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I
n an era when some areas of 
public practice work are in 
decline, there has never been a 

greater need for personal financial 
planning expertise. That means 
there is a great opportunity waiting 
to be seized by accountants savvy 
enough to step up to the plate.

Taking on financial planning 
and wealth management roles for 
their clients is the trend for 
accountants all around the world 
but it doesn’t seem to be happening 
as fast in Canada as it is in places 
like the U.S., U.K. and Australia. 
Canada’s accounting f irms are 
woefully behind; they’re not adding 
value for their clients through 
offering broader financial planning 
services and, in the process, mis-
sing out on an exciting and lucra-
tive line of business.

For many accountants, while 
they have a broad range of related 
knowledge, the specifics of per-
sonal f inancial planning often 
remain a bit of a mystery to them. 
In fact, many accountants are not 
much better than the general public 
when it comes to running their own 
finances, which is a bit ironic given 
all of their training. 

What accountants and their cli-
ents alike need to know is that 
everybody has goals, both finan-
cial and non-financial. Creating a 
f inancial plan helps a person 
organize f inances around their 
goals to determine whether they 
are achievable and, if so, how to go 
about doing so.

The Financial Planners Stan-
dards Council defines f inancial 
planning as a process of under-
standing an individual’s goals, col-
lecting information around those 
goals, providing strategies and 
alternatives to address them, imple-
menting that plan and then fol-
lowing up and making sure the 
person stays on track and rebal-
ances their plan as necessary. 

It’s a process for making logical 
decisions to meet targets and it is 
applicable to all of the different 
areas of a person’s f inances, 
including areas like investment, 
taxes, retirement, the amount of 
insurance carried, whether the will 
is up to date, and the levels of debt 
carried.

A financial plan should be com-
prehensive and integrated because 
no one area of a person’s finances 
stand alone. They all involve trade-
offs and integrated planning, given 
that the source of the money — 
usually the paycheque — has to be 
divided between all of the prior-
ities, whether it’s paying down a 
mortgage or for a child’s post-sec-
ondary education or retirement 
funding.

To develop a financial plan, a 
person needs to start with a net 
worth summary that totals his or 

he r  a s se t s ,  i nc lud ing  bank 
accounts, investment accounts, 
pension plans and an estimate of 
the market worth of any real estate 
holdings. They then need to deduct 
any liabilities, such as credit card 
or line of credit debt and mort-
gages. The difference between 
those two numbers is that individ-
ual’s net worth.

The other side of the equation is 
cash flow. That is the money 

coming in, whether it is salary or 
self-employment income, rental 
property income or investment 
earnings. That total, less annual 
income taxes paid on earnings, is 
cash flow.

Taken together, a person’s net 
worth minus debt, and cash flow 
minus taxes, provide a complete 
picture of where they currently 

stand f inancially and marks a 
starting point for setting goals. 
Those goals needed to be sorted as 
short-term (under f ive years), 
medium-term (f ive to 15 years) 
and long-term (15 years-plus) so 
an individual and their advisor can 
then assess what strategies are 
needed to reach those f inancial 

goals over the specified periods of 
time. 

Most people start f inancial 
planning on a piecemeal basis, and 
all sorts of events can prompt them 
to think about their finances. Pos-
sible trigger points include getting 
that first job, leaving home, mar-
riage, having a baby, divorce or 
changing careers. 

However, the vast majority of 
Canadians put no effort into pro-
active f inancial planning. They 
may fall into situations that require 
them to do things but very rarely 
do people on their own say: “It’s 
time to sit down and consider my 
financial plan.” Maybe 20 per cent 
of the public does that, while the 
rest are busy just focusing on their 
day-to-day lives.

In some cases, they don’t wake 

up until they’re in their 50s, when 
they realize they’re about a decade 
from retirement, their kids are 
going to university next fall and 
they’re not debt-free yet. That’s 
when they realize they don’t have a 
plan. Even in the case of their sav-
ings, they basically just gave them 
to a broker and rubber-stamped 
whatever he or she said. They don’t 

have a clue what’s in their accounts 
or what fees they pay, even though 
they might be sophisticated white-
collar professionals.

That’s  where an educated 
accountant can make a big differ-
ence in the lives and well-being of 
their clients. 

Given that personal f inancial 

planning is an extension from tax 
planning, it makes complete sense 
that accountants play a leading role 
in personal finance. An accountant 
is probably already the most trusted 
advisor relationship and has an in-
depth perspective on the client’s 
finances. As a bonus, an account-
ant’s opinion is usually highly 
respected because, since they’re 
paid on an hourly basis instead of 
being tied to commissions or 
trading, they are seen as impartial.

It’s not uncommon for people to 
have their investments spread 
among several different kinds of 
financial advisors with no one on 
top of the big picture. Accountants 
can pull it all together, taking the 
statements from the various 
brokers and insurance agents and 
producing a consolidated view-

point upon which to base deci-
sions.

For an accountant, it’s easy to 
transition a client relationship into 
financial planning by saying some-
thing along the lines of: “I know 
this much about you, your family 
and company, can we take a look at 
the big picture? Can I figure out the 
risk in your investment portfolio for 

you? I can assess your fees and 
returns to see how you did com-
pared to others in the marketplace.”

This sort of watchdog, second-
opinion service provided by neutral 
and objective accountant is very 
valuable. Accountants have the 
mathematical, problem-solving and 
analytical expertise to provide huge 

value-added services for their cli-
ents.

Very few have ever been asked 
to write down and quantify their 
goals and develop timelines for 
achieving them, even though that’s 
what their advisor should identify 
and focus on. If the investment 
advisor’s role is simply buying the 
client products, talking about mar-
kets once a year and asking for 
more money, that’s not proper 
financial planning. The value added 
comes when an advisor says some-
thing like: “I’ve gone over the num-
bers and your assets are $700,000 
today. You need to get to $1.3 mil-
lion by 62 so you can retire with 
$75,000 in annual after-cash 
income until you’re 98.” 

That kind of mathematical cal-
culation, made with conservative 
assumptions, provides clients with 
a target and a dashboard to see 
where they are towards achieving 
it. It turns the lights on for people 
and takes them far beyond how the 
markets are doing, which frankly is 
the easy part of all of this.

A combination of knowing the 
client, possessing analytical ability 
and knowledge of math is 80 per 
cent per cent of the value an 
advisor should deliver to clients. 
Yet many advisors, including 
accountants, don’t offer this 
because clients don’t know to ask 
for it.

Some accountants may need to 
top up their skill set with additional 
knowledge to ,  for  example, 
increase their familiarity with 
insurance and investment products. 
But there are lots of courses avail-
able and with a reasonable amount 
of training — weeks or even days, 
not months — an accountant can 
quickly become a better watchdog 
for their clients. 

It’s easy for an accountant to 
quickly demonstrate they’re worth 
paying for because they’re on a 
client’s side, know the client best 
and can grasp the full picture. 
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Manulife Securities in Toronto. He 
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Don’t wait for the client to ask for help
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Can ada’s  acco u n tin g firm s  are  w o e fu lly be h in d; th e y’re  n o t 

add in g valu e  fo r th e ir c lie n ts  th ro u gh  o ffe rin g bro ade r 

fin an cia l p lan n in g s e rvice s  an d , in  th e  pro ce s s ,  m is s in g 

o u t o n  an  e xcitin g an d  lu crative  lin e  o f bu s in e s s .
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As  a  bo n u s ,  an  acco u n tan t’s  o p in io n  is  u s u ally h igh ly 

re s pe cte d  be cau s e ,  s in ce  th e y’re  paid  o n  an  h o u rly bas is  

in s te ad  o f be in g tie d  to  co m m is s io n s  o r trad in g,  

th e y are  s e e n  as  im partia l.
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A co m bin atio n  o f kn o w in g th e  c lie n t,  po s s e s s in g an alytica l 

ability an d  kn o w le dge  o f m ath  is  8 0  pe r ce n t pe r ce n t o f 

th e  va lu e  an  advis o r s h o u ld  de live r to  c lie n ts .  

Ye t m an y advis o rs ,  in clu d in g acco u n tan ts ,  do n ’t o ffe r th is  

be cau s e  c lie n ts  do n ’t kn o w  to  as k fo r it.
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