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 Student Resource 21.1
Reading: Ethical Principles
Most financial planners belong to one or more professional organizations. These organizations provide support, guidance, and a chance for financial planners to meet regularly and learn about new concepts in financial planning. One role of professional organizations is to provide ethical principles to help guide the field, protect the profession of financial planning, and to provide assistance to financial planners who may be facing complex ethical decisions.
The nine ethical principles below are taken from the Registered Financial Planners Institute, one of the major financial planning organizations.
A financial planner will only financial plan in their field of expertise and maintain the interest of the client first.
A financial planner should maintain competency of practice by continuous education, training, study and expertise.
A financial planner is discouraged from making any misleading, false or unwarranted statements to a client or prospective client.
A financial planner establishes personal responsibility for knowledge of the laws and regulations of the field in which their work for remunerations is involved.
A financial planner will not accept and complete a financial planning assignment without having acquired the knowledge to complete such assignments competently, unless the planner is associated with such person who has knowledge, or discloses the lack of knowledge to the client prior to accepting the assignment.
A financial planner must disclose to the client the possibility of receiving compensation from sources other than the client if work is being performed on a fee basis, and the client acts upon your recommendation.
A financial planner should report anyone who represents themselves as a member of the Institute fraudulently.
A financial planner must not discriminate between race, creed or color for prospective client desiring the services of a member.
A financial planner shall comply with any other code of ethics or laws as set forth by their particular state and profession.

Student Resource 21.2
Vignette: Ethics in Practice
Directions: Ethical principles come into practice every day for financial planners. They must constantly make ethical decisions. Some decisions are clear-cut and easy to make, while some are complex.
For this activity, use your creativity to write a short vignette about a financial planner dealing with an ethical dilemma based on one ethical principle from Student Resource 21.1 that you worked on in class. Describe the dilemma and show how it worked out in the case of your imaginary planner. 
There’s a catch, though! You must write the story on one side of a 5" x 8" index card. On the back side of the card, write the number of the ethical principle on which it is based.

Here’s an example:
On the front of the card:
Joanna is a financial planner at a financial firm in Philadelphia that also provides stockbroker services. Each time one of her clients opens an account with a broker, Joanna gets a small commission. Today Joanna is helping a 45-year-old woman named Gladys to plan for her retirement. She is recommending that Gladys open up a mutual fund. When Gladys asks if Joanna’s firm could help her open a mutual fund, Joanna says yes, but she also explains that she gets a commission on each account opened and that many other firms provide similar services.

On the back of the card:
Guideline #9


 Student Resource 21.3
Scenarios Activity: Making Ethical Decisions
Student Name:_______________________________________________ Date:___________
Directions: Now that you know more about making tough ethical decisions, here is a chance for you to practice your ethical decision-making skills.
Read each of the scenarios below and under each write down what your ethical decision would be. Sometimes there are ways to make ethical decisions and still meet the client’s needs. Be sure to explain your reasoning for each decision you make, citing the appropriate principle from Student Resource 21.1 when possible. Carefully read through the entire resource, paying particular attention to the assessment criteria, before beginning the assignment.
Make sure your assignment meets or exceeds the following assessment criteria:
The ethical decisions are grounded in sound judgment and are consistent with the code of ethics that you studied. 
The decision is accurately based on one of the ethical principles from Student Resource 21.1.
Each ethical decision is supported by a clear and coherent explanation of why it was made.
An ethical decision is made for each of the scenarios.
The writing is neat and legible and uses proper spelling, grammar, and punctuation.

Client 1:
Today is the first visit from a new client you have wanted to work with for a long time. She is a wealthy older woman with a number of complex investment strategies. She seems like she will be a very good customer! Your first meeting is going well, but then she asks you for advice on a complex tax question, and you aren’t sure you’re able to answer correctly. Somehow, you feel that your reputation as an expert is riding on your ability to give her a clear and correct answer. What do you do?













Client 2:
One of your first clients is here for you to help him with his tax forms. Because you have been working with him for many years, you have an idea of his income and his expenses, so when you see the information that he’s entered on his tax forms, you can tell right away that it is not accurate. You think it must be a mistake, so you point it out, but your client just winks and says, “Don’t worry, the IRS will never find out.” Since you are preparing his taxes, you don’t feel comfortable with what he’s doing, but he is one of your most faithful clients. What do you do?












Client 3:
One of your clients has recommended you to a wealthy young entrepreneur, and she has come to your office for an initial meeting. As you go over her risk management needs, you find out that she doesn’t have life insurance coverage. This new client is married but has no children, so she probably doesn’t need coverage for more than $500,000. If you help sell a $1 million or more insurance policy, you get a hefty commission from the insurance agent who works with your company. The client says money is no object, that life insurance is important to her, and she asks if you think that a $2 million insurance policy is enough. What do you do?
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