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Colin Tate from the chief executive

Lead or get

out of the way

ongratulationsto the

Financial Planning

Association on turning
20last month, celebrated by a
five-city tour featuring technical
workshops andrecognition of the
association's best and brightest.
Moreimportantly, congratulations
onthemassive transformation the
FPA boardhasachieved, andisin
the process of continuing, for the
association's10,000 members.

Iremember asking a former
FPA chief executive whether
he wanted to be morelikethe
Australian Medical Association
(AMA), or the Australian Wheat
Board (AWB).

The AMA is aprofessionalbody
representing the publicinterestin
relation tomedical services. It has
authority to strike off doctors for
malpractice. It setsand manages
educational standards, isthe
medical community's mouthpiece
andis constructively engaged
with government in policy work.

The AWBIis anindustry group
representing wheat growers. Its
key concernistohelp farmers
sellmore wheat domestically and
overseas, to help growers make
more profit and to negotiate bulk
commercial deals.

Both organisations have
relevant and valid placesin our
society, even though they serve
two very different purposes.
Oneisa professional association,
the other anindustry one. With
itsrecent changes, the FPA has
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Thereare
certain
preconditions
that have
tobe met
before any
organisation
can callitself
aprofessional
association

become morelike the AMA.
Having attended the Association
of Financial Advisers (AFA)
national conference at the end
of October, it waslike stepping
backintimel5years. This groupis
clearly the equivalent of the AWB.
They call themselves financial
advisersand tell the public that
they are.Some are, of course.
However, most are solely about
sellingmoreinsurance, which
isfine. WhatI'm sayingis, be
authenticin what and who you are.

Good intentions
RichardKlipin, the chief
executive of the AFA, who
surprised many by quitting last
month, has good intentions and
high hopes of professionalising
itsmembers. ButIsaw little
evidence from the conference
thatitisactually happening. Too
many AFA members are being
draggedkicking and screaming,
especially the old guard, into
the new world of increased
regulation and professionalism.
[havereal concerns about
thereputations of financial
planners - FPA membersand
CFPs who are well educated
and most of whom operate as
holistic planners - being dragged
through the press by those
who call themselves financial
planners, but without the same
commitment to professionalism.
The AFA conference featured
lots of motivational speakers

and sports people (some of whom
only our grandparents would
remember). There was plenty of
talk about professionalism and
the publicinterest, but the agenda
didn't back up that talk.

[understandinsurance
companies wanting tomake a
profit, butitreally alllooked very
1995, Actingin the publicinterest
takes amassive commitment to
being truly professional.

[realise this column won't make
toomany friends but, frankly,
someone has to say it. Let's not
pretend. The public deserves
better. Asarticlesin thisissue of
Professional Planner make clear,
there are certain preconditions
that have to be met before any
organisation can callitself a
professional association, and
therefore before any individual
can call themselves a professional.

If the AFAis arisk-industry
association, there's absolutely
nothing wrong with that. Be proud
ofit.But callit whatitis, andif
that'sthe case, get out of the way
and let a professional association
represent professional financial
planners - those who are seriously
committed, first and foremost, to
the publicinterest.

Colin Tate
colin.tate@conexusfinancial.com.au

Colin Tateis chief executive of Conexus Financial,
publisher of Professional Planner
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cover story

LEADING FROM

THEEFRONT

As the Financial Planning Association of Australia (FPA) marksits 20th

anniversary, chair Matthew Rowe and chief executive Mark Rantall reflect on

the state of the association and the challenges ahead. Simon Hoyle reports.

he corner of the Financial Planning Association (FPA)
boardroom on Sydney's Castlereagh Street is home
toahat stand; and hanging on the standis a black hat
familiar tomany in the financial planning industry.
It belongs - or belonged - to Deen Sanders, the FPA's
former chief professional officer, who departed from the
associationin October.

Sanders has gone, his work on a professional framework
and code of professional practice for financial planning
completed, but hishat remains. It's a symbol of what the
FPA has achievedinits first 20 years, and what it aims to
achievein the next 20, and beyond.

And it will be areminder to the FPA board that whatever
else the FPA stands for, it must be built on the concept and
philosophy of true professionalism.

Matthew Rowe, managing director of the Adelaide-based
group Hood Sweeney, made history recently by becoming
the first person appointed tolead the board for a second
term. With two years under his belt, and two to go, Rowe
reflects on the current state of play for the FPA and its
estimated 10,000 members. He says the association today
ismaterially different from the entity that sprang forth
from the merger in 1992 of the International Association
for Financial Planning (IAFP) and the Australian Society of
Investment and Financial Advisers (ASIFA).

“I'think the first thing is, well, we are a professional body,
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and we have the proof points. We have moved from being
anindustry association to being a professional body. Some
people may not understand the gravity of that, but itis
significant,” Rowe says.

“Tomy mind some of the important steps we've made
around that were in 2004 [when] we launched our code of
practice, and also our guide onremuneration.Ithink that's
animportantlinein the sand.

“Before that,in 1995, we had our first complaints
resolution scheme.

“People do not understand enough around the process
of a professional body dealing with a complaint. The FPA
now employslawyers, former police, in terms of our
investigations team. The chair of our Conduct Review
Commission [CRC]is an independent appointment and our
current chair is Professor Dimity Kingsford-Smith — she'sa
Professor of Law at the University of NSW. With that come
certain elements of transparency, independence and due
process — and gravitas. Other panel members are very well
regarded and experienced practitioners; and also June
Smith, another member of the CRC panel.”

Rowe says dealing with public complaintsis pivotal to
acting in the publicinterest. He says thatin the past12
months alone, the FPA has “investigated 80 complaints
against our members".

“We publish thoserecordsin our annualreport. We're
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very transparent around that - wename names," he says.

"If you're going toreally talk about professional
frameworks, youneed to talk about the mechanisms that
youhave and theinfrastructure that sitsbehind that.”

Rowe says other pivotal momentsinclude the release of
aremuneration policyin 2009 - "a very courageous step,
then, around the banning of commissions oninvestments
and superannuation, and conflicted remuneration”.

Professional practitioners

Andin 2011, 94 per cent of FPA members voted in favour
of changing its structure to include only professional
practitioners.

“At that point, our members announced to the world that
we are a professional body, acting in the publicinterest,
and our members - our voting members - can only be
professional practitioners,' he says.

“But there was19 yearsleading to that event, so
ifIlook back, no one event or one person hasbeen
transformational.

"We must give credit where credit is due, and it hasbeen
ajourney for us. We're 20 years young; other professions
have got decades on us.But if youlook at how we have
adapted and changed, [we've] shown leadership at many
times during our history.”

Now, the financial planning industry stands at another
threshold: thelooming “hard" start of the Future of
Financial Advice (FOFA) reforms. FoFA, among its other
reforms, attacks the often cosy links between financial
planners and product manufacturers - once the source of
some of the most debilitating financial planning conflicts
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and the ones who oftenregard planners aslittle more than
"distribution” for product.

The FPA'srelationship with Australia's largest financial
institutionshas matured considerably in two decades.
Since 2011, institutions have been barred as members; all
members are now professional practitioners.

Rowe says the future of financial planning remains
inextricably bound up with theinstitutions that, after
all, ownlicensees that count among their authorised
representatives an estimated 85 per cent of all financial
planners.But Roweis sanguine.

Industry leaders

“There are anumber [of individuals] who I consider to be
leaders, who are working for large organisations, and who
gettheideathat bylifting standards and having their
advisersbecome professionals, and making sure that they
canactintheir clients'bestinterests...it's good business,"
Rowe says.

"They can seeit. You can see some that have changed
remuneration practice, andit's good business. So the
commercial driversline up.

“The FPAislicensee- and employer-agnostic. Our
membershipis practitioners.Idonot careif they're
employed by anindustry super fund, AMP, their own
boutique, abank -Idonot care. They are a professional
colleague and a professional practitioner.”

Rowe saysit is "not our job to judge business models”.

“Butinterms of the future, we understand that licensees,
whether they areinstitutionslarge, medium or small,
have aroleto play inbringing on the next generation of



planners," he says.

“And therefore they'reresponsible, along with us, for
education, training and development, and making sure that
ethicalframeworkis embodied in what they do."

Rowe acknowledges that the FPA's communication and
engagement withmembershasn't alwaysbeen as good
asitshould havebeen,and hasn't been as good as other
associations'.

“There are always things we canimprove upon. But the
one thingljust cannot do as aleader in my professional
bodyistotell people the things they want to hear, not
the things they have to hear or need to hear. That's not
leadership.Idon't know what it is, but it's not leadership.”

Responding favourably

Rowe says there's growing evidence - ""proof points", to use
aterm popular within FPA ranks - that the association's
messageisbeing heard by financial planners, and that
they'reresponding favourably.

“Traditionally with our member renewal cycle, not alot
renew before the end of June, and we'd chase people into
December and January," he says.

“Thatisproblematicin managing cash flowinan
organisation. We had almost 100 per cent renewal by the
end of June this year. It was just unbelievable. And we had
600 new membersjoin. Two hundred professional practices
renewed. All of our professional partnershaverenewed. At
no other point sinceI've been on the board have we been
categorically able to know what our membership revenue
isgoing tobe for thenext12 months, by this time."

Asthemembership of the association grows, and support
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“There go my people; | must find out where they are going so |
canlead them.”

Alexandre-Auguste Ledru-Rollin,to whom the above quoteis attributed,
was aFrenchlawyer and politician bornin 1807. The quote neatly summarises,
insomerespects, the challenges that have been encounteredin developing
financial planning as a profession.

It takes strongleadership to move any group of people from one place
toanother, particularly if thereis disagreement or resistance among those
people to moving at all.

Strong leadershipis never universally popular. It creates dislocation for
many people, and it makes others angry. That is understandable — change
is confronting, and it takes a certain type of person to listen to fundamental
criticism and then, rather than fighting to maintain the status quo, decide to
use the criticism constructively.

InFebruary 2008, Professional Planner reported alandmark speech given
by the Financial Planning Association's (FPA's) then-CEO, Jo-Anne Bloch, to
the FPA's 2007 national conferencein Sydney.

Under the headline "Which direction home?" we reported Bloch saying
that the election of the Rudd Labor government just a few days earlier would
herald major changes for the financial
planning industry. Financial services,
and financial planning in particular,
were already attracting the scrutiny of
regulators, and change was coming.

How right Bloch was, but perhaps not
for the reasons she thought. Whatever changes might have then been afoot
were accelerated by the global financial crisis (GFC) to a pace no one could
have predicted.

Steering abody representing thousands of individuals through rapid,
fundamental and at times unpopular change has required true leadership by
those menand women who have led, staffed and served the FPA.

It takes a peculiar but collective willingness to be unpopular and to face up
to some unpalatable truths, whennecessary. It means stepping back from
the day-to-day noise of business to develop a coherent, long-term goaland a
strategy to achieve that goal.

It means articulating, fighting for and defending the direction the leadership
wants to move the association and its members — convincing by sheer force
of argument that self-interest must be put to one side for the greater good, of
both the fledgling profession and the publicinterest.

Inthe same way as the best interests of clients can be served by
encouraging them to take a course of action that may move them well outside
their comfort zone, so can aresponsible leadership serve thelonger-term
good of its members by taking them to places they may initially be reluctant
togo.

A good financial planner knows how to play thelong game for the ultimate
betterment of clients - true leadership means taking along-term view and
plotting a strategy that will ultimately leave the association's membersin
abetter position thanif they merely preserved the status quo, however
attractive the status quo might seemin the short term.

Professional Planneris, has been and always willbe agnostic whenit comes
to the question of professional associations. We do not believe that there
necessarily should be only one; but we willhold to account any organisation
that wants to callitself a professional association. It must be properly
constituted, properly structured, properly positioned and be ina position to
effectively monitor and police its own members.

No existing organisation yet fulfils every one of those criteria.

But the dooris open.

Strong leadership
is never universally
popular

PROFESSIONAL PLANNER




BERNIE RIPOLL

CELEBRATING 20 YEARS OF THE
FINANCIAL PLANNING ASSOCIATION

Forty years ago salesmen would walk the suburbs of
Australia, going from door to door selling life insurance.

From small beginnings, it was the birth of an
industry that today, in 2012, has $1.4 trillionin funds
under management via superannuation savings and
aplethora of sophisticated and complex offerings of
financial services. Thirty years ago saw the visionary
deregulation of banking and financial markets, followed
by theintroduction of the Superannuation Guarantee.

And 20 years ago began the work of the Financial
Planning Association (FPA), to service a growing and
vibrant sector helping to shape the future of Australia's
placeina globaleconomy.

The work of the FPA has been critically important
onmany issues, particularly through the turmoil of
the global financial crisis (GFC) when advisers played
animportant role in stabilising the sector and giving
confidence to consumers.

Inthe aftermath of the GFC, the Parliamentary Joint
Committee on Corporations and Financial Services
conducted aninquiry into the collapse of Storm Financial
that led to the reforms through the Future of Financial
Advice (FoFA); and as chair of that committee at the
time, lacknowledge the diligent and far-reaching work
of the FPA.

Inthis respect | want to pay tribute to the FPA and
its membership for undertaking the difficult transition
over the past 20 years to modernise, professionalise
and reform this wonderful sector and, like the Australian
government, meet the challenge of the future.

Therole of the FPA remains clear: to continueiits
stewardship of the financial services sector as we meet
the challenges of an ageing population - a greater need
to give ordinary people financialindependence in their
retirement and provide the confidence consumers are
seeking from their advisers and funds.

Congratulations for your great work in the past 20
years, characterised by so many achievements, and|
know you will lead the financial services sector to meet
the challenges of the next 20 years and beyond.

The Hon Bernie Ripoll MP is the Assistant Treasurer, and a former
chair of the Parliamentary Joint Committee (PJC) on Corporations and
Financial Services.
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for the association's agenda solidifies, Rowe has his sights
set firmly on aseries of goals for the next two years.
Hesaystheassociationis keen tohaveits code
of professional practice approved by the Australian
Securities and Investments Commission (ASIC), and
for the term "financial planner” tobe enshrinedin the
Corporations Act, so that it can begin to promote financial
planning as “a profession, and have clear air around that, as
distinct from product advisers or product salespeople”.
“Iwouldlike to have the education council that we
started two years ago making sure that therearel7
universitiesin this country offering degreesin financial
planning or aBachelor of Commerce with a financial
planning major," he says.

National curriculum

At the time of writing the FPA had just launched anational
accreditation and curriculum framework for university
financial planning degrees, setting out criteria that
exceed theregulatory requirements for financial planning
education courses.

“I'dlike to have 2000 student members - the kids that
are coming through that represent our future..because
they do want tobe something more than themselves,”
Rowe says.

“They're not wrapped up in our history [like] when1
started, when my Dad started; it'snot around the sales
process. The advice and the strategy and the technical skill
set that sitsbehind the advice always come first.

"Tome, if we can educate financial planners around that
notion, that's pretty important tome.If I can achieve those
thingsinthe next two years, that'spretty good.” m
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Q&A:MARKRANTALL, CHIEF EXECUTIVE
OFFICER, FINANCIAL PLANNING
ASSOCIATION OF AUSTRALIA (FPA)

How is the FPA materially different today from the
association that sprang forth from the mergerin1992?
Structurally, it's quite different, clearly. Back then we had
4500 members; today we've got over 10,000. Back then we
were heavily involved in undergraduate education; now our
prime mover is postgraduate professional certification.

Whilst thelong-term vision was always to advance financial
planning as a profession, the FPA today has the constitutional
structure and the professional framework, certification and
infrastructure to execute on the objective of evolving financial
planning into auniversally respected profession.

There are alot of people who talk about a profession and
therearealot of organisations that talk about a profession,
but [becoming a profession]is not something that you bestow
upon yourself; it's something where firstly youhave tohave
theproof points that youhave theinfrastructurein placeto
deliver on [being a] profession.

That includesindependence, professional structure and
ethicsand standards;itincludes education both through
certification and a commitment to ongoing education. I think
theFPA asit stands today has all of the component parts
inplace to deliver that and execute on what "“professional”
actually means.

How does the FPA differ, in structure and in philosophy,
from other organisations and associations that also
represent financial planners?

The FPA hasastructure that has only financial planning
practitioner professionals as voting members. This was
executedin 2011 through a change to the constitution. It
hasaglobally recognised certification programin the CFP
[Certified Financial Planner] program that requires degree
entry, five years of study at amaster's level and three years
supervised experience, whichis the equivalent of many
accepted professions.It also sits as part of a global network
of CFP professionals that now numbers 140,000 around the
world, consisting of over 24 affiliated countries.

Australia per capitarepresents thelargest population
of CFP professionalsin those affiliated countries. We have
over 5500. We'veincreased our CFP intake by 65 per cent,
whichis very pleasing.

The FPA has a professional framework, including
professional standards, practice and ethics, that has as
itsbedrock arequirement to actin the publicinterest and
put clients'interests ahead of any others'. Ithink there's
asignificant difference in what the FPA does compared to
what other industry-type associations do.

As CEO, what are you proudest of that the FPA has achieved

-both on your watch, and prior to that.

Wedo allstand on the shoulders of others. All of the

achievements through the FPA history havereally

combined tojoin the dots to get us to where we are today:.
Without CFP certification at the standard that we have

lamona
crusade to
accelerate
towards being
recognised as
arespected
profession.
That's

what I'm
passionate
about

it, without a globally recognised professional framework
thatisbuilt tolast, and without a constitution thatis free
fromany real or perceived conflicts, we would not be able to
claim the position of a profession for financial planners that
we do today. Idonotlook to myself as providing any single
achievement;Ilook to myself as a piece in the puzzle that
hasled ustoacomplete picture of where we find ourselvesin
today's professionallandscape.

Frommy point of view,Iam on a crusade to accelerate
towardsbeing recognised as arespected profession. That's
what I'm passionate about.

After 30 yearsintheindustry, having seen financial
planning evolve over that time and having seen the best
of what financial planning can deliver, and sometimes the
worst,Idon't think thereis any other solution or viable future
other thanto evolveinto aprofession, and everything that
means.

Part of a professionis around financial planner behaviour,
and the proof point of when we'vereached that end of the
professional journey —if thereis such a thing —is that the
publicbestows that privilege on us.

What can the FPA do better?

The FPAisreally focused on member engagement.Ithink
we canbetter outline the “professional dividend" of being
amember of the FPA and what being a CFP professional
actually means.

We've conducted somerecentresearch in conjunction
with Investment Trends and Comparator Business
Benchmarking that shows that CFP professionals earn
up to $35,000 more than other financial planners. They
havehigher ethicalreasoning, as outlined by Dr June
Smithinherresearch. They providelessrisk to consumers,
as evidenced by representing only 2 per cent of ASIC
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BILL SHORTEN

CELEBRATING 20 YEARS OF THE
FINANCIAL PLANNING ASSOCIATION

I believe financial planners are professionals dedicated to
improving the wealth of working Australians.

The Gillard government are strong supporters of
financial planning and want to see more Australians
confidently access financial advice. The Future of
Financial Advice (FoFA) reforms - which remove
conflicts of interest, restore trust and confidence, and
improve the quality and availability of financial advice -
represent amajor growth strategy for theindustry.

These reforms create a strong foundation for
providing good quality, affordable financial advice. It is
especially important for people to seek advice, given our
growing retiring population, compulsory superannuation
and the associated wealth to be prudently managed.

Through measures such as FoFA, Stronger Super,
andincreasing the Superannuation Guarantee from 9 to
12 per cent, the governmentis working to ensure that
millions of Australians can achieve a better standard of
living inretirement.

FoFA facilitates anincreasing level of professionalism
inthe financial servicesindustry and creates amore
competitive, client-focused market for financial
products and advice. For example, the ban on
commissions will drive areductionin product fees as
providers wind down commissions and advisers search
for the best deal for their customers.

Increased trust and confidencein the industry, lower
fees andincreased demand for advice all contribute to
theindustry's strong growth prospects.

| appreciate thereis alot of work happening to
implement FoFA and commend the industry's efforts. |
want to congratulate the Financial Planning Association
forits strong leadership, particularly in driving greater
professionalismin theindustry.|am confident that the
futureis full of big and exciting opportunities.

The Hon Bill Shorten MP is Minister for Financial Services
and Superannuation.
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individual enforceable actions whilst representing 35 per
cent of the financial planner population.

AndInvestment Trends'research states that 78 per cent
of licensees say that CFPsreduce their compliancerisks.
So CFP professionals are more employable, they earn more,
are sought out by consumers and build better long-term
relationships with clients.Idon't think we've adequately
conveyed that message as well as we could.

What do you think the growing popularity of other
associations suggests about the FPA's success to datein
engaging with the broad financial planning community?
Ican't comment on other associations or the substance
behind their claims - Iwilllet others judge that.

WhatIcansayisthat wehave taken on over 600 new
membersinthelast12 months and CFP enrolments are up
by 65 per cent.

If thereisany hope for theindustry,itis that financial
planning evolvesinto arespected profession.

Todo that there are certain things youneed to do. You
have to have certification. You have to sign up to ongoing
education; youhave to protect clients; you have to put
clients'interests ahead of anybody else.If all that is done,
it's got to be great for consumers, it's got tobe great for
financial planners - because they end up with more clients
—andit's got tobe good for the industry, becauseit's got a
healthy future.

We are clear about our value proposition - our
unwavering commitment is to ensure financial planning
does evolveinto arespected profession.lask the question:
What elseis there? Telling people what they want to hear is
not the way to grow our industry and evolve our profession.
What we're about is talking about what weneed to do, and
what we're aboutis actionsrather than words.

What do you say to planners who claim the FPA has “hung
them out to dry” on the FoFA reforms?

I'mnot convinced that is the case. There's a lot of noise out
there. The vast, silent majority that we hear fromare very
supportive of what we've done.

And we're getting to the pointy end of the proof of that:
we've delivered on our code reconstruction; we've got that
out for consultation.

No one else was sitting at the table; we were the only
organisation that was sitting at the table negotiating
the best possible outcomes we could. And given that
the government has got all of their legislation through,
that was the best possible outcome we could hope for, to
negotiate the concessions that we did.

Atthe end of the day our industry faced a much bigger,
starker choice: did we want a viable future financial
planning profession or not? For every planner who may
harbour cynicism about the course of events around FoFA,
Iwould say at least five more have stepped forward to
support the outcomes they havereceived from the FPA's
representation of their interests.

In other words, we do have a viable and competitive
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professional environment where the clients'interests are
placed first. We do have the opportunity to entrench the
positive good of financial planning in our community, for
planners themselves and their clients. Clients seek out
CFP professionals more than any other financial planner.
Employers seek out and pay more for CFP professionals;
and CFP professionals on average earn more.

We have gained significant concessions on the FoFA
reforms. Some of those reforms were more simplified
disclosure and ensuring reforms were not retrospective
where possible; approved codes to obviate optin;and a
chance to enshrine the term financial planner/adviser; and
specifically enabling scaled advice under the best interests
duty,toname afew.

Change wasinevitable andis the one constantinlife.
Given that this government has been able to get passed all
of its legislation to date, the best that the FPA could do was
to gain concessions, and it did.

Let'salsobe clear that theheart of the FoFA reforms,
beingremoval of conflicted remuneration and best interest,
the FPA supportsin principle. What we debated was the
detail. My fear is for those who advocate [the approach of],
leave me alone,Idon't want to change. What is their future?

How do you feel about being a financial planner today
compared to how you felt about being a financial planner 20
years ago?
I'd classify it in two words. Twenty years ago, I felt
‘embryonic’. Today I feel ‘evolving.

Sowhat doImeanby that? WhenIstartedin theindustry

I have had
bad financial
planning
experiences
myself,
personally, so
lunderstand
what that
feelslike

asitwas30yearsagonow,therolelhad thenwasa
teaching role. We were educating those people who wanted
to getinvolvedin financial planning how to do that, what

to do.Iwas working for the Sealcorp group back then. We
would take somebody with zero experience in this field...
and we would train them up, in terms of technically how
they'd be able to provide financial planning advice, and also
provide the tools to do that, such as software and research,
asveryrudimentary asit wasback then.

Today financial planningis absolutely cemented in
the Australianlandscape and the globallandscape asa
discipline. Thereisno doubt that it is different from other
things that other people do, and thereis alot of knowledge
and information and sophistication surrounding the
financial planning process.

Itis clear that financial planning was anindustry and
more sales-orientated, 30 years ago, whereas today the key
driver is that they desperately want toberecognised as
respected professionals.

Todo that, the bedrock is putting clients'interests first
and actingin the publicinterest, and having faith that when
youdo that you'll be able to grow your business, because
that's what clients arereally looking for — an advocate that
sits on their side, that they can trust; and they know they're
going to get the best advice possible that's in their interests,
notinsomebody else's.

Through that timelhave had bad financial planning
experiences myself, personally, solunderstand what
that feelslike, and I have had great financial planning
experiences as well,andIalso know what that feelslike. m
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