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WHAT IS FINANCIAL COUNSELLING?
Financial counselling is

· a free, confidential service

Unlike financial advisers, financial counsellors do not charge for their services as required by the Financial Counsellors Association of NSW Inc, (FCAN) Constitution and funding agreements. The information provided by financial counsellors is completely independent.  They assist all members of our community.  Unlike commercial financial advisers and planners, their role is not to provide advice on the best investment options, but to provide information on the best options for personal finance management, to enable people and families to remain financially viable.  

· Is for individuals, families, small business operators experiencing personal financial difficulties and consumers in general.

Although financial counsellors will provide free of charge support to anyone who seeks their assistance, their focus is on the disadvantaged in our society, those who feel overwhelmed and powerless to deal with their current financial circumstances
· Knowledge of the rights of those who are disadvantaged (e.g. Centrelink benefits, Dept Housing requirements).  Supports and empowers those who are experiencing financial difficulties to overcome those difficulties

Far from being merely ‘better budgeting bureaus’, the scores of financial counselling services which have been established over the past twenty years aim to make a real difference; not only to the lives of their clients, but also to industry practices and philosophies which unfairly disadvantage the average consumer.

· Is designed to empower by providing short term crisis management, and assists to develop long term prevention strategies.

Financial counsellors will assist a client through the crisis and assist to develop money-managing skills.  

· Includes, counselling, assessing, educating, informing, providing options, negotiating, advocating, mediating, cash flow management options, personal financial management and referral.

To be successful, a financial counsellor needs counselling skills, the ability to communicate across a wide range of clients and stakeholders, the knowledge and training to evaluate financial circumstances and identify options, and a commitment to their own continuing professional development. 

· Is not welfare, band aiding, rescuing or just budget preparation.

WHAT IS A FINANCIAL COUNSELLOR?
A Financial Counsellor has:

· Membership of the Financial Counsellor's Association of New South Wales Inc., (FCAN).

Before receiving accreditation, a financial counsellor who has passed an accredited course approved by FCAN will be required to demonstrate a sound knowledge of relevant legislation including the Uniform Consumer Credit Code, Bankruptcy Act and civil debt recovery legislation.  In addition, s/he will need to have an in-depth understanding of banking and financial systems.

· The responsibility to undertake continuing training and development and professional supervision, in accordance with current requirements by FCAN.  Highly developed interpersonal and communication skills, which are continually being updated.

FCAN requires members to update their skills by 20 hours per year for annual accreditation and participate in regular casework supervision to ensure a duty of care to clients and counsellors.

· Personal counselling skills.  

Financial Counsellors in New South Wales are required to have minimum 36 hours VETAB accredited counselling skills and to build on these skills by 5 hours annually.

· An understanding of consumer banking and financial systems and information in relation to options such as bankruptcy, loan consolidations, repayment moratoriums, reduced repayments; an ability to evaluate financial circumstances and identify options for clients and carry out mediation between client and credit provider/service provider;
Financial Counsellors have skills in negotiation and advocacy with credit providers, banking institutions, insurance companies, utility companies, debt collection agencies, and government agencies to negotiate repayment options;

· A responsibility to carry out consumer education, with clients and or groups in the community via presentations and media articles to alert consumers to issues.

Community education programs focus on empowering people to understand credit contracts, their rights as consumers of banking and finance products, and to take control of their spending;

· Appropriate referral skills, e.g. legal, welfare, other forms of counselling.

Referrals to relevant agencies for ‘whole of client’ assistance with problems such as health, housing, marital breakdown, drug, alcohol or gambling addiction;

· representation of consumer issues on a range of consumer/credit issues with government and other bodies. 

FCAN has participated in submissions over many years on a range of consumer issues.

Who Seeks Help From a Financial Counsellor?

How can a financial counsellor help? 

	· Unemployed people, particularly those who have financial commitments which were originally undertaken when they were in the workforce and repayments were manageable.  


	Unemployment can be caused by illness, accident, business closure, retrenchment.

There may be a workers compensation issue, which has drastically reduced income.

No income – debts in arrears – contact by creditors wanting payment.

A Financial Counsellor can negotiate/advocate for client in this situation.



	· Young people 18-25 who have no experience with credit contracts, but are often targeted by mobile phone companies and motor vehicle salespeople, who organise access to credit with excessive interest rates;


	Financial counsellors are trained in consumer law to be aware of the rights and responsibilities of consumers who have entered credit contracts.  Some young people have a lack of financial literacy and understanding of money management.

A financial counsellor can assist these clients to be aware of issues surrounding credit contracts.



	· Rural community members who are vulnerable to natural disasters such as drought, flood and bushfire, sudden rises in interest rates, and international market forces – experience shows that businesses in small townships can be totally dependent on as few as six farming families to survive.  

If those six farming families ‘walk off the land’ the local businesses close, forcing locals to drive to a larger regional centre for shopping and services;  


	A Financial Counsellor can assist with money plan, negotiating with creditors, debt collectors for affordable repayments.

Financial counselling aims to empower individuals to manage finances better by providing information/advocacy and money management skills.



	· People of non-English speaking background who do not have a sound understanding of credit or finance contracts.  Many parents go guarantor for their adult children, not realising the implications;


	People can be in an extremely distressing situation if a creditor is enforcing a contract and it was not understood what was being entered into.

A Financial Counsellor can look into the conditions under which the contract was signed to ascertain rights and responsibilities in relation to the contract.



	· People being harassed by debt collectors – there is an increasing trend for collectors to use intimidation and fear tactics and to make threats which unbeknown to the consumer, have no legal basis;


	Financial counsellor training ensures the financial counsellor is aware of the rights and responsibilities of consumers.

Debts can be caused by many situations including car accident (no insurance) relationship breakdown, illness, unemployment, death of a partner or family member.

A Financial Counsellor can assist a client to work through debt issues.



	· Older people who are often on low, fixed incomes and are vulnerable to high medical expenses and/or in some cases, are making unsustainable financial sacrifices to help their grown children who may themselves be unemployed and struggling to provide for their children;


	A Financial Counsellor will use their counselling skills to ascertain options for clients who are suffering financial difficulties.  

Options can be ascertained for the client and discussed with the financial counsellor.

	· People with chronic illness, particularly those who have been hospitalised and who may have large medical bills to pay which exceed their available income;


	Chronic illness can mean debts are not being paid due to medical costs.  

There may be old debts before the client became ill that are causing excess stress.

A Financial counsellor can assist to look at all options in relation to debts. 

	· People whose financial circumstances have changed due to a relationship breakdown and who may be left solely responsible for children and/or debts which were previously jointly shared;


	Financial counsellors are trained understanding relationship debt to be able to inform clients of their rights and responsibilities in this regard.  

There may be threat of eviction and a financial counsellor can guide a client in the processes in this regard.

	· Emotionally distressed people, including those who are suicidal and cannot see a way out of crippling debt.  As a result of their feelings of helplessness and hopelessness, suicide appears to be an appealing option for many;


	Financial problems are extremely distressing for consumers.  

Financial counsellors have well developed counselling skills which put clients at ease and assist them to work their way through their situation.  

The financial counsellor is trained to be able to put all options to clients with debt issues.  Financial counselling can greatly lessen the client’s distress.

	· Farmers, small business operators, and community members who are contemplating bankruptcy and want advice as to their options and assistance with proceeding to bankruptcy if that is the most appropriate option;


	Financial counsellors are trained in bankruptcy as an option for clients.  Ongoing training is supplied by the Insolvency & Trustee Service Australia to ensure financial counsellors have up to date information on legislation changes and clients rights and responsibilities in bankruptcy.

	· People with mental health problems who find it difficult to manage their finances during periods of illness;


	Financial counsellors undertake training to understand the issues related to mental illness and are able to guide their clients to handle their finances under their particular circumstances.



	· People from all walks of life, nationalities, financial backgrounds who are facing difficulties dealing with credit and debt and/or managing to remain viable on their incomes.


	The Local Court may have summonsed a consumer regarding a debt in default.

A financial Counsellor can assist a client to assess all available options within the debt recovery system and assist with an Application to Pay by Instalment if that is the option.



	· Those on low incomes with little or no debt finding it difficult to make ends meet as cost of living is increasing at a greater level than income increases, particularly so for those who rely totally on Government payments.

	A financial counsellor can work with a client to complete a money plan to look at options for reducing expenditure in an endeavour to avoid increasing debt.  

All options can be explored if there are current debt issues.

	· Aboriginal Communities who due to isolation and lack of education have little understanding of credit and financial issues find it difficult to understand the concept of budgeting & money management.  As well, the extended family can also place financial pressure on families.
	Financial Counsellors carry out community education to act as a preventative measure to empower clients with knowledge of credit and debt, and money management.

Community education is an early intervention with benefits to the community as a preventative measure


Cost Benefit Ratio of 2:1 (every $1 provided for financial counselling yields $2 in benefits)

· The cost benefits to the community of financial counselling services were highlighted in a 1998 report prepared by Network Australia Organisational Consulting Group Pty Ltd entitled ‘Cost Benefit Analysis of the Commonwealth Financial Counselling Program’.  The report provides detailed cost benefit analysis figures based on the following factors:

· Costs of bankruptcy avoided

· Reduced debt recovery costs

· Recovery of otherwise bad debts

· Reduced demand for unemployment benefits

· Reduced absenteeism

· Avoided episodes of hospitalisation 

· Reduced illness & Medicare costs

· Avoided suicides

Using these factors, the analysis concluded that the ratio of benefits to costs in terms of the funding provided by the Commonwealth Financial Counselling Program was 2:1
.  

Financial counselling has great rewards for the community to be educated in financial literacy and ability.  There has not been a recent study to reflect the widespread positive affects of financial counselling, however, the Financial Counsellors Association of NSW Inc., (FCAN) would put the ratio higher than that found in the previous study.

For your information I enclose the results so far of a study carried out with the Financial Counsellors Association of NSW Inc., and the University of Newcastle.  This study is over three years. 

Elizabeth Terry

President

�  Source: Network Australia Organisational Consulting Group Pty Ltd – Cost Benefit Analysis of the Commonwealth Financial Counselling Program – June 1998 - page 16
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