year-old
retiree, their location can affect their
annual spend by more than $10,000
a year.
For example, Canberra residents
have the highest annual spend of any
region in Australia at $38,923, while
Tasmanian metro residents spend the
least at $28,816. The median spend
across Australia was $31,068.

HOME OWNERSHIP
Home ownership has become
a hot topic in recent years, as
property prices have soared across
Melbourne and Sydney before the
more recent slowdown.
The Retirement ESP analysis reveals
that Sydney-based retirees who
rent privately may have to save
more than four times the amount of
superannuation if they expect to live
the same lifestyle as homeowners
who own their homes outright.
High-quality advice can help
Australians prioritise these goals,
with a deeper understanding of their
impact in the years ahead.

BIG DATA
Big data also provides valuable
insights into what retirees are
spending their money on.

But if accurate data
alone was enough, we’d
all still be reading street
directories to map our
journey. It takes more
than information, it
takes analysis to make
it useful.

The data reveals that retirees living
in regional areas spend significantly
less on health than the national
average. It also shows that Canberra
retirees spend the most on leisure
and travel, while Sydney retirees
spend more on insurance than
retirees who live elsewhere.
This data can help planners create
profiles based on real data, which
can be a powerful influence on client
behaviour and lead to more tailored
retirement lifestyles.
For example, we can assume a
relatively healthy, retired client who
enjoys travel – a ‘Grey Nomad’ –
spends in the 95th percentile of
nationwide travel spend, the 50th
percentile of nationwide health
spend, and the 75th percentile of
spend across all other categories.
But if accurate data alone was
enough, we’d all still be reading
street directories to map our journey.
It takes more than information, it
takes analysis to make it useful.

TECHNOLOGY AND THE
NEEDS OF PLANNERS
Technology now allows us to
perform thousands of simulations
and complex modelling that was,
just a few years ago, only available
to large institutions. Now this power
is becoming available to financial
planners and clients – and not
before time.

Investment Trends 2018 Planner
Technology Report found 94 per cent
of 804 surveyed financial planners
would switch their current systems
to access improved digital tools. The
answer, according to the report, is
that platforms and planning software
providers need to collaborate to
meet planners’ rising advice and
technology needs.
Advisers and their clients also need
to know who stands behind any
algorithmic analysis. Trust is in short
supply, given ongoing revelations
at the Financial Services Royal
Commission. Sophisticated financial
modelling takes significant resources
to perform accurately, which requires
a best-of-breed approach, rather
than an ad-hoc approach.
Milliman, which has spent decades
working with many of the world’s
biggest pension funds and insurers
to manage their balance sheet risk,
is working with a number of
local organisations to provide
institutional-grade algorithms to
power financial advice.
While Google Maps may measure
journeys in kilometres, financial
planning clients measure it in time.
The longer the journey, the more
uncertain the outcome, underscoring
the need for high-quality financial
advice. Technology is the key to
make each client’s financial journey
smoother, safer and faster.

Wade Matterson is Practice Leader
at Milliman Australia.
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OPINION CORNER

ETHICAL LEADERSHIP
Question: As a leader, what are the biggest challenges facing you
and your business, and how are you responding to them?
Ron Malhotra AFP®
Managing Director and
Wealth Planner, Maple Tree
Wealth Management
Licensee: GPS Wealth

The common leadership challenges are similar
across different businesses and industries.
Lately, these challenges have become more
complex in a rapidly changing world.
These are the top three challenges facing
businesses today:
1. How does a business stand out in an
increasingly competitive, commoditised
and distracted world?
To become the best logical choice for their
target market, a business needs to become
extremely clear on what makes its offering
unique and who the business serves.
2. How does a business attract people
towards a common purpose?

Tracey Sofra CFP®
Partner and Financial Planner,
Sofcorp Financial Services
Licensee: Consultum
Financial Advisers

The changing landscape in which we operate
in business and in life is challenging but
exciting at the same time.
Being agile, visionary and courageous in
your approach to lead and set the way
into the unknown is what every leader
should embrace.
Having diversity in your networks and daring
to be different in the face of adversity when
making decisions takes guts and self-belief.

14
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As a leader, in order for the business to
grow, it is necessary to get people’s ‘buy in’
on the vision. Clearly articulating the vision,
explaining the link between vision and results,
and connecting the vision to individual
dreams and aspirations, is the way to attract
and retain the right people.
3. How does a business foster an
environment of trust with its customers,
employees and stakeholders?
Trust is a consequence of doing the right
thing and doing things right. Where character
meets competence, trust has the opportunity
to grow. Building a culture where a self-audit of
individual intentions and actions is encouraged,
is vital in today’s world. Monitoring and micro
managing may work, but is never a complete
solution for instilling integrity.
The challenges of leadership are more
pronounced than ever before. However, the
opportunity to step into responsible and
ethical leadership is greater than ever before.

Showing compassion and vulnerability
within your team is critical in allowing others
to flourish and build a level of trust that is
essential in achieving the overall outcome that
is desired.
In a world consumed by choice, it’s so
important to be of value and remain relevant,
otherwise, why should anyone care and why
should anyone listen?
You need to make an impact in everything
you do and everything you say.
In the words of Albert Einstein: “Great spirits
have always encountered violent opposition
from mediocre minds.”

INSIGHT

Question: As a leader, what are the biggest challenges facing you
and your business, and how are you responding to them?
Chris Yena CFP®
General Manager,
Warringal Financial Services
Licensee: GWM Adviser Services

Business challenges: There are many and always
will be. The key is to stamp out the noise and keep
your people focused on helping clients achieve
great outcomes.
Long ago, I learnt to not worry about the
‘uncontrollables’ and rather focus in on what you can
control to achieve your clients, your staff and your
business’s outcomes.
As a practice principal, you can’t change or develop
a culture without the right people, and if you want to
change the culture within your business, be prepared
to change your people.
The path you take will depend on your view — is talent
innate or can it be developed? Employees on their own
won’t develop a culture, or they may even contribute
to the wrong culture.

Nathan Nash CFP® LRS®
Director — Private Wealth,
Scarlett Financial
Licensee: Lonsdale Financial Group

For me, I recognise and appreciate that my business
success is primarily based upon the people I have
around me. Consequently, as a leader, I see the
greatest and most important challenge to be sourcing,
retaining and elevating those good people.
Sourcing staff – This is the most difficult part of
building business success. I have received little or no
help with traditional means of advertising through
Seek and recruitment agencies. So, we took it upon
ourselves to reach out to various personal and
business networks, which has been highly successful.
As candidates come with a personal reference from
a reputable source (a friend, business associate or
colleague), this has allowed us to get a better insight
into whether the candidate has the right personal
characteristics for our business.
Retaining staff – I believe there are three key attributes
to retaining good people: making sure people know
they are valued; providing them with an opportunity to
grow; and provide them with something to aspire to.

Leadership is the key to attracting and retaining
talent, and ensuring everyone has the focus your
business may require.
Ask yourself: When was the last time you showed
real leadership in your business? If the answer is later
than yesterday, then you are already too late.
As a business owner, you need to demonstrate
leadership to your team each and every day.
After all, don’t you expect each of them to deliver
exceptional outcomes for your clients?
We can probably name our best and worst
managers we’ve each worked for over our own
careers, so learn from your own experiences,
communicate clearly and often with your team, and
lead them to your combined success.
Achieving success through others is a wonderful
experience, after all, I’m sure if your current and/
or past staff do talk about you, you’d want to make
sure it’s positive.

However, too often we get caught up in our busy lives,
and so, these simple things are often forgotten. I think
the best way to let people know they are valued is to
communicate it, and let staff know how important they
are and that their efforts are appreciated.
I also encourage continuing education but not always
mainstream. For example, a staff member recently
completing an IDEO U online course in design thinking.
I also think aspiring to become a leader is really
important. That’s why team members need to see that
your successful business life is in balance with your
family, travel and wellbeing.
Elevating staff – A characteristic of a valuable team
member will be a desire to grow, which may mean
into an elevated role, but also within their current
role. To encourage and promote growth, we hold
quarterly meetings to focus purely on development.
These meetings not only focus on our team members’
personal growth but also on what innovation/
efficiencies they can employ in their current role.
I strongly believe the success of a business is highly
correlated to your success in developing staff.
Our business success is the result of the people within
it, and our genuine desire to improve the lives of our
clients and staff.
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Question: As a leader, what are the biggest challenges facing you
and your business, and how are you responding to them?
Jeremy Chiel
CFP®
Partner/Adviser, Stonehouse
Licensee: Stonehouse Financial
Services

Managing the various aspects of change within our
organisation can often be challenging. Having a
harmonious team is crucial for the success of clients,
the business and individuals within the team.
Managing change efficiently and effectively can
assist with these outcomes and is an issue which our
leadership team is currently working on improving.
Individuals have their own set of values and beliefs
that they bring into a team, which then intersect with
the values of our firm.
We’re conscience that success occurs with the
alignment and understanding of the values.

James McFall CFP®
Managing Director,
Yield Financial Planning
Licensee:
Lifespan Financial Planning

Unprecedented change presents our biggest
challenges, but also opportunities.
As a business owner, it is essential to move with
change, to expect it and embrace it, but the period
we now find ourselves in is unprecedented and will
take careful navigation to thrive.
The Royal Commission has started an unravelling
of financial planning in this country as we know it,
which includes the necessary dismantling of vertical
integration; and it will result in significant adviser
changes. With it will be industry unrest, including
exits and greater scepticism amongst consumers.
In response, we are engaging with our clients to
find out what they are thinking. Net Promoter Score
(NPS) has been a great addition to our business.

For this reason, our firm is placing an emphasis on
the exploration of values, in the context of change.
The change can be new team members, processes,
client service offerings and dealing with our
regulatory environment.
By better aligning the values of our team and
business, we can adapt more effectively to change.
One aspect we’re working on with our team is
understanding and discussing the difference
between a fixed and growth mindset. This can be
the difference between either avoiding or embracing
challenges and shaping our views of our personal
exertion.
From a leadership perspective, we are discussing
these issues with our team and ultimately, want to
empower people to embrace change and flourish.

It provides a simple way of tracking client feedback
and offers a way to provide testimonials for potential
clients. Video is another way of providing a window
into our practice, to help with trust building.
More broadly, we are looking at how we can
promote our inherent strengths at Yield Financial
Planning – our team, our history of fee-for-service,
high quality financial plans and systems that offer an
engaging proposition to our existing and potential
clients alike.
Yield is also building a ‘community’ of culturally
aligned professionals who know the way to deliver
the best advice is to work together with common
goals and rewards.
Finding the right fit of people who bring diversified
value to the community, will mean everyone can
focus on what they are best at and deliver great
outcomes for our clients.
The community will also provide a place where
exiting advisers can sell their businesses, knowing
their clients will be well taken care of.

Would you like to join our panel of FPA members willing
to voice their opinion on various topical issues?

Email editor@paperandspark.com.au to register your interest.
16
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Question: As a leader, what are the biggest challenges facing you
and your business, and how are you responding to them?
Anne Graham CFP® LRS®
Managing Director and Senior
Financial Planner, Story Wealth
Management
Licensee: Securitor

It seems the headwinds have increased tenfold over
the last few years, particularly in the last six months.
Not only are we facing challenges that will reshape
the profession as we know it, we are also in the midst
of the disappointing disclosures from the Royal
Commission and the backlash that will entail.
Over and above those challenges is the rapid change
in technology and the evolving definition of financial
planning and changing expectations of clients.
My biggest challenge is maintaining focus on the big
picture and our plans for the next 5-10 years, rather
than the next 5-10 minutes.

It’s so easy to get distracted by the drama and get
caught out by ‘shiny ball syndrome’. When you lose
focus, you lose purpose and without purpose, it’s
difficult to consistently get up and keep going to
make a difference.
Open communication with clients, staff and
colleagues is a must. It’s important to be seen and
heard and not missing in action.
Having an open mind regarding technology,
business processes, service delivery and the ‘way
we do things around here’ is important, so we can
be flexible and embrace new ideas.
Leadership is being authentic, making decisions
and acting on them.
A favourite phrase of mine is JFDI — ‘Just F…. Do It!’.
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NEW CFP

PATIENCE
IS A VIRTUE

Swan Hill planner, Erica Cummins AFP® is the sixth 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.
Age should never be a barrier or excuse
when it comes to learning. It’s a view held
closely by Swan Hill planner, Erica Cummins
AFP®, who took a 13-year hiatus from her
CFP® Certification studies back in 2003 to
concentrate on raising her three children.
But it seems her break in studies did
the trick, with the
36-year-old taking
out the Gwen Fletcher
Memorial Award for
being the highest
achieving student in
Semester 1 of the CFP
Certification Unit.
Even Erica admits to
being surprised and
“more than a little
humbled” by the
achievement.
“Back in 2003, my
focus was on raising
a family. There are
times, particularly for a
mother, when life does
get in the way. That was
the case for me, but the
thought of returning to
my studies and finishing
the CFP® Certification
Program was never far
from my thoughts,”
she says.

VALUE EDUCATION
AND LEARNING

Age: 36
Educational qualifications:
BBus (FinPlan) SSA™
Position:
Financial Adviser
Practice: Graham Wealth
Licensee: AMP Financial
Planning
FPA Professional Practice: No
Years as a planner: 5 years

“I more or less fell into financial planning,”
Erica admits. “I started an administration
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“Somewhat fortuitously that same week,
RMIT University advertised its Bachelor of
Business degree with a major in financial
planning. That was something that really
appealed to me, so I signed up for it.”

Erica Cummins AFP®

It’s a wonderful longrange achievement for an
individual with a financial services career
spanning 19 years.

18

traineeship in a financial planning practice,
mid-way through Year 11.

Having successfully
completed her degree
with distinction in
2002, and with a
blossoming career as
a paraplanner, Erica
finally transitioned
across to a financial
planning role in 2013.
But completion of the
CFP® Certification
Program was
something that
nagged her.
“The CFP® designation
had always been on
my radar,” Erica says.
“The planner who I
first started working
with was a CFP®
professional, and the
importance he placed
on this designation was
something that rubbed
off on me.”

But after her studies took a backseat to
marriage and raising a family in 2003,
13 years later, Erica was ready to hit the
books again and finally complete the CFP®
Certification Program.

INSIGHT
“The kids were a bit older and off
to primary school, so I had a bit
more time to dedicate to my career.
This included refreshing some of
my technical knowledge and there
was no better way of doing that
than through the CFP® Certification
Program.”
But Erica didn’t underestimate the
challenges involved in juggling the
demands of three young children and
a full-time planning career, before
resuming her studies.
“Looking back now, it was
challenging,” she laughs. “But
I received a lot of support from
family, friends and work colleagues,
which has been invaluable. I think
it was most important I had the
support of my family, particularly
during times when I needed to take
the time to study.”
In fact, with Erica’s husband having
recently completed his Bachelors
degree, she says it was a good
learning experience for her children
to see the value their parents placed
on education and continuing learning.
“I really believe it’s important to never
stop learning,” she says. “We all need
to constantly challenge ourselves
and step outside our comfort zone.
That’s how we grow as individuals.
So, I was glad to show my children
firsthand the importance we placed
on studying and learning.”

We all need to

So, what are some of Erica’s study
tips for students of the program?

constantly challenge

She says her top tip is to have a
‘study partner’.

ourselves and step
outside our comfort
zone. That’s how we
grow as individuals.
– Erica Cummins
TIPS AND INSIGHTS
ARE INVALUABLE
In fact, educational excellence is
something Erica is familiar with,
having been named the top student
for CFP 3 last year. She even agreed
to present a webinar to the program’s
CFP 3 students in semester 1,
while completing her final unit —
although it’s something she speaks
modestly about.
“The webinar I did was relatively short
— about 7 minutes. As a student, I
always enjoyed hearing from previous
students about their tips for the
unit of study. So, providing my own
insights was a great opportunity
to give back to other students.
Hopefully, I’ve provided some tips to
students that will make their studies a
little bit easier.”

“I had a study partner for three of
the five units I did, and he helped to
keep me accountable for my studies.
Otherwise, it would have been too
easy for life to get in the way and put
things off,” Erica says.
“We had a weekly phone call or
Skype session, where we set our
study goals, like discussing topic 1 this
week and then topic 2 the following
week. That accountability made a big
difference for me, otherwise, I could
have ended up a few weeks out from
an assignment deadline, having not
even started it.”

HIGH STANDARD
OF STUDENTS
Although it’s taken 15 years to
complete – admittedly, with a fairly
long break in between – Erica doesn’t
regret the time, commitment and
self-sacrifice it’s taken to complete
the CFP® Certification Program. And
while patience may be a virtue, she
acknowledges the benefits that come
from being a CFP® professional.
“Having successfully completed the
CFP® Certification Program, I believe
it’s made me a better professional, as
it has deepened my understanding
of many advice areas. I also believe
Continued overleaf

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.

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,
a complementary ticket for the
FPA Professionals Congress
and $1,000, which is funded
by the FPA.

MONEY & LIFE | AUGUST 2018

19

INSIGHT
CFP® Certification provides
clients with the confidence they
are dealing with a professional
who has an internationally recognised
designation.”
So, it’s fitting that someone who
places such high value in education
and the CFP® Mark, has taken out the
Gwen Fletcher Memorial Award for
semester 1 of the CFP® Certification
Unit. But what does it mean to Erica
to win such a prestigious award?
“It’s an absolute honour to win this
award,” she says. “While I didn’t
know Gwen personally, I know a lot
about her. Gwen was a prominent
industry identity, who did so much
for financial planning. The technical
quality and high standard of students
completing this program was
excellent, so to win this award is a
wonderful achievement — not
just for me, but for all past and
future recipients.”

encouraged to see more women
making a career out of
financial planning.
“Women are still under-represented
in the profession, so I think it’s
fantastic that more women are
studying to achieve the CFP®
designation,” she says. “Hopefully,
it’s a sign there are more women
stepping up into these leading
financial planning advising roles,
and bringing to the table a different
skill set.”
In congratulating Erica, FPA chief
executive officer, Dante De Gori CFP®
says Erica’s outstanding results are
“a testament to her commitment
and dedication to advancing her
career through gaining the CFP®
designation”.
“I look forward to welcoming Erica
into our growing CFP® professional
community,” De Gori says.

Erica is the sixth woman, out of
a total of eight award recipients,
to win this award. She says she is

Advanced standings

For students undertaking
the CFP® Certification
Program, advanced standings
may apply, depending on
previous study.

Recognising top students

The FPA congratulates the following students who achieved top
marks in their CFP® Certification Program and LRS® Life Risk
Specialist unit in semester 1, 2018.
Gwen Fletcher Memorial Award: Erica Cummins – Graham Wealth
CFP 1:

Claire McLean – Flack Advisory Services Group

CFP 2: Lachie Perry – Silvan Ridge Financial Services
CFP 3: John Dacker – Shadforth Financial Group
CFP 4: Ian Bacon – Centric Wealth
LRS: 		 Nancy Peat – Mercer Financial Advice

20
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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, advanced standings for
CFP 2-4 may apply.

To find out more, go to
fpa.com.au/education

INSIGHT

SMSFS AND THE
QUALITY OF ADVICE

Louise Macaulay outlines some key findings from ASIC’s Report 575 on SMSFs.
•

ASIC recently released Report 575
SMSFs: Improving the quality of
advice and member experiences,
which outlines findings from a large
research project that examined:
•

member experiences in setting up
and running an SMSF; and

•

whether advice providers are
complying with the law when
providing personal advice to retail
clients to set up an SMSF.

To examine member experiences,
ASIC commissioned an independent
market research agency to conduct
a mix of qualitative research
(interviews) and quantitative
research (online survey).
This research highlighted these
key findings:
•

•

•

Family members, friends and/
or colleagues were collectively
the main prompts for setting
up an SMSF, followed by advice
from financial advisers and
accountants.
Members had a number of
motivations for setting up an
SMSF. Many members set up an
SMSF to allow them to get out of
an APRA-regulated super fund
and gain control over their super.
A number of members saw an
SMSF as a vehicle for investing
in property. Despite restrictions
around the use of such property,
they were motivated by a fear of
being locked out of the property
market and/or a desire to help their
children enter the property market.

Louise Macaulay

time-consuming than expected,
compared with 15 per cent of
members who found it less time
consuming than expected.
•

33 per cent of members did not
know that an SMSF must have an
investment strategy.

•

30 per cent of members had no
arrangements in place for their
SMSF if something happened
to them.

To examine whether advice
providers are complying with the
law, ASIC engaged an independent
expert to review 250 client files
where personal advice to set up an
SMSF was provided to clients by an
advice provider.
Where client files were assessed
as being non-complaint, ASIC
considered whether the client was
likely to suffer significant financial
detriment as a result of following the
advice provided.

In the online survey:
•

•

32 per cent of members found
running their SMSF to be more
costly than expected, compared
with 9 per cent of members who
found it less costly than expected.
38 per cent of members found
running their SMSF to be more

There were two areas in particular
that led to a client file being rated as
not having demonstrated compliance
with the best interests duty and
related obligations. These were
where the advice provider had not
demonstrated that they had:
•

sufficiently researched and
considered the client’s existing
financial products; and/or

•

based all judgements on the
client’s relevant circumstances.

In the report, ASIC provides a
number of practical tips for advice
providers to improve the quality
of their SMSF advice. For example,
advice providers should:
•

explain to clients the duties and
obligations that each trustee has
to comply with under the law;

•

discuss the client’s
superannuation balance and
whether it’s likely to be costeffective for the client to set up
an SMSF;

•

be familiar with the risks of an
SMSF structure.

While it’s difficult to assess the longterm financial impact of setting up
an SMSF, ASIC considered that:
•

•

in a total of 26 files (10 per
cent) reviewed, the client risked
being significantly worse off in
retirement as a result of following
the advice.
in a further 47 files (19 per cent),
clients were at increased risk of
suffering financial detriment as a
result of following the advice.

in an additional 155 files (62 per
cent), the advice provider did not
demonstrate compliance with the
best interests duty and related
obligations. This does not mean
that clients were significantly
worse off as a result of following
the advice or that the advice,
if implemented, would result in
negative outcomes. However,
these files did not demonstrate
that the clients would be in a better
position following the advice.

The full list of tips can be found in
Appendix 1 of the report.

Louise Macaulay is the Senior Executive
Leader of the Financial Advisers team
at ASIC.
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HOW TO CHANGE
THE WORLD

Are you ready to change the world? Carl Richards CFP® is, and with the fallout
from the Hayne Royal Commission, he says it’s time planners reset the narrative,
one client conversation at a time. Jayson Forrest reports.
Do you remember Carl Richards?
The name might sound familiar. He
is the CFP® practitioner who breaks
down seemingly complex ideas
into simple sketches, which he uses
to entertain and inform millions of
Americans each week in his Sketch
Guy column in the New York Times.

ideally positioned to change the
lives of their clients for the better.
But he admits the profession has
been damaged by ‘fake’ planners,
who have tarnished the reputation
of ‘real’ planners – who adhere
to the highest professional,
education and ethical standards.

If you were at the 2013 FPA
Professionals Congress in Sydney,
you may have attended his keynote
presentation, or his masterclass
session on client communication at
the 2014 Congress in Adelaide.

“So, it’s time ‘real’ planners take
back the agenda, but they often
overlook the fact that they’re

Well, he’s back for the 2018
Congress in Sydney, where he will
be challenging planners to remove
themselves from all the distractions
and background noise in the market,
like the Hayne Royal Commission,
and to reset the financial planning
narrative with their clients and the
wider community.
In fact, for the expat American
who calls New Zealand home
these days, he wants to show
Aussie planners ‘How to Change
the World’, by breaking down how
they can have more meaningful
conversations with their clients
and showing them how to take
the necessary steps to effect
this change. And key to this is
for planners to take on a greater
leadership role with their clients
and within their communities.
Carl is no stranger to the
highs and lows of financial
planning. As an accomplished
CFP® professional, author and
international speaker, he knows
only too well that planners are

Carl laughs and admits that
‘changing the world’ is a bold
statement to make but is
nonetheless achievable if planners
seek to do it by “one conversation
and client experience at a time”.

I consider to be

“When I say ‘change the world’, I
mean to effect change gradually
through delivering great
experiences,” he says. “That
means, first change perceptions
within your community, then
in your town or city, and then
your country. Collectively, as a
profession, if we all started off
taking small steps like this, then
we really can change the world.”

leaders are those who

THE WATER WE SWIM IN

The people who

aren’t scared to have
an opinion and take
action, even in the
face of irreducible
uncertainty.
already perfectly positioned to
change the world,” Carl says.
“What’s bigger than helping people
make smart money decisions and
reach their goals? But in order
to change the world, it requires
thinking about things a little
differently.”
But isn’t the concept of changing
the world somewhat ambitious for,
say, a sole practitioner based in
the suburbs?

Carl understands that moneyrelated issues are among
the leading causes of stress,
depression, divorce and suicide
among Australians, with this
country’s current drought
exacerbating these conditions in
many rural communities. He says,
as a profession, safeguarding
our clients from these issues has
become the “water we swim in”.
That being the case, Carl
believes ‘real’ planners are
ideally positioned, through one
client conversation at a time, to
sort through their clients’ goals,
dreams, fears and worries.
“We can all change the world by
beginning small,” he says. “We can
start by thinking, ‘I can change
my little community’. And if all
of us were to change our ‘little
Continued overleaf
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communities’, we would indeed
change the world.”
But change also requires leadership.
For Carl, this means self-belief and
being decisive.

The sketch guy
Carl Richards is a CERTIFIED
FINANCIAL PLANNER® and
the creator of the Sketch
Guy column, which has been
appearing weekly in the New
York Times since 2010.

Carl has also been featured
on Marketplace Money, Oprah.
com and Forbes.com. In
addition, Carl has become a
frequent keynote speaker at
financial planning conferences
– including the 2014 FPA
Professionals Congress in
Adelaide – and visual learning
events around the world.
Through his simple sketches,
Carl makes complex financial
concepts easy to understand.
His sketches also serve as the
foundation for his two books,
The One-Page Financial Plan:
A Simple Way to Be Smart
About Your Money and The
Behavior Gap: Simple Ways
to Stop Doing Dumb Things
with Money.
His sketches have appeared in
a solo show at the Kimball Art
Center in Park City, Utah, as
well as other showings at The
Parson’s Gallery in New York,
The Shultz Museum in Santa
Rosa, California, and an exhibit
in the United Kingdom at the
Mansion House in London.
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“The people who I consider to
be leaders are those who aren’t
scared to have an opinion and
take action, even in the face of
irreducible uncertainty,” Carl says.
“The financial planners I know who
are leaders are the ones who have
opinionated advice are the ones
who say: ‘Hey, maybe this is more
about behaviour than it is about
numbers or performance.’
“They are the ones who are
asking deeper questions and are
comfortable doing so. A leader is
somebody who is able to identify
that something isn’t working and
is prepared to try something new,
even though it may not work. That’s
leadership.”

A JOURNEY OF
A THOUSAND MILES
The old Chinese saying, ‘A journey
of a thousand miles begins with a
single step’, is one that resonates
with Carl, who believes that the
opportunity for planners to change
the world should begin small within
their communities.
“National organisations, like the
FPA, are doing an invaluable service
of fighting the good fight on the
regulatory front and dealing with
the ‘big issues’ that no individual
planner can do on their own. They
also help government bodies and
the regulators understand the
difference between ‘real’ financial
planners and ‘fake’ planners.
“However, because financial planning
is part of the wider financial services
industry, sadly, the Hayne Royal
Commission has shown that as an
industry, we can’t currently say to
consumers: ‘You can trust us.’ But
we can regain this trust by showing
people the experience of what it
means to work with a ‘real’ planner.”
He believes the FPA is ideally
positioned to relay these ‘good
news’ client stories to consumers,

and congratulates its Money & Life
and CFP® consumer campaign
initiatives, which are highlighting the
great work planners are doing with
their clients.
“Amplifying these feel good stories
is terrific,” he says. “But we need
to do more at a grassroots level.
So, it all comes down to sharing
those amazing day-to-day
experiences, one conversation at
a time, that planners are having
with their clients.
“If not, then how will we ever know
about the planner in Brisbane
who is doing amazing things with
her clients, or does the planner in
Brisbane know of the amazing work
being done by a planner in Perth?
We need to have a clearing house

So, it all comes down
to sharing those
amazing day-to-day
experiences, one
conversation at a
time, that planners
are having with
their clients.
for all these great stories; not only
for consumers to access, but to
remind us all of the great work
we do, which is something we
often forget.
“It’s all about figuring out ways to
share with more Australians, the
beneficial experience clients get
working with a ‘real’ planner.”

TAKING BACK
THE INITIATIVE
In fact, with the Hayne Royal
Commission firmly putting the
spotlight back onto financial
planners and the wider financial
services industry, Carl is bullish

INSIGHT
about client advocacy and sharing
client experiences as the keys to
steering the narrative back to what
planners do best – helping their
clients live their dreams.
However, he says it’s a confronting
fact that as far as consumers are
concerned, they don’t know the
difference between a ‘real’ planner
– who adheres to the highest
professional, education and ethical
standards – and a ‘fake’ planner.
“You can’t simply call yourself a
professional, because consumers
don’t understand that,” Carl says.
“We need to realise that in consumers’
minds, we’re all part of the traditional
financial services industry, which
unfortunately means taking the good
with the bad. So, moving forward,
we need to distance ourselves from
unethical behaviour by doing a better
job of clarifying the differences
between ‘real’ planning and ‘fake’
planning, and that’s something the
FPA is working hard on. But it’s also
something planners can work on
individually at a local level.”
His advice to planners to help them
work through this turbulent time is to
focus on the ‘big picture’ and not get
distracted by all the media noise.
“When you lose your focus, you
lose your motivation to make a
difference. So, stay focused, keep
things simple and communicate
positive experiences. Ultimately,
rebuilding the profession’s reputation
will start at the coalface, one client
conversation at a time.”

LEADERSHIP, TRUST
AND INFLUENCE
Carl concedes that ‘How to Change
the World’ is a big topic to cover
in his November presentation at
Congress, that’s why he is keen to
ensure his presentation is not just all
rhetoric. He will provide delegates
with practical, actionable ideas that
can be taken back to the office and
easily implemented within a business.
“Changing the world is about:
building leadership, building trust
and building influence at scale.
By putting these three elements

together, planners can make
the work they are doing – one
conversation at a time – really count.
“Only then can you share these client
experiences with your community,
town, county and then the world.
That’s how we can ensure that
everybody can see the difference
that professional advice can make
to their lives. And that’s something
planning practitioners excel at.”

Carl Richards CFP® is a speaker at the
2018 FPA Professionals Congress in
Sydney (21-23 November).
For more information on the Congress
program or to register your attendance,
go to: fpacongress.com.au
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LEADERSHIP

IS THERE A
LEADERSHIP
CRISIS?
With the spotlight firmly on the cultural and leadership issues of
financial institutions, sport and politics, Petris Lapis questions
whether we are experiencing a leadership crisis in Australia.
And if so, then how can we encourage better leadership?
Do we have a leadership crisis in Australia,
or have we just got the leaders we deserve?
I recently attended resilience training for
government employees. Participants were
in groups gloomily discussing coping
with change. Only one group in the room
was upbeat.
When asked why they were coping with
change so well, they reported that when
their department had been reshuffled,
the appointment of a manager had been
overlooked. They were taking it in turns
and had never worked as a more efficient
or harmonious team. The secret to their
success... no manager. I laughed and then
caught myself.
The following examples of leadership in
Australia then came across my path the
following week:
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•

“In the last 10 years,
nursing has become
very good at pain
management. If you
want empathy and
compassion, take
your father home
and get your family
to give it to him.” –
Nursing manager
Petris Lapis
to a woman whose
father was dying in hospital.

•

“Thank you for your 30 years of service.
We would like you to take this time to
consider whether you have anything of
value left to add to this organisation.”
– Australian bank to an employee.
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•

“No, you may not take a day’s leave to
take your sick son to the specialist.”
– Government health manager to
an employee.

Add this to the cultural and leadership
issues we have seen in banks, sport
and politics, and it raises the question
of whether we are experiencing a
leadership crisis.

HOW BAD IS IT?
The most recent global leadership index
report produced by the World Economic
Forum1 reveals a crisis of confidence
on leaders on a global scale. Trust and
confidence in leadership is ranked on a
scale from 1 to 10, with 10 being total trust
and confidence. From the most to the least
trusted sector, Chart 1 (on the opposite
page) shows how leadership ranked.
The only area which
ranked above 50 per
cent was the non-profit
and charity sector. In
Australia, the ranking
of confidence we have
in our leaders rated a
measly 4.11 out of 10.
The younger you are,
the less confidence you
have in our leaders.
The failure rate for our leaders is
concerning. The Centre For Creative
Leadership reports research showing that
50 per cent of leaders and managers are
‘estimated to be ineffective, incompetent
or a mishire’2. Research by the Adelante

GROW
Chart 1: Trust and confidence
1 Non-profit

2 Business

5.53
5 Healthcare

4.72
6 Media

4.53

group3 shows that 30 to 40 per cent
of chief executive officers fail in
their first three years and it can
take 10 years to recover from a
poor CEO selection.
Globally, dismissals for ethical
lapses rose from 3.9 per cent of all
successions in 2007-11 to 5.3 per cent
in 2012-16.4
According to the 2017 Edelman
Trust Barometer5, only 37 per cent
of people consider CEOs credible
today. This is an all-time low and
down 12 per cent from last year. The
figure for government officials is
even lower at 29 per cent.
Theo Veldsman, of the University of
Johannesburg, studies6 the growth
and impact of toxic leadership in
organisations across the world.
Veldsman says that although
traditional research shows that one
out of every five leaders is toxic,
he argues the figure he is seeing is
closer to three out of every 107.
Why are so many of our leaders
failing?
According to Finkelstein, Dotlich and
Cairo8, most CEOs fail not because
they are not competent, or do not
have the knowledge
or experience, but because of
hubris, ego and lack of emotional
intelligence.
This is confirmed by a LinkedIn
survey9 of human resources
managers in Australia, which found
most Australian managers are
lacking in the critical leadership skills
of empathy, problem solving and
creativity, and the ability to foster
collaboration and innovation.

4 International
Organisations

3 Education

4.70

4.62

7 Government

8 Religious
Organisations

3.83

3.57

3.94

WHAT IMPACT IS TOXIC
LEADERSHIP HAVING?

don’t like it, leave;
•

High levels of stress, turnover,
absenteeism and burnout,
with long working hours, 24/7
availability and disregard for
personal life;

•

People have to compete against
each other to keep their positions
and team work is not rewarded; and

•

Little or no leader compassion
or empathy.

What is the impact of this leadership
crisis? At a business level, toxic
leaders create toxic workplaces and
ultimately, toxic businesses.
As one small example of what
happens when leaders are
toxic, Swedish researchers have
published a study in the Journal of
Occupational and Environmental
Medicine 10 looking at how leader
behaviour impacts employee health.
They studied more than 3,100
men over a 10-year period in typical
work settings.
They found that if your manager was
incompetent, inconsiderate, secretive
or uncommunicative, you were
60 per cent more likely to suffer a
heart attack or other life threatening
cardiac condition. If you worked for a
‘good leader’, you were 40 per cent
less likely to suffer a heart problem.
These research findings give rise to
some interesting legal and workplace
health and safety issues for the
future, if we continue to hire and
tolerate toxic leaders.
Ray Williams, in his book Eye Of
The Storm: How Mindful Leaders
Can Transform Chaotic Workplaces,
describes the toxic workplaces
that are created as a result of
dysfunctional leaders as follows:
•

All sticks and no carrots, with
a management focus solely on
wrongdoing and problems, rather
than positive feedback;

•

Profits are the most important
consideration and people are
treated as disposable – if you

The rise in toxic leadership has
seen a decline in civility and a rise
in bullying in the workplace11. As a
result, researchers12 have found that
employee engagement has declined
significantly in most industries, with
some finding as few as 29 per cent of
employees are now actively engaged
in their jobs.

WHAT MAKES
A GOOD LEADER?
If the impact on a business by
a toxic leader is so striking and
negative, what does it take to make
a good leader and why don’t we
have more of them? It might not be
what you think.
COMPASSION
Christine Boedker, of the Australian
School of Business, researched
5,600 people in 77 organisations13
on the link between leadership
and organisational performance.
She concluded that of all the
elements in a business, the ability
of a leader to be compassionate14
had the greatest correlation with
profitability and productivity.

Continued overleaf
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Takes responsibility for poor
results; and

•

Gives credit for success to their
staff and external factors, rather
than themselves.

After studying 84 CEOs and more
than 8,000 of their employees,
Fred Kiel22 found that people were
happier and worked harder when
they felt valued and respected. CEOs
who had the four character traits of
integrity, compassion, forgiveness
and accountability led companies
whose returns on assets were five
times larger than those of executives
who were more self-centred. He
found that leaders with low character
or who were self-focused, cost a
company money.

William Baker and Michael O’Malley
found that a management style
which had the traits of compassion,
integrity, gratitude, authenticity,
humility and humour, improved
employee performance and retention.
Researchers at the Wharton School at
the University of Pennsylvania and the
George Mason University School of
Business found that compassionate
workplaces increase employee
satisfaction and loyalty and create
better customer relations.
15

HUMILITY
Humble leaders (those who can
admit mistakes, spotlight follower
strengths and model teachability)
are more effective and better liked,
according to a study published by
Bradley Owens in the Academy of
Management Journal16. These leaders
also have more learning-oriented
teams, more engaged employees
and lower voluntary turnover.
Findings from a Baylor University
study published in the journal
Personality and Individual
Differences17 also found the honestyhumility personality trait was a
unique predictor of job performance.
Amy Y. Ou and her colleagues
at Arizona State University
studied the CEOs of 63 private
Chinese companies and the 1,000
managers who worked with them,
and published their findings in
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Administrative Science Quarterly .
They found that the humbler the
CEO, the more managers working
for them reported positive outcomes
(their jobs were more meaningful,
they wanted to participate more
in decision-making, they felt more
confident, and were more motivated
to collaborate and to share information).
18

Elizabeth Salib also contends
that the best leaders are humble
leaders19. She cites Google’s Senior
Vice President, Lazlo Bock, who says
humility is one of the traits he looks
for when he is hiring staff.
A study by Catalyst20 on inclusive
leadership in six countries, including
Australia, found that humility was
one of four critical leadership
characteristics for creating an
environment where employees from
different demographic backgrounds
feel included.

WHY DON’T WE HAVE
BETTER LEADERS?
Given the overwhelming research
evidence over many decades
that hiring humble, honest,
compassionate leaders with integrity,
results in better workplaces, better
employee engagement and greater
profits, why are we continuing to
hire toxic leaders and have toxic
workplaces?
Is it because we have fallen victim
to the ‘sales pitch’ and hype of the
charismatic superhero, who promises
the world and fails to deliver? Is it
because we are suffering under a
misconception about how successful
‘tough managers’ are?
Emma Seppala’s23 research shows
that ‘tough managers’ mistakenly
think that putting pressure on
employees improves performance,
when in fact, all it does is increase
stress and its associated side effects.

CHARACTER
Leadership expert Jim Collins, in
an article in the Harvard Business
Review21, argues that the best leaders
have the following characteristics:

HOW CAN WE GET
BETTER LEADERS?

•

Compelling modesty and no need
for adulation;

•

Quiet, calm determination that
relies on standards rather than
charisma to motivate others;

•

Channel energy and ambition into
the business (and staff), rather
than into themselves;

1. Better leadership training:
According to Stanford University
professor Jeffrey Pfeffer24,
we need to start measuring
outcomes from leadership
training, rather than listening to
the hype. He says that despite all
the research on what constitutes

So, if we want better leaders
we need:

GROW
good leadership, we are still
experiencing “an enormous
psychological and even physical
toll exacted on employees
from bullying, abusive bosses”.
If the Australian LinkedIn
survey25 is to be believed, our
managers desperately need the
type of emotional intelligence
training more commonly found
in counselling, rather than
traditional leadership training.
2. Change the way we select
and reward employees:
Pfeffer’s research shows that
‘the qualities we actually
select for and reward in most
workplaces are precisely
the ones that are unlikely to
produce leaders who are good
for employees, or for that
matter, long-term organisational
performance’.
3. Stop falling for the hype from
charismatic superheroes and
start endorsing quiet, humble
and honest behaviour that
makes for a better business and
world. It is time to stop choosing
authoritarian, controlling,
narcissistic and toxic leaders.
It is time we started making the
choices that were good for our
businesses and our employees.
4. Change our focus.
In the words of one of the
world’s most influential people,
Frans de Waal, we need to
ditch the ‘macho origin myth’
that human society needs to
be a perpetual struggle for
survival, with winners and losers,
and focus on the true nature
of humanity, which is one of
empathy, co-operation and
fairness26. Anthony Mitchell,
co-founder and chairman
of strategic leadership firm,
Bendelta, confirms this when
he says: “The winners in
today’s business world are fully
engaging and inspiring their
people, while the losers are not.
It’s that simple27.”

Petris Lapis is a lawyer, consultant,
trainer and author. She is a Director
of Petris Lapis.
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FUTURE LEADERS

LEADERSHIP:
Resilience is not enough

When it comes to managing stress and change in an ever-evolving
business environment, it’s time you consider building a business
that thrives on chaos, writes Gihan Perera.
I often go out to breakfast or lunch with
my 19-year-old stepdaughter, Abbey. As
soon as the food arrives, she – like many
others of her generation – pulls out her
smartphone, takes a photo, and shares it
with her friends on social media (and to her
credit, she then puts away her phone for
the rest of the meal).
Of course, knowing that I have a futurist
sitting across the table from me, I’m always
curious about her behaviour, so I ask what
she’s doing. She recently told me that she’s
stopped posting these photos on Snapchat,
and has now gone back to sharing them
on Instagram. Why? Because Instagram’s
recent update made it more attractive to
post there, and she and her friends have all
made the switch.
Abbey and her friends are happy to keep
using whatever works best, and they don’t
complain about the constant changes to
platforms, apps and technology in general.
In fact, it’s quite the opposite: They crave
change, rather than resisting it.
How different this is from the way many
people think in business!
What about you?
Do you love change or loathe it? Do you
embrace it as an opportunity or resist it
as a threat? Do you sigh and call on your
reserves of resilience, or get excited and
shout, ‘Bring it on!’?
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But resilience alone is not enough.
Resilience is about bouncing back, standing
up every time you fall down, and getting
back on your feet after every setback. But
the problem with only being resilient is that
you end up being reactive. You can be the
most resilient person, team or business
– but you’re still at the mercy of what’s
happening around you.
And let’s face it – it’s no fun being constantly
knocked down! As good as you are at
bouncing back, facing a constant barrage
of punches eventually wears you down.
That’s why you need something more than
resilience – for yourself, your team and your
business.

THE BEST BUSINESSES
ARE ‘ANTIFRAGILE’
In 2012, author Nassim Nicholas Taleb
introduced the word ‘Antifragile’, in his
book of the same name. Something is
antifragile when it thrives on chaos. In
other words, far from just resisting change
or recovering from it, it actively grows
and thrives in a chaotic, ever-changing
environment.
For example:
•

Your immune system gets stronger by
being exposed to small doses of stress
(that’s how vaccinations work).

•

RESILIENCE IS
NOT ENOUGH

Day traders thrive in volatile – and even
falling – markets.

•

You don’t need me to tell you that the
financial services industry has had more
than its fair share of change in the last few
years. And yes, resilience is important especially in the face of constant change
from FoFA, FSI, FASEA and other F-words
that have hit advisers in a seemingly neverending series of tidal waves.

Software products released in ‘beta’
form (such as Gmail) develop faster
because they are subjected to a barrage
of user testing.

ARE YOU BUILDING
AN ANTIFRAGILE BUSINESS?
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When it comes to managing stress,
chaos and an ever-changing business
environment for advisers, there are four
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1

ADOPT AN
ANTIFRAGILE MINDSET

Most leaders – especially
experienced leaders – start with the
mindset that ‘If it ain’t broke, don’t
fix it’. But that doesn’t work in a
fast-changing world, and especially
doesn’t work if you want to be more
antifragile.

kinds of businesses and teams (refer
to diagram above).
Which of these applies to you, your
team and your business?
•

•

•

Are you brittle? This business
performs adequately in a stable
environment, but falls apart at the
slightest stress. Life is a constant
struggle, with no end in sight.

Instead, adopt this mindset: ‘If it ain’t
broke, break it!’
This doesn’t mean you wantonly
break things just for the sake of
it! Instead, consider all the assets
in your business, and ask this
question about each of them: ‘If we
didn’t have this, what would we do
differently?’
For example:

Many fragile businesses strive to
be nimble, where they artfully
jump around, always looking
over their shoulder, so they can
dodge and avoid change. This
can work in the short-term, but
it’s exhausting.

•

•

If we didn’t have these systems
and processes for delivering
advice, how would we do it if
starting from scratch?

Then there’s the resilient
business. They bounce back, get
back from every setback, and
work desperately to cope with
all the change around them. But
they never get ahead, are always
punch-drunk, and eventually get
broken.

•

If we didn’t have a database of
loyal clients we might upset, what
radical change could we make?

You might recognise your business in
one of these three categories, but that
doesn’t mean all is lost – unless you
continue operating that way forever.
Now, at the start of a new financial
year, it’s the perfect opportunity to
set a new direction for your business.
And one of the best things you can
do is to become antifragile.

If we didn’t already have a
website, what website would we
build?

2

ENGAGE YOUR
ANTIFRAGILE
TEAM MEMBERS
If you already have young graduates
or recent recruits in your team,
consider yourself lucky – because
they might already have the
antifragile mindset. Instead of forcing
them to conform to your established
processes, engage them to develop
something new.
Engage them actively, using ‘reverse
mentoring’, where the younger, more

junior people in an organisation
provide the mentoring for older,
more senior staff.
For example, The Hartford, a financial
services group in the USA, leveraged
the power of reverse mentoring
to reach a new kind of customer,
understand the new workforce, and
improve their bottom line.
Almost all the mentees (the
senior people, remember) rated it
extremely effective for their own
personal development, most of
the mentors (the junior people)
were promoted within a year, and
the business implemented new
practices that saved time and money,
increased social media engagement,
and boosted internal knowledge.

3

MAKE ‘ANTIFRAGILE’
A HABIT

Don’t wait until ‘things quieten
down’ to start building an antifragile
business – that will never happen!
Instead, make it a habit by setting
aside time regularly for it. For
example, at team meetings, with
initiatives like reverse mentoring,
and even with formal recognition
and rewards for team members who
embrace it.
Whatever you do, start now! In this
profession, not all businesses will
survive. Be more antifragile, and
you’ll thrive – not just survive – in this
fast-changing world.

Gihan Perera is a futurist, conference
speaker, author and consultant who
gives business leaders a glimpse into
what’s ahead and how they can become
fit for the future.

WHAT DOES THIS MEAN
IN PRACTICE?
Of course, it’s one thing to talk the
talk about being antifragile, but
another thing altogether to put it
into practice – especially when you’re
already facing the myriad other
pressures of managing an active
business.
Here are three things you can do to
get started.
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IN THE COMMUNITY

COOL RUNNING

Through the activity of running, The Run Beyond Project is building
a framework of support to improve the confidence of youth in need,
while enabling them to forge new relationships and realise the extent
of their capabilities.
students in need. The project
involves the students participating in
a program that combines theoretical
sessions with practical training
designed to prepare them for a ‘goal
race’ of between 10km and a halfmarathon of 21.1km.

David Hazlewood CFP®

As an avid marathon runner, David
Hazlewood CFP® knows only too
well the importance of working
with coaches and peers to help him
improve his own personal best. It’s
this approach to his own training
regime that saw him identify an
opportunity to help youth in need
through a program called — The Run
Beyond Project.
The organisation was started in
2015 by David Criniti — a teacher at
Chester Hill High School in Sydney’s
western suburbs.
“Back in 2015, I made a decision to
combine two passions of mine —
teaching and running — with five
students from Chester Hill High
School,” says Criniti. “All of these
students were new arrivals who had
entered Australia as refugees from
Afghanistan. They were struggling
to learn a new language in an
environment where they lacked the
support networks that many of their
peers took for granted.

The project is delivered locally by
teachers within their own schools
to students from a range of
backgrounds, including refugee and
indigenous students.
The project centres on the
development of life skills, focusing
on goal-setting, commitment and
resilience. The major emphasis is on
the application of these skills beyond
the completion of the project and
beyond the context of running, in
whatever field of endeavour students
wish to pursue.
“We provide a guided and supported
experience for students, through
which they are challenged and have
the opportunity to apply themselves
to overcoming those challenges to
complete a significant and satisfying
goal. This instills a confidence in their
abilities to apply these skills more
independently beyond the completion
of their ‘goal race’,” says Criniti.

THE PROJECT
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The Run Beyond
Project
GRANT AMOUNT:

$10,000

ENDORSED BY:

David
Hazlewood
CFP®
FPA CHAPTER:

Sydney

Today, the Run Beyond Project is a
free program, implemented across
five schools on a voluntary basis
outside class time. Currently, 26
students participate in the program,
ranging in age from 12-19 years. By the
end of 2018, the project is aims to be
operating in 10 schools with between
55 and 60 student participants.

LOCAL BOY DONE GOOD
Hazlewood grew up in Bankstown,
not far from Chester Hill, so he knew
about the difficulties of growing up
in this low socio-economic area.
“I’ve been aware of The Run Beyond
Project for over 18 months and could
see the benefits of the project, which
included goal-setting, as students
worked towards completing a set
distance running event.”

“I felt running could provide a
framework to build their confidence,
forge new relationships, and realise
the extent of their capabilities.”

The Run Beyond Project is a program
based in high schools, which uses
running as a mechanism to help

GRANT RECIPIENT:

The Run Beyond Project is improving the
self-esteem of students.

Hazlewood believes the objectives of
The Run Beyond Project tied in well
with the Future2 Make the Difference!
Grant guidelines. And the judges
agreed, awarding The Run Beyond
Project a $10,000 grant in 2017.

and apparel for students, their
travel expenses to races, and the
printing costs for the resources and
materials to assist students with
their goal setting, such as training
plans and training diaries.
“It’s a low budget and lean
operation,” Criniti says. “Having
commenced in 2015, the project has
expanded into four schools and is
continuing to develop partnerships
to promote further growth in areas
of high need.

Five schools and 26 students are currently involved in The Run Beyond Project.

However, Hazlewood’s involvement
with the project extends further
than just grant endorser. He is
actively involved with talking to
some of the youth participating in
the project about the importance of
goal setting and money.
“I’ve already met with one group
of kids and I’m looking to become
more involved with the project
by providing participants with an
introduction to money,” he says.
“As these kids come from
disadvantaged backgrounds, it’s an
opportunity to discuss with them
the issues they are having with
money. It’s an interactive project.
I want to show them the importance
of education, of goal setting,
budgeting and saving.”
More broadly, the project is
providing opportunities for students
to engage in the pursuit of healthy,
challenging and rewarding goals.

About The Run
Beyond Project

It provides opportunities for them
to develop skills to overcome the
challenges they face. It provides
them with recognition for their
achievements in doing this and with
a confidence that they can continue
to do this as they are faced with
other challenges going forward.
“The project also provides the
students with a portal into the
running community, which promotes
a healthy, active lifestyle,” Criniti adds.
“It provides students with a sense
of belonging to the project itself,
their school team, and this running
community. In a broader sense, it
raises students’ awareness of the
value of communities in whatever
field they pursue.”

A LEAN OPERATION

“We require $2,000 per school for
shoes, running apparel, curriculum
materials and travel expenses to
races, so the generosity of grants,
like Future2’s, are needed to continue
to help more disadvantaged
students in more schools.”
Through his involvement with The
Run Beyond Project, Hazlewood
is pleased to see the program
successfully foster a culture of
achievement, improved self-esteem
and goal setting for these students,
with their achievements celebrated
within their school.
“This recognition is not only
rewarding for participants, but
provides positive examples to the
broader student body and the
wider community in which they
live,” he says.

The Future2 grant has contributed
towards the project’s ongoing costs
relating to the provision of shoes

The Run Beyond Project
was founded in 2015 when
teacher and marathon
enthusiast, David Criniti
persuaded five of his
Chester Hill High School
students, all from refugee
backgrounds, to train for a
half-marathon.
A program was developed
to ensure that, as the boys
progressed towards their
goal, they acquired some
valuable skills that could
be applied to enable them

to excel in all areas of their
lives, beyond the context
of running.
The Run Beyond Project
soon expanded (and is
continuing to do so) to
include more students in
need, and it aims to use
running as a mechanism
to teach these high school
students about goal setting,
commitment and resilience.
Students commit to a fun
but challenging program
requiring them to complete

theoretical and practical
components, as they
prepare to compete a
goals-based race, ranging
from 10km to a halfmarathon.
Students have interim
commitments along the
course of their journey,
which ensure they are
physically, mentally and
emotionally prepared to
complete their goal, and to
overcome challenges along
the way.
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REMOVAL OF CGT MAIN
RESIDENCE EXEMPTION
FOR NON-RESIDENTS
The Government has released draft
legislation removing the capital gains
tax (CGT) main residence exemption
for foreign residents. If legislated,
foreign residents may be liable
for significantly greater tax when
they sell their former home. Clients
affected may wish to take advantage
of the transitional rules which apply
until 30 June 2019.

BACKGROUND
Under the current CGT provisions,
foreign residents are liable to pay
CGT where they have an interest
in taxable Australian property, e.g.
residential properties.

Yvonne Chu
Colonial First State

This article is worth
0.5 CPD hours

FPA Dimension
Critical Thinking

ASIC Knowledge Area
Taxation

INCLUDES:
•

Main residence exemptions

•

Regaining tax residency
before selling

•

Transitional provisions

•

Deceased estates
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For taxation purposes, under current
legislation, foreign residents are
entitled to the CGT main residence
exemption in the same way as
individuals who are residents of
Australia. That is, they may be able
to disregard some or all of the capital
gains or losses incurred from the
disposal of a residential property that
was their main residence at any stage
throughout the ownership period.

WHAT’S PROPOSED?
Under the proposed changes1,
individuals who are foreign residents
at the time of a CGT event in relation
to a dwelling they own in Australia,
are not entitled to any CGT main
residence exemption. This change
will apply to CGT events that occur
on or after 7:30pm on 9 May 20172,
unless transitional rules apply (see
transitional provisions below).
Consequently, a foreign resident will
be assessed on the full capital gain
or loss that arises from the sale of
their property that may have been
their main residence prior to
moving overseas.
If legislated, this proposal could
result in a significant CGT liability for
individuals who are foreign residents
when they sell their former home.

It is important to bear in mind that
a foreign resident individual is not
eligible for the 50 per cent CGT
discount3 if the dwelling was acquired
after 8 May 2012. For dwellings
acquired prior to 8 May 2012, there
will be a proportioning of the 50 per
cent CGT discount depending on
various factors4.
Case study 1: Main residence
exemption not available
Shane acquired a dwelling on
20 October 2010 for $500,000.
He moved into it immediately and
established it as his main residence.
On 20 August 2017, Shane vacated
the dwelling and moved to London for
new work opportunities. He became a
foreign resident for tax purposes from
that time onwards. Shane rented the
dwelling while overseas.
On 1 October 2020, Shane signs
a contract to sell the property for
$1,000,000, as he has no plans
to move back to Australia in the
foreseeable future. Shane is a foreign
resident for tax purposes at the time.
As Shane is a foreign resident at
the time of the CGT event (the time
of CGT event A1 for the sale of the
dwelling is the time the contract for
sale was signed), he is not entitled
to the main residence exemption in
respect of his ownership interest in
the dwelling.
This is despite the fact that the
dwelling was his main residence for
over six years when he was living
in Australia, as periods where the
property was a main residence are
not recognised if at the time of the
disposal the taxpayer is a foreign
resident. Furthermore, the six-year
absence rule which would otherwise
have applied to treat the dwelling
as his main residence also does
not apply.

LEARN
Shane will not receive any main
residence CGT exemptions, but may
receive a partial 50 per cent discount.

STRATEGY: REGAIN TAX
RESIDENCY WHERE POSSIBLE
BEFORE SELLING
Under the proposed new rules, only
property owners who are foreign
residents at the time of the CGT
event are prohibited from applying
the main residence exemption.
Individuals who have periods of
non-residency during the ownership
period will still qualify for the main
residence exemption if they return to
Australia and regain residency status
for tax purposes before selling.
Case Study 2: Main residence
exemption still available
Caleb purchased an apartment on
1 March 2005, which he moved into
and established as his main residence.
For a five-year period between
2010 and 2015, Caleb was a foreign
resident for tax purposes, as he
worked overseas. While living
overseas, Caleb rented the apartment
out. Caleb then moved back into the
apartment in 2015 when he returned
from overseas and became a resident
for tax purposes.
On 1 October 2020, Caleb signed a
contract to sell the apartment. As
Caleb was an Australian resident
for taxation purposes at the time of
the CGT event, he is entitled to the
full main residence exemption. For
the five-year period that Caleb was
overseas, he was able to treat the
dwelling as his main residence under
the ‘six-year absence’ rule.

TRANSITIONAL PROVISIONS

Case Study 1: Alternative
If Shane (Case Study 1) sells his
former main residence prior to 30
June 2019, he would be able to apply
the main residence exemption under
the transitional provisions and not
have to pay any capital gains tax.

MAIN RESIDENCE EXEMPTION:
DECEASED ESTATE
The removal of the main residence
exemption also applies to deceased
estates. The main residence
exemption does not apply if:
•

•

The deceased person was a
foreign resident at the time of
their death; or
The beneficiary who inherits an
ownership interest in the dwelling
is a foreign resident at the time of
the CGT event.

Deceased was a foreign resident
A beneficiary or trustee of a
deceased estate is not entitled to the
main residence exemption where the
deceased was a foreign resident at
the time of death.

Edward owned his dwelling in
Australia for 15 years, which he lived
in from when he purchased it until he
moved overseas.
Ruby, Edward’s daughter, inherits
the dwelling. Ruby moves into the
dwelling and establishes it as her
main residence immediately. She
continues to reside in it and use it as
her main residence until she sells it
four years later.
The assessable capital gain is
$100,000 after applying the general
50 per cent discount*, but before
applying any other exemptions.
The deceased estate main residence
exemption provisions apply to Ruby’s
sale of the dwelling as follows:
•

The period that Edward owned
the dwelling (15 years) is treated
as non-main residence days; and

•

The period from when Ruby
moved into the property until
she signed the contract for sale
(four years) is treated as main
residence days.

However, resident beneficiaries
continue to be entitled to the main
residence exemption for any period
accrued in their own right.

Therefore, the amount of capital
gain that Ruby has to include in her
assessable income in the year she
disposes of the dwelling is:

For the purposes of the
apportionment calculation, the days
for which the deceased held the
ownership interest in the dwelling are
treated as non-main residence days.

$100,000 x 15/19 = $78,947

Case Study 3: Deceased foreign
resident
Three years prior to his death,
Edward moved to the United States.
At the time of his death, Edward was
a foreign resident for tax purposes.

* As the dwelling was purchased
before 8 May 2012 and Edward had
a period of Australian residency
after that date, there should be an
apportionment of the general 50 per
cent CGT discount.

Continued overleaf

Under transitional provisions, the
amendments to the main residence
exemption do not apply to dwellings
that are held prior to 7:30pm on 9
May 2017, if a CGT event relating to
the dwelling occurs on or before 30
June 2019.
If legislated, this could result in
foreign residents who are unlikely
to re-establish Australian tax
residency, rushing to sell their
former home in Australia prior to
30 June 2019 to qualify for the main
residence exemption.
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FOREIGN RESIDENT
BENEFICIARY INHERITS
MAIN RESIDENCE FROM A
RESIDENT DECEASED PERSON
If the deceased was an Australian
resident for tax purposes at the
time of death, the main residence
exemption accrued by the deceased
for the dwelling continues to be
available to the beneficiary(ies) of the
deceased estate who are bequeathed
the property. This includes the
exemption attributable to:
•

Periods during the deceased’s
lifetime where the dwelling was
their main residence;

•

The period that occurs within
two years of the deceased’s
death; and

•

The period following the
deceased’s death where the
dwelling was the main residence
of an individual who was
the spouse of the deceased
immediately before their death
and/or an individual who had a
right to occupy the dwelling under
the deceased’s will.

However, the beneficiary is denied
any additional component of the
main residence exemption that they
accrued in their own right if they
were a foreign resident at the time
of the CGT event.
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Foreign residents are
required to lodge tax
returns if they have
derived Australian
assessable income,
including assessable
capital gains.

HOW WILL THE ATO
COLLECT TAX FROM
FOREIGN RESIDENTS?
Foreign residents are required to
lodge tax returns if they have derived
Australian assessable income,
including assessable capital gains.
The Commissioner of Taxation has
a number of powers to assist in
the collection of these liabilities,
depending on the circumstances.
Where the taxpayer has other
investments, the Commissioner
may seek a freezing order (Mareva
injunction) against those assets,
which can then be applied to the
taxpayer’s tax liability.

The Commissioner may also issue a
notice under s255 of the ITAA 1936
to a person who is in control of a
foreign resident’s money, requiring
that person to pay the foreign
resident’s tax.
From 1 July 2017, purchasers of
Australian property where the
purchaser has reason to believe
the vendor is a foreign resident, are
required to pay 12.5 per cent of the
purchase price to the Commissioner.
This amount will be withheld from
the payment the purchaser makes to
the vendor5.

Yvonne Chu, Senior Technical Manager,
Colonial First State.

LEARN

QUESTIONS

To answer the following
questions, go to the CPD
tab at moneyandlife.com.
au/professionals
1 If legislated, non-residents will

still be able to take advantage of
the ‘six-year absence rule’ when
disposing of a main residence on
or after 1 July 2019.
a. True.
b. False.

2 Under the proposed changes to
the CGT main residence exemption
for non-residents, which of the
following statements is correct?
a. The proposal only applies to
contracts of sale entered into on
or after 1 July 2018.
b. Capital gains incurred by a nonresident upon selling a former
main residence will be taxed at
Australian resident tax rates.
c. When a non-resident inherits
a main residence of a deceased
person who was an Australian tax
resident, they are not entitled to
the general two-year exemption.
d. If a foreign resident becomes an
Australian tax resident prior to
selling the main residence, they
will be able to utilise the CGT
main residence exemption.

3 Susan purchased a property
in Australia in 2013, which she
lived in for a few years before
moving permanently to the United
Kingdom in 2017. Unfortunately,
Susan died in 2018 while a tax
non-resident. She bequeathed her
property to her son, James, who
is an Australian tax resident. If
the proposed CGT main residence
changes are enacted, which of the
following statements are correct?
a. James will not pay any CGT as
long as he sells the property
within four years of Susan’s
death.
b. James will not pay any CGT as
long as he sells the property
within two years of Susan’s death.
c. James will be liable for full CGT
if he does not move into the
property before selling.
d. James will not pay CGT as long as
he moves into the property for at
least six months before selling.

4 In 2020, Wayne sells his main
residence which he has owned
for seven years. Throughout his
period of ownership, Wayne lived
overseas for five years between
2014 and 2019. Upon returning to
Australia in 2019, he moved back
into the property. Wayne doesn’t
own any other property. The gross
capital gain is $300,000. What is
the amount of taxable capital gain?
a. Nil.
b. $100,000.
c. $200,000.
d. $300,000.

FOOTNOTES
1.

Treasury Laws
Amendment (Reducing
Pressure on Housing
Affordability Measures
No. 2) Bill 2018.

2. 2017 Federal Budget
night where this measure
was first announced.
3. The 50 per cent CGT
discount is not available
to any taxpayer where
the asset is disposed

of within 12 months of
acquisition – s115-40
Income Tax Assessment
Act 1997 (ITAA 1997).
4. Subdivision 115-B, ITAA
1997.
5. Subdivision 14-D,
Schedule 1, Taxation
Administration Act
1953 imposes a nonfinal withholding
obligation on the
purchaser of certain
Australian real property

5 Which of the following correctly
describes the transitional
provisions under the proposed
changes to the CGT main residence
exemption?
a. Changes to the main residence
exemption will not apply to
dwellings held prior to 7.30pm
on 9 May 2016, if a CGT event
relating to the dwelling occurs on
or before 30 June 2018.
b. Changes to the main residence
exemption will not apply to
dwellings held prior to 7.30pm
on 9 May 2017, if a CGT event
relating to the dwelling occurs on
or before 30 June 2019.
c. Changes to the main residence
exemption will not apply to
dwellings held prior to 7.30pm
on 9 May 2017, if a CGT event
relating to the dwelling occurs on
or before 30 June 2018.
d. Changes to the main residence
exemption will not apply to
dwellings held prior to 7.30pm
on 9 May 2016, if a CGT event
relating to the dwelling occurs on
or before 30 June 2020.

FOR MORE CPD
ACCREDITED ARTICLES,
CLICK ON THE CPD TAB AT
MONEYANDLIFE.COM.AU/
PROFESSIONALS

where the property is
acquired from a foreign
resident. Treasury Laws
Amendment (Foreign
Resident Capital Gains
Withholding Payments)
Act 2017 increased the
withholding amount
to 12.5 per cent for
properties with a market
value of $750,000 or
more, for acquisitions on
or after 1 July 2017.
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