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No matterhow you spinit, there's somethincseriouslysmellyaboutanindustrythat surviveson kickbacksand commission. Claiming you act for
your client, butgettingpaid by peoplewho wantyou to flog productsto thatclient, is the sortof behaviouithatis rightly seenascorrupi. And so it
shouldbein financial plannin¢.

Fortoolona theremnant<of the old life insuranceindustryhavetold investorsit's OK for their adviserto bepaid by fund manaaet, marainlenders,
tax schemepromotersandanyoneelsewith afinancial producttheywantpushet. Golly aee, you can havethis advicefree. And becausel've disclosed
the paymentin this 96-pagedocumer, the wholearrangemenis ethicalandaboveboar«. And was thata pig we just sawflying by?

It is long overdut. The Financial ServicesMinister, ChrisBowen, hastakenthelily -livered recommendationof the Ripoll inquiry into the collapseof
StormFinancialand comeup with turbc-chargedreformsthatwill addresssomeof the worstconflicts of interes.

From 201Z, adviserswill be bannecfrom receivinacommissionsfrom promotersof financialproduct:. The industrvhadalreadyannounceits own
plansto phaseoutsuchpayment. But the governmenalsointendsto baninsidiouscommissionsin disquisesuchas volumerebatesandbonuse, and
the practiceof recommendinclients borrowto inves;, then charginga percentagfee onthetotal valueof their investment.s

Adviserswill haveto neqotiatetransparenfeesandsendclients anannualrenewalnoticediving a choiceaboutongoinapayment. If theyareno
lonaeraettingadvice, or areunhappywith the service, theycanturn off the feetay - in contrastto manycurrentarrangementwhereannualffees, often
ongoingor "trail" commission, can continueindefinitely.

Themeasurewon't addresall conflicts, but combinedwith theintroductionof a duty for advisersto actin their clients' bestinterest, andenhanced
policingpowersfor the Australian Securitiesand Investments<Commissiol, theyshouldweedoutthe worstexcesse. Thefact theindustryhasalmost
uniformly welcomedthe reformsspeaksvolumesaboutthe damagedoneto financial planner! reputationssince the collapseof Storn, Westpoin,
Timbercorpanda long list of other:.

Not all plannersrecommendetheseinvestment, but all havebeentarredby the kickback brust.

Makeno mistake. Someof theinitiatives in the Bowenplan will seriouslydisruptthe cosy nexusbetweerplannersand productprovidersandwill be
stronglyresistedduringthe "industryconsultation” to come.

While plannershave beenmovingawayfrom overt commission, theresearctcompanylnvestmenTrendsreportsplannerson averagestill derive 56
percentof theirrevenuefrom upfrontandtrailing commission. Onearour, the Associationof Financial Advisers, hasalreadydeemecthe proposed
bar "disempowermenof the individual" - thoughit standsalonein notconcedinccommissionsarea lost caus..!

Areaswheretheindustryis likely to belessaccommodatinincludethe murkier areaof "volume-base” incentivesandrebateswhereplanners
directinalargervolumesof busines<o a particularproductreceiveadditionalbenefit, andthe needfor advicearranaementto berenewedannually -
bothof which threatereasyincomefor planner. Bowenhasalsoflaageda crackdownon "soft-dollar* paymentsandcommission:on life insurance
policies - thoughthesehavenot beenincludedin thereform packag.:

The Investmentand FinancialServicesAssociatior, in welcomingthe reforms, saidit would work with the governmento ensurenewmeasure "do
not putfinancial adviceout of the reachof all Australian:".

Thisis ablatantplayto the old araumentthatcommissionsandlike paymentsmakeadviceaffordablefor lowerincome earnerswho couldnot stump
up, say, $300( or $400( for a comprehensivretirementplan.

But Bowen hasa plan therg, toc.
He wantssuperfundsto provide simplefinancial adviceon retirementplannin¢, superannuatioand Centrelinkpayment.;

Easinathe advicerequirementsgor thoseneedinalesscomplexfinancialhelp, and makingadvicetax-deductibl, couldalsomakeadvicemore
affordable - thoughthis is not includedin the plan.

Poll: Will thesefinancialreformsseeanimprovemenin theadviceofferedto investor:?

Poll form
Yes

No
Vote | View results

Yes

60%

No

40%

Total votes: 858.

Would you like to vote?

You will needCookiesenablecto useour Voting Featur:.:
Poll closesin 11 hours.

Disclaime:
Thesepolls arenot scientificandreflectthe opinion only of visitorswho havechoserto participatt.
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»| workedas a Financial Plannerfor nine year:. | workedin onedealershirthat receivedmostof itsincomefrom onesource. It provideda 'wrap'
servicethat the dealergroup hasre-labellec. It is probablythe mostexpensivin Australia andmore than half the Administrationfeesthe client pays
aa backto the dealergrour. Thereare a lot of accountantsusingthiswrap service. Dueto the paymentsthe Adviserdoesnothaveto payany
dealershipfeet. Thatonesourcehas costsof approximatel 0.15% butthe clientis paving approximatel 0.9% with the sourceanddealer group
splitting the differenc.. Thisis outrageousprofiteering. | workedin anotherdealer group wherethe clientswerepaying approximatel 0.7% in
Administratior feesfor a wrap accountanc 0.2% wasbeing paid backto the dealer group with no disclosureto the clients. | think that by thetime
theclientis payinc 1% to the Financial Plannel, 1% to the Fund Managersand closeto anothe 1% to Administrator/Dealer Groups, there's
insufficientreturn to justify the investmer. Thereare alternativesout therethat are lower cosi. Thereare somegoodFinancial Adviser. | would
recommen@nyoneto only deal with someonewhocan call themselve 'Independer'. Thisterm has beenrequlatedand generally meanspaying by
the hour fees. During my time in theindustryl workedwith (at leas) 4 psychopathof the white collar type. Thesepeoplehad absolutelynoregard
for the clientor the rules. Unfortunatelythe financeindustrywill attractthesetypesof conmendueto the rewardsavailable. Additionalregulationto
rid the industryof the opportunityfor supernormalprofitsis needecso the investmentcan beworthwhile for the investo.«
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