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How to find a financial adviser: The 6-step plan

Looking for someone to help manage your money can be confusing, but if you let life planning lead the way, the financial part comes more easily 

By KARIN PRICE MUELLER 
STAR-LEDGER STAFF 
Just about anyone can hang out a shingle and call himself a financial adviser. 

And everyone, from your brother-in-law to your hairdresser, has a stock tip or other essential piece of data without which your financial life will be in ruin. 

Advisers come in all shapes and sizes, some with lots of indecipherable designations (CFP, MBA, CLU, ChFC, CFA, PFS and so on) after their names. Some work for huge companies with hundreds of employees, others are sole practitioners. Some sell products, others offer only advice. 

Before you start your search, you need to be realistic in your expectations. A financial adviser, no matter how talented, cannot snap his fingers and make debt disappear, or wave a magic wand and balloon your nest egg. 

The financial planning relationship is all about the client’s financial life planning, so the client has to be an active participant, says Reed Fraasa, a certified financial planner with Highland Financial Advisers in Paramus. 

“Many people fall into the trap of thinking that financial planning is all about giving the adviser a lot of financial data and answering a few questions and then waiting for the planner to deliver a large book called ‘Your Financial Plan,’” Fraasa says. 

The reality isn’t even close. 

Sure, the adviser will offer up lots of ideas about how you can do better, spend less, save more. But a good adviser will follow your lead. She shouldn’t present you with a cookie-cutter plan she gave to the client at her prior appointment. She should give you an individualized plan, based on your wants, your needs and your resources. 

But he or she can’t do that without your involvement. Prepare to divulge a ton of private information about yourself, and get ready to start a long-term relationship. 

But first, of course, you have to choose one. The Star-Ledger consulted with some respected New Jersey planners — all with different backgrounds and qualifications — for their opinions on how to find a good adviser. 

Their advice boiled down into six easy steps. On Page 8 we walk you through each one: 

· Step 1: Determine your goals 

· Step 2: Learn the ABCs 

· Step 3: Make your list 

· Step 4: Interview the contenders 

· Step 5: Talk money 

· Step 6: Go have a beer 

THE SIX-STEP PLAN

Step 1: Determine Your Goals 

Fair to say most of us would like to retire at an early age with millions of dollars in the bank. Also fair to say for most of us, that kind of future will take a lot of work. If you want to try, you need a game plan. 

Start by making a list of what you’d like to accomplish. Some ideas: 

Retirement: You want to know if you’re saving enough. Or, you’re already retired and you want to increase your income without taking on additional risk. 

College Planning: You hope to fully fund your kids’ educations, but you’re not sure how much you need to save. Or, you’re saving, but you’re not sure if the money is in the right place. Or you’re worried about your kids’ chances for financial aid. 

Estate Planning: You’d like to preserve your assets, so you can pass them on to your heirs, but you’re not sure how to make sure taxes don’t eat away your savings. Or, you want to leave your estate to your minor grandchild, but you know at age 10, he’s not ready to manage the portfolio. How can you set up trusts for him? 

Investment Planning: Your mutual funds haven’t been growing as much as you’d hope. Perhaps you’d like some ideas on how to increase your return. Or you’re still holding some bomb tech stocks. Should you sell them? 

Insurance Planning: If something were to happen to you, will your insurance policies provide the funds your family would need to replace your income? Perhaps your current policies are expensive. Or, you’d like to investigate policies that also have an investment component. 

Tax Planning: Maybe you’d like to find a way to reduce your annual tax bill. Or, you’re maxing out your employer-sponsored retirement plan and you’d like to research other tax-advantaged investments. 

This exercise will give you a better idea of what kind of adviser you need. 

“The planner does not make things happen in the client’s life,” said Fraasa, President of the Financial Planning Association of New Jersey. “The planner helps facilitate what the client should be or wants to be doing in their life now or for their life in the future.” 

Step 2: Learn the ABCs

As you search for an adviser, you will come across loads of acronyms after their names. Here are the most common designations you’ll find: 

Certified Financial Planner (CFP): One of the best-known designations. They must take courses and be tested on investing, insurance, taxes, retirement and estate planning. They also must fulfill certain experience requirements and agree to the CFP Board’s Code of Ethics and Professional Responsibility. 

Chartered Life Underwriter (CLU): This is for insurance professionals. To earn a CLU, an adviser must take eight courses, meet certain experience requirements and agree to a code of ethics. There are also continuing education requirements. Essentially, they are life insurance salespeople. 

Chartered Financial Consultant (ChFC): In the late 1970s, the American College introduced the ChFC designation, which is usually earned by life insurance agents who are interested in entering the financial-planning field. 

Chartered Financial Analyst (CFA): This is granted by the CFA Institute, formerly the Association for Investment Management and Research, or AIMR. To receive a CFA, advisers must take courses and pass examinations. They’re also called securities analysts, and they usually work for big companies, not individuals. 

Certified Fund Specialist (CFS): Advisers with the CFS designation complete a shortened CFP program, with a focus on investments. They generally concentrate on portfolios using mutual funds, unit investment trusts and annuities. 

Certified Public Accountants (CPA): You use CPAs at tax time. They go through education and testing, and their specialty is taxes, although more CPAs are getting into the financial planning business. 

Personal Financial Planner (PFP): The National Association of Life Underwriters, the association that represents life and health agents, earlier this year voted to promote the PFP designation. (It also voted to change the name of its organization to the National Association of Insurance and Financial Advisers.) 

Personal Financial Advisers (PFA): PFA is a new designation created by the National Association of Personal Financial Advisers (NAPFA) to compete with the CFP. It is for fee-only planners who have at least five years’ experience and have passed a series of exams. 

Personal Financial Specialist (PFS): The American Institute of Certified Public Accountants, or AICPA, is joining the financial planner fray with its PFS designation. A CPA must be an AICPA member in good standing, comply with continuing education requirements and have at least three years of personal financial planning experience to become a CPA/PFS. 

Registered Investment Adviser (RIA): An RIA isn’t necessarily a full-blown planner. To become an RIA, an adviser must complete a form for the Securities and Exchange Commission, along with a $150 filing fee. 

Some of the advisers you consider may have two, three, four designations or more. Which is best? Depends on what kind of help you want. If you’re looking for an adviser who has been educated and tested on a comprehensive range of planning issues, start by looking at those with CFP, CPA/PFS and PFA designations. 

Step 3: Make your list

When you make a short list of advisers to consider, you need to consider at least three of them. That will allow you to get a good idea of what’s out there, so you can compare services, cost and personalities. 

Start by asking around. If you have friends, neighbors or colleagues in financial situations similar to yours, or if you simply trust their judgment, people you know and trust are a great resource. 

Diahann Lassus, a CFP and CPA with Lassus Wherley Assoc. in New Providence, says if your best friend shares your value system and has a similar financial situation, the adviser might be a fit. However, she says, it’s important to interview several advisers to make sure. 

Fraasa says most of his new clients come from referrals. Yet, he says a referral from a friend is never a sure thing. 

“It doesn’t mean that the planner is the ‘best,’ but it does indicate a high level of trust,” he says. 

Ronald Garutti, a CFP and CFS with Langdon Ford Financial in Parsippany, says all his new clients come through personal recommendations. 

“If I have impressed an existing client to the point that they would recommend me to a friend, then I have reached the pinnacle of trust,” he says. 

You can also take a look at the Web sites of reputable professional organizations for lists of advisers in your area. 

Financial Planning Association: The FPA (www.fpanet.org) is the membership organization of CFPs. 

National Association of Personal Financial Advisers: or NAPFA (www.napfa.org): NAPFA is an organization of fee-only financial planners. 

American Institute of Certified Public Accountants: The AICPA (pfp.aicpa.org) is where you can find CPAs who have the PFP credential. 

Step 4: Interview the contenders

The interview is like a first date. It’s your chance to get a feel for the adviser and learn how he runs his business. The adviser will tell you what he can offer and what you should expect from the relationship. It’s probably the most important part of your research process. 

Set up meetings with the advisers on your list — they should offer a free session, so you can get to know each other — and get ready to ask references and lot of other questions. (see breakout for interview questions.) 

“Whether you like it or not, first impressions tell you a lot about a person,” Shagawat says. “When you meet the planner, does their appearance, body language, how they sound and what they have got to say leave you with a positive impression? Were you left with a sense of trust? Was the planner confident? Were they relaxed? Did they listen to you or talk over you? Can they communicate clearly?” 

Of course, advisers are also salespeople, and they’re trying to sell themselves to you. But a hard sell should be a turnoff. It could be an indication of how things may be going forward. 

Debra Morrison, a CFP with RegentAtlantic Capital in Chatham, recommends you ask prospective planners to share a story about how they’ve recently helped a client. “Planners who sell products instead of helping clients won’t easily be able to tell you how they’ve helped someone address a particular problem. They’re too busy selling products.” 

Morrison warns you to be wary if a planner says a high-commissioned insurance policy or annuity will be the solution for your financial challenges. These products do serve a purpose, but any adviser quick to recommend them may be looking for the commission, not your best interests. 

One of most essential items you’ll learn during the interview process: planner compensation. 

Step 5: Talk money

There are several ways an adviser can be paid for services. 

Commission: This is money an adviser receives when he sells a product. It could be a mutual fund, an insurance product, or another type of investment. Critics of commissions say there’s an inherent conflict of interest if an adviser is only paid when a product is sold, because the adviser may be tempted to push products that pay higher commissions, instead of steering clients to the best product for their situation. That doesn’t mean commission-paid advisers are unethical. It’s just something to consider. 

Fee-Only: Fee-only advisers are compensated for their time in setting up a financial plan, but they don’t receive commissions. When you’re paying a fee-only adviser, you’re paying them for their advice. 

These fees may come in a variety of ways. Some are hourly; some are flat amounts for certain services, other fees may be charged to manage your assets for a fee equal to a percentage of your portfolio. 

Commission and Fee Combo: Also called fee-based, these advisers are compensated with a combination of fees and commissions. If you go with one of these, make sure you understand the structure of how they will be paid, so there are no surprises. 

Any adviser who is shy about talking money upfront during the interview process should be suspect. Of course the adviser deserves to be paid for her services. And as a client, you need to know exactly what those services will cost you. 

Step 6: Go have a beer

Okay, maybe you don’t have to take your new planner to your favorite watering hole to hang out, but you do have to think about whether you genuinely like the planner. 

He or she doesn’t have to be invited to your kid’s wedding, but if you don’t like the planner, if the planner has annoying habits, and so on, it’s less likely you’ll have a solid relationship. Now, sure, the nastiest adviser could have a brilliant mind, but if you dread picking up the phone to call about an issue, what’s the point in hiring him? 

All the advisers interviewed for this story agree it’s important for clients to feel they’re on the same team, and the relationship must be built on trust. 

“The client must be able to trust the planner and the planner must be able to trust that the client is being open and honest,” Lassus says. “You have to build trust over time, but you also have to comfortable sitting across from one another. If you are not, then there is no point in taking a relationship any further.” 
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GRAPHIC CAPTION: INFO GRAPHIC: Interview checklist

Planner Name: ________________________________________________
Company: _____________________________________________________
Address: _____________________________________________________
Phone: _______________________________________________________
Date of interview: ___________________________________________

Do you have experience in providing advice on the topics below? If yes, indicate the number of years.
___ Retirement planning
___ Investment planning
___ Tax planning
___ Estate planning
___ Insurance planning
___ Integrated planning
___ Other

What are your areas of specialization?

What qualifies you in this field?

How long have you been offering financial planning advice to clients?
___ Less than one year
___ One to four years
___ Five to 10 years
___ More than 10 years

How many clients do you currently have?
___ Less than 10 clients
___ 10 to 39
___ 40 to 79
___ 80+

Briefly describe your work history.

What are your educational qualifications?

Give area of study.
___ Certificate
___ Undergraduate degree
___ Advanced degree
___ Other

What financial planning designation(s) or certification(s) do you hold?
___ CERTIFIED FINANCIAL PLANNER™ certification
___ Certified Public Accountant-Personal Financial Specialist (CPA-PFS)
___ Chartered Financial Consultant (ChFC)
___ Other

What financial planning continuing education requirements do you fulfill?
_________ hours every _________.

What licenses do you hold?
___ Insurance
___ Securities
___ CPA
___ J.D.
___ Other

Are you personally licensed or registered as an Investment Adviser with the:
___ State(s)?
___ Federal government?

If no, why not?

Is your firm licensed or registered as an Investment Adviser with the:
___ State(s)?
___ Federal government?

If no, why not?

Will you provide me with your disclosure document Form ADV Part II or its state equivalent?
o Yes
o No

If no, why not?

What services do you offer?

Describe your approach to financial planning.

Who will work with me?
___ Planner
___ Associate(s)

Will the same individual(s) review my financial situation?
___ Yes
___ No

If no, who will?

How are you paid for your services?
___ Fee
___ Commission
___ Fee and commission
___ Salary
___ Other

What do you typically charge?
a. Fee:
Hourly rate $ _________
Flat fee (range) $ _________ to $ _________
Percentage of assets under management: ____ percent
b. Commission:
What is the approximate percentage of the investment or premium you receive on:
stocks and bonds _________ ; mutual funds _________ ; annuities _________ ;
insurance products _________ ; other _________

Do you have a business affiliation with any company whose products or services you are recommending?
___ Yes
___ No

Explain:

Is any of your compensation based on selling products?
___ Yes
___ No

Explain:

Do professionals and sales agents to whom you may refer me send business, fees or any other benefits to you?
___ Yes
___ No

Explain:

Do you have an affiliation with a broker/dealer?
___ Yes
___ No

Are you an owner of, or connected with, any other company whose services or products I will use?
___ Yes
___ No

Explain:

Do you provide a written client engagement agreement?
___ Yes
___ No

If no, why not?

Source: Financial Planning Association (www.fpanet.org)
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