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Introduction
Welcome to Practicing Ethics: Applying CFP Board's Standards of Professional Conduct. This
program has been accepted by CFP Board for two Ethics CE credits and is approximately 120
minutes in length. The content of the course is geared toward planners in all career stages.
This course focuses on CFP Board's Code of Ethics and Professional Responsibilities and its sensible
applications in our daily practices. With thought provoking cases provided by CFP Board and our
members, it explores the crucial role of a fiduciary standard and its impact on the public, the
practitioner and the profession as we move forward.
The materials you will receive for this program include:
- Participant Guide
- Certificate of Completion

4

Sponsored by

Practicing Ethics:
Applying CFP Board's
Standards of Professional Conduct

1

Disclaimer
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• The Financial Planning Association is the owner of
trademark, service mark and collective membership
mark rights in: FPA, FPA/Logo and FINANCIAL PLANNING
ASSOCIATION. The marks may not be used without
written permission from the Financial Planning
Association.
• CFP®, CERTIFIED FINANCIAL PLANNER™ and federally
registered CFP® (with flame logo) are certification
marks owned by the Certified Financial Planner Board of
Standards, Inc. These marks are awarded to individuals
who successfully complete the CFP Board's initial and
ongoing certification requirements.
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About This Course
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• While the materials for the course(s) (Code of
Ethics and/or Practice Standards) have been
approved by the CFP Board as meeting the
established standards for continuing
education, the CFP Board does not review
the method or means of presentation and,
therefore, makes no representation
concerning the delivery of this information to
the CFP® certificant.
3

Agenda
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• CFP Board Operations
• Ethics history
• Standards of Professional Conduct
overview
• Learning objective overview
• Detailed learning objective discussion
with case studies
• Disciplinary Rules and Procedures
4
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Four Elements of CFP Board’s
Operations
Sponsored by

Council on
Education

Council on
Examinations

Disciplinary
and Ethics
Commission

Public Policy
Council

5

Ethics History
1985: Code of Ethics
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1988: Disciplinary Rules and Procedures

1993: Principles and Rules of the Code of Ethics

1999: Practice Standards

2008: Current version of Standards of Professional Conduct
6
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Standards of Professional
Conduct
Terminology
Sponsored by

Code of Ethics
Rules of Conduct
Financial Planning Practice Standards
Disciplinary Rules and Procedures
Fitness Standards
Appeal Rules and Procedures

Available at www.cfp.net/standards
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Learning Objectives
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1. Define and discuss a financial planning
engagement, material elements of financial
planning, and the financial planning
process.
2. Analyze specific fact patterns to determine
if a financial planning relationship exists.
3. Differentiate between the standards of care
set forth in Rules 1.4 and 4.5 of the Rules
of Conduct, and apply each standard to
specific factual situations.
8
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Learning Objectives
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4. Apply each Practice Standard set forth in
the Financial Planning Practice Standards
to a hypothetical financial planning
engagement.
5. Identify the information that must be
disclosed to the client in writing by a CFP®
professional who is engaged in a financial
planning relationship or providing material
elements of financial planning.
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Learning Objectives
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6. Define the required information that must
be disclosed to clients and prospective
clients, when that information must be
disclosed, and apply each disclosure
requirement to specific factual situations.
(This includes, but is not limited to the
compensation and conflict-of-interest
disclosure requirements set forth in Rule
2.2 of the Rules of Conduct and Practice
Standards 100-1, 400-3, and 500-1.)
10
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Learning Objectives 1 and 2
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• Define and discuss a financial planning
engagement, material elements of financial
planning, and the financial planning process.
• Analyze specific fact patterns to determine if
a financial planning relationship exists.
– These factors should be weighed and considered
with the client’s understanding and intent being
taking precedence.
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Learning Objectives 1 and 2
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• CFP® professionals can engage in a wide range
of professional activities, however, and not all
Rules apply to all types of activity
• A number of The Standards of Professional
Conduct’s ethical obligations apply only when a
CFP® professional is engaged in financial
planning or material elements of the financial
planning process.
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Financial Planning Process
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• Financial planning is defined as the
process of determining whether and how
an individual can meet life goals through
the proper management of financial
resources.
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Six Material Elements of the
Financial Planning Process
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Establishing and
defining the clientplanner
relationship

Gathering client
data, including
goals

Analyzing and
evaluating the
client’s current
financial status

Developing and
presenting
recommendations
and/or alternatives

Implementing the
recommendations

Monitoring the
recommendations
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Subject Matter of Financial
Planning
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Financial
statement
preparation and
analysis

Education
planning

Income tax
planning

Investment
planning

Risk management

Retirement
planning

Estate planning
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Determining the Elements
of Financial Planning
• Considerations
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–
–
–
–

The client’s expectations, understanding,
and intent
The depth at which multiple financial
planning subject areas are addressed
The comprehensiveness of the data
gathering
The breadth and depth of recommendations
16

12

Case Study #1
Client: Betsy
CFP professional: Gina
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Betsy’s goal:
• Purchase life
insurance in order to:
– Minimize estate
taxes
– Find a trust for the
benefit for her four
grandchildren
– Make a charitable
donation
17

Case Study #1
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Gina’s actions:
• Performs a needs
analysis that considers
Betsy’s stated goals as
well as her life insurance
needs
• Conducts a suitability
review that considers
Betsy’s age, net worth,
and risk tolerance

Gina’s recommendations:
• Purchase of 2 life
insurance policies for
Betsy
• Implementation of an
irrevocable life
insurance trust (ILIT) to
own one of the policies
and a charitable
remainder trust (CRT)
to own the other

18
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Case Study #1 Answer
• Answer: Yes
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– Gina’s analysis gathers information about
multiple aspects of Betsy’s financial situation
– Gina uses that information to make wideranging recommendations to achieve Betsy’s
stated future goals
(Scenario based on CFP Board FAQs, Question 1-12)
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Case Study #2
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• Client: Abby
• CFP professional
(and licensed to
sell insurance):
Ben

• Abby’s goal:
purchase a term
life insurance
policy

20
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Case Study #2
• Ben’s
recommendation:
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– A 10-year term life
insurance policy.

• Ben’s action:
– Now: helps Abby
with her purchase of
a policy with a
$150,000 death
benefit
– Several years later:
assists Abby with the
conversion of this
policy to a
permanent life
insurance policy
21

Case Study #2 Answer
• Answer: No
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– Abby’s understanding and intent in engaging
Ben
– The degree to which multiple financial
planning subject areas are involved
– The comprehensiveness of the data Ben
gathered
– The breadth and depth of the
recommendations
22
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Learning Objective 3
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• Differentiate between the standards of
care set forth in Rules 1.4 and 4.5 of the
Rules of Conduct, and apply each
standard to specific factual situations.
– Fiduciary: someone who acts in utmost good
faith, in a manner he or she believes to be in
the best interest of the client.
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Defining the Relationship with the
Client: Rule 1.4
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• A certificant shall at all times place the
interest of the client ahead of his or her
own. When the certificant provides
financial planning or material elements of
financial planning, the certificant owes to
the client the duty of care of a fiduciary as
defined by CFP Board.
24
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Obligations to Clients
Rule 4.5
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• A certificant shall make and/or implement
only recommendations that are suitable
for the client.
− Exercise professional judgment in making
recommendations to clients
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Case Study #3
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• Client: Hannah
• CFP® professional: Megan
• Goal: financial planning recommendations
(life insurance)

26
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Case Study #3
• Megan’s actions:
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– Several months of
meetings, data gathering,
and analysis
– Recommends that
Hannah purchase muchneeded life insurance
coverage in the amount of
$150,000.
– Knows she will get a
bonus if Hannah gives
her a check this week.

• Hannah’s actions:
– State that she wants to
take time to review them
again and get back to
Megan in about a month.
– Listens to Megan’s pleas
to buy the coverage for
over an hour.
– Decides to write a check
on the spot because
Megan has been so
persistent.
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Case Study #3 Answer
• Answer: No.
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– Megan’s motivation was receiving the bonus
for the life insurance sale.
– Hannah wanted time to consider her next
steps, but she wasn’t given the time or
opportunity to make a decision on her own.
– Megan was acting in her own best interest, not
the best interests of Hannah as her client.
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Learning Objective 4
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• Apply each Practice Standard set forth in
the Financial Planning Practice Standards
to a hypothetical financial planning
engagement.
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Six Material Elements of the
Financial Planning Process
Sponsored by

Establishing and
defining the clientplanner
relationship

Gathering client
data, including
goals

Analyzing and
evaluating the
client’s current
financial status

Developing and
presenting
recommendations
and/or alternatives

Implementing the
recommendations

Monitoring the
recommendations

30
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Practice Standards Series 100
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100-1: Defining the Scope of the
Engagement
• The financial planning practitioner and the
client shall mutually define the scope of
the engagement before any financial
planning service is provided.

31

Case Study #4
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•
•
•
•

Client: Brandon
CFP  professional: Jessica
Goal: Review retirement plans and education fund
Actions:
– Jessica and Brandon sign a simple financial planning
agreement in which Jessica agrees to provide Brandon
with a financial plan.
– Brandon agrees pays Jessica $1,500 for the plan. No
other details are mentioned in the agreement.
– Jessica begins her analysis of Brandon’s retirement
information the following week

32
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Case Study #4
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• Brandon wants to take the plan to his brotherin-law to purchase insurance.
• Jessica states that it will take at least two
months to complete his plan, and that it will
focus solely on retirement and education
funding goals and recommendations.
• Brandon expected a comprehensive plan
and, because she didn’t provide it in a timely
manner, he wants a refund of the $1,500 fee
he paid her.
33

Case Study #4 Answer
• Answer: No.
Sponsored by

– Did not outline what subject matter areas would
be covered in the plan
– A delivery date for the financial plan should have
been stated
– Should have specifically stated what Jessica
would deliver for the $1,500 fee paid by Brandon
– Failed to specify whether or not Jessica would be
involved in the implementation of any
recommendations
– The terms for termination were not addressed
34
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Practice Standards Series 200

Sponsored by

200-1: Determining a Client’s Personal and Financial
Goals, Needs and Priorities
• The financial planning practitioner and the client shall
mutually define the client’s personal and financial goals,
needs and priorities that are relevant to the scope of the
engagement before any recommendation is made and/or
implemented.
200-2: Obtaining Quantitative Information and Documents
• The financial planning practitioner shall obtain sufficient
quantitative information and documents about a client
relevant to the scope of the engagement before any
recommendation is made and/or implemented.

35

Case Study #5
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• Client: Grant
• CFP professional: Nicholas
• Goal: Provide a financial plan addressing
estate planning and life insurance needs
• Grant gave Nicholas copies of various
financial statements from 2013, including:
– Several trust documents
– Will
– Life insurance policies
36
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Case Study #5
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• Nicholas prepares a plan, but does not
verify the information on the documents.
• The following was incorrect:
– Income on the income statement
– Savings account balances
– Titling of assets on statement of financial
position
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Case Study #5 Answers
• Nicholas violated the Practice Standards
because:
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– He did not obtain sufficient information to create a
financial plan. Some of the documents upon
which the plan was based were outdated.
– He did not disclose to Grant that he did not have
sufficient information to prepare a plan.
– He should have terminated the relationship if
accurate, sufficient information was not available.
38

23

Practice Standards Series 300
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300-1: Analyzing and Evaluating the
Client’s Information
• A financial planning practitioner shall
analyze the information to gain an
understanding of the client’s financial
situation and then evaluate to what extent
the client goals, needs and priorities can
be meets by the client’s resources and
current course of action.
39

Case Study #6
• Client: Mark
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– 78 years old
– Moderate risk tolerance
– Long-term time horizon

• CFP® professional: Macy
• Goal: Capital appreciation

40
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Case Study #6
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• Macy recommended a variable universal
life (VUL) policy for its appreciation
• Mark agreed to fund the policy through a
§1035 exchange of a policy with a cash
value of $40,000.
• Macy showed Mark a VUL illustration with
a high hypothetical return of 14%;
however, the return on this type of policy
during the last 12 months was 6%
41

Case Study #6
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• With a 12% return, Mark would meet his
capital appreciation goal and the policy
would be funded through Mark’s age 95.
• However, the policy would lapse in year 5
if the illustrated guaranteed values (0%
gross rate of return and guaranteed
charges) were assumed.

42
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Case Study #6
• Answer: Yes.
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– Macy failed to use a reasonable assumption to analyze
and evaluate Mark’s goal of capital appreciation.
– In her meetings with Mark, she should have used a
reasonable, agreed-upon interest rate in her VUL
interest rate assumptions.
– Given Mark’s age, Macy should have used a more
conservative return and considered a smaller face
amount or a different type of permanent life insurance
policy.
This scenario is based on Certified Financial Planner Board of Standards
Anonymous Case History Number 27406.
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Practice Standards Series 400
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400-1: Identifying and Evaluating Financial Planning
Alternative(s)
• The financial planning practitioner shall consider sufficient and
relevant alternatives to the client’s current course of action in an
effort to reasonably meet the client’s goals, needs and priorities.
400-2: Developing the Financial Planning Recommendation(s)
• The financial planning practitioner shall develop the
recommendation(s) based on the selected alternative(s) and the
current course of action in an effort to reasonably meet the client’s
goals, needs and priorities.
400-3: Presenting the Financial Planning Recommendation(s)
• The financial planning practitioner shall communicate the
recommendation(s) in a manner and to an extent reasonably
necessary to assist the client in making an informed decision.
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Case Study #7
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• Client: Zachary, 72 years old
• CFP professional: Andrew
• Goal: Invest $800K inheritance with
income as the main objective

45

Case Study #7
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• Andrew agreed to provide a financial plan
with investment recommendations for a
$3,000 fee.
• Andrew takes a few weeks to analyze the
client’s situation
• Recommends that Zachary invest his
inheritance in a fixed annuity that allows
for tax-advantaged growth.
46
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Case Study #7 Answer
• Answer: No.
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– Andrew should have identified and evaluated
financial planning alternatives.
– By evaluating and providing only one lowliquidity alternative, Andrew failed to present
Zachary with a financial planning alternative
that allowed for more liquidity to meet
Zachary’s cash flow needs.
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Practice Standards Series 500
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500-1: Agreeing on Implementation Responsibilities
• The financial planning practitioner and the client shall
mutually agree on the implementation responsibilities
consistent with the scope of the engagement.
500-2: Selecting Products and Services for
Implementation
• The financial planning practitioner shall select
appropriate products and services that are consistent
with the client’s goals, needs and priorities.
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Case Study #8
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• Client: Ethan
• CFP professional: Roberta
• Goal: Asset preservation
– Wants to sell his business and transfer the
proceeds and other assets to his children and
grandchildren at his death
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Case Study #8
• Roberta recommends an asset allocation that
includes the following:
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– 20% hedge funds
– 50% equities
– 5% bonds
– 25% illiquid investment vehicles

• Ethan questioned this but Roberta persisted
that this was his best option, so Ethan made
the purchases accordingly.
50
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Case Study #8 Answer
• Answer: Yes
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– Roberta violated Practice Standard 500-2.
– The investment products Roberta
recommended to Ethan were inappropriate
because they were not consistent with Ethan’s
goals and needs.
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Practice Standards Series 600
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600-1: Defining Monitoring
Responsibilities
• The financial planning practitioner and
client shall mutually define monitoring
responsibilities.

52
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Case Study #9
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• Client: Daniel
• CFP professional: Jason
• Goal: Prepare, present, implement, and
annually monitor a comprehensive
financial plan

53

Case Study #9
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• Jason recommends a variable life insurance
policy, which Daniel purchased.
• Two years later, Daniel made a substantial
withdrawal from the policy to take a European
vacation which put the coverage at risk of lapsing
without further premiums being paid.
• Later that year, Jason reviewed Daniel’s financial
plan and recommended that Jason change the
allocation of his 401(k) account.
• Next year, Daniel’s variable life insurance policy
lapsed.
54
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Case Study #9 Answer
• Answer: Yes.
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– Jason did not engage in the financial planning
process and evaluate each recommendation
originally made to Daniel
– Jason should have made a new
recommendation regarding Daniel’s goal of
providing death benefit protection

55

Learning Objective 5
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• Identify the information that must be
disclosed to the client in writing by a
CFP® professional who is engaged in a
financial planning relationship or providing
material elements of financial planning.

56
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Learning Objective 5
• Required elements of this written
agreement include:
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– the parties to the agreement;
– the date and duration of the agreement;
– how and on what terms each party can end
the agreement; and
– the services to be provided under the
agreement.
57

Learning Objective 5
• Disclosures:
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– An accurate and understandable description of the
compensation arrangements being offered.
– A general summary of likely conflicts of interest
between the client and the certificant
– Any information about the certificant that could
reasonably be expected to materially affect the client’s
decision to engage the certificant
– Contact information for the certificant and, if applicable,
the certificant’s employer.
– If the services include financial planning or material
elements of financial planning, these disclosures must
be in writing.
58
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Learning Objective 6
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• Define the required information that must be
disclosed to clients and prospective clients,
when that information must be disclosed, and
apply each disclosure requirement to specific
factual situations. (This includes, but is not
limited to the compensation and conflict-ofinterest disclosure requirements set forth in
Rule 2.2 of the Rules of Conduct and Practice
Standards 100-1, 400-3, and 500-1.)
59

Learning Objective 6
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• CFP® professionals are to disclose certain
information verbally or in writing before
entering into an agreement to provide
financial planning services.
• Among the information that must be disclosed
at this stage is information regarding the
compensation that any party to the
agreement or any legal affiliate to a party
under the agreement will or could receive
under the agreement.
60
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Learning Objective 6
• This information includes:
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– compensation the CFP® professional receives
from a client for providing professional activities;
– compensation that related parties, such as the
CFP® professional’s employer, receive from a
client for providing professional activities; and
– compensation the CFP® professional receives
from related parties, such as the CFP®
professional’s employer or other sources, for
providing professional activities.
61

Learning Objective 6
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Factors that
determine
costs

How
decisions
benefit the
CFP®
professional

The relative
benefit to
the CFP®
professional

62
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Learning Objective 6
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• If the CFP® professional’s services
include financial planning or material
elements of financial planning, the CFP®
professional must disclose a precise and
understandable description of the
compensation arrangements being
offered to a client or prospective client in
writing.
63

Learning Objective 6
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Upon the
client’s
request

Before any
agreement
is signed

Prior to
any paid
transaction

64
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Practice Standards 100-1, 400-3,
and 500-1
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100-1: Defining the Scope of the Engagement
• The financial planning practitioner and the client shall mutually
define the scope of the engagement before any financial planning
service is provided.
400-3: Presenting the Financial Planning Recommendation(s)
• The financial planning practitioner shall communicate the
recommendation(s) in a manner and to an extent reasonably
necessary to assist the client in making an informed decision
500-1: Agreeing on Implementation Responsibilities
• The financial planning practitioner and the client shall mutually
agree on the implementation responsibilities consistent with the
scope of the engagement.

65

Anonymous Case History #1
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• A CFP® professional was disciplined for
advising a client to create a trust and then
serving as both trustee and investment
advisor of the trust without advising the
client of the conflict of interest. (ACH
16145)

66
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Anonymous Case History #2
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• The CFP® professional borrowed money from a client
under promissory notes and asked the client to
purchase a piece of beachfront property for the CFP®
professional’s benefit.
• The client agreed to purchase the property in his own
name, allow the CFP® professional to reimburse him
for the mortgage payments, and then transfer
ownership of the property to the CFP® professional
once the mortgage was paid in full.
• The CFP® entered into these transactions without
disclosing to the client any potential conflicts of
interest or risks. (ACH 22305)
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Case Study #10
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• Clients: Chris and Sarah
• CFP® professional: James
• Goal: Make recommendations regarding
Chris and Sarah’s insurance, investments
and retirement plans
• Action: Several investments were
repositioned to reduce income taxes and
new life insurance was purchased
68
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Case Study #10
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• James mentioned in one of his first meetings that
he earns commissions and occasionally bills for
time.
• Following the last meeting, James sent a $1,000
invoice to Christ and Sarah.
• Chris and Sarah objected, saying the amount
should have been disclosed.
• James reminds them he did mention
compensation at an earlier meeting but the details
did not need to be in writing because he did not
write a financial plan for them.
69

Case Study #10 Answer
• Answer: Yes.
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– James was engaged in financial planning and
the disclosure should have been in writing.
– Financial planning may occur even if the
material elements are not provided to a client
simultaneously, are delivered over a period of
time, or are delivered as distinct subject areas.
– Certificants need not provide a written
financial plan to engage in financial planning.
70
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Disciplinary Rules and Procedures
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Enforce
the Rules
of
Conduct

Panel of
Peers

Fair
Process

Appeals
Process

71

Disciplinary Process
A grievance
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Self-disclosure

Staff discovery

72
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Forms of Discipline
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• Private censure
• Public letter of admonition
• Suspension
• Revocation
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Reinstatement
• Revocation
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– Permanent
– No opportunity for reinstatement

• Suspension
– 1 year or less, automatic reinstatement if CFP
Board was notified within 30 days
– Over 1 year, must petition for a reinstatement
hearing within 6 months of the end of the
suspension
74
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Duty to Report Criminal Conviction
or Professional Discipline
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• CFP Board must be notified of any
criminal convictions or professional
discipline
• Notifications must happen in writing
• Must be completed within 30 days of the
conviction or discipline
• Minor traffic offenses are not included
75

Agenda
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• CFP Board Operations
• Ethics history
• Standards of Professional Conduct
overview
• Learning objective overview
• Detailed learning objective discussion
with case studies
• Disciplinary rules and procedures
76
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www.CFP.net/standards
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• Download Standards of Professional Conduct
• Click on “Review Compliance Resources from
CFP Board” for the following:
– FAQ sheet
– Advisory opinion on conflicts of interest
– Compensation guidelines
– Disclosure guide
– Compliance checklist

77
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FPA Program in a Box

Evaluation Form
Practicing Ethics:
Applying CFP Board's Standards of Professional Conduct

Course Location: _________________________

Date: _____________
Strongly
Agree

Agree

Neutral

Disagree

Strongly
Disagree

If applicable, prerequisite requirements were appropriate.











The duration of the session was appropriate.











The objectives of the session were clearly stated and
achieved.











The materials were relevant, accurate and contributed to the
achievement of the session objectives.











The slide presentation was well organized and effectively
presented.











The facilitator was well organized and effectively presented
the material.











The materials and handouts were suitable for the session.











The audio and video materials were effective.











I am satisfied with the meeting facilities and/or technological
equipment.











Attending this session will positively impact me
professionally.











I am satisfied with my experience at this session.











SESSION EVALUATION

Comments: ________________________________________________________________________________
___________________________________________________________________________________________
___________________________________________________________________________________________
___________________________________________________________________________________________
___________________________________________________________________________________________

Name (Print):

