PROFESSIONALISM: FREEDOM,

CERTAINTY, INDEPENDENCE

AND UNQUALIFIED TRUST

Robert MC Brown says thereis a growing body of
advisers providing services free from the conflicts
of the past, and others could learn from them.

fever weneeded solid evidence that the financial planning

industry hasalot more work to do before it canreasonably call
itself a true profession, we need gono further than the ABC's Four
Cornersprogram of March 4, 2013. The program presented alitany of
shameful scams and financial disastersin the Australian managed
investment scheme sector. It seems that many of these schemes
andrelated products were sold by highly qualified financial
advisers,including practising accountants, inreturn for handsome
commissions and other incentives.

Inresponse, some financial servicesindustryleaders have
sought to deflect criticism by suggesting that the examples
presentedin the program were simply the actions of afew bad
apples operating at the margin. The unfortunatereality, however,
isthat the directors, promoters and sales people involved in many
of these schemes werenot marginal and shadowy figures of the
nature of Nigerian email scam criminals. Rather uncomfortably,
theyincluded well-known and longstanding participantsin the
Australian financial servicesindustry,including members of the
accounting,legal and other allegedly respectable occupations.

Fortunately for the financial planning industry, the Four Corners
program wasn'tlong enough to delve into the scandalous activities
of advisers, particularly practising accountants, who sold failed
agribusiness tax schemes (proudly promoted at official accounting
profession conferences) inreturn for commissions and fees of
atleast 10 per cent. That'snot to mention the many advisers who
evennow continue to earn or shareinlifeinsurance commissions
of more than 100 per cent (with volume bonuses) and a growing
number of advisers who enthusiastically sellmortgages and real
estate, particularly to unsuspecting trustees of heavily geared (and
accordingly risky) self-managed superannuation funds, inreturn
for commissions fromlenders, developers andreal estate agents.
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THE PROFESSION

Unfortunately for consumers, the
well-intentioned Future of Financial
Advicelegislation (FoFA) is unlikely to
substantially improve this situation, at
leastinthe shortrun, mainly because
itisfull of political compromises,
inconsistencies and workaround solutions
through which the proverbial “fleet of
trucks" willbe driven by some advisers.

Of course, as with all political processes
inademocracy,it wasnever arealistic
expectation to believe that FoFA would
complete thenecessaryreformsin the
financial planning industry to establish
asimple and consistent unconflicted
structure thatis appropriate for a true
profession. The Financial Services Reform
Actofthe1990s suffered from the same
fate due tointense industrylobbying to
diluteits objectives.

However,my hope has alwaysbeen
that leaders of the aspiring profession
of financial planning would guide its
participantsin a sometimes-difficult
journey of self-regulation and genuine
reform, building on the minimum standards
established by thelaw.Indeed, itis our
willingness toundertake such ajourney
that distinguishes a true profession from
anindustrylobby group, which simply
follows and defends the often conflicting
commercialinterests of its noisiest and
most powerful members.

Therefore, what has been for some
plannersatiresome, annoying, costly
andrepetitive debate since FoFA was
first proposed some three years ago, has
presented for others a positive opportunity
to examine exactly what it meanstobea
member of a true profession. Asaresult,
thereisnow a growingbody of planners
who are profitably offering their services
without theremuneration conflicts that
continue to beset and hold back therest
of theindustry from achieving genuine
professional status.

These plannershave gained a previously
unknown sense of freedom, certainty,
independence, unqualified client trust
and professional satisfaction which their
colleaguesintherest of theindustry - who
are unwilling to take the journey - can only
observe with considerableenvy. m
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