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Second Opinion

Creating the Virtual
Financial Planning Firm

Part 1 of 2

By Dlwlpfl.l)lucxsl
ifteen years ago, there was
F no blueprint for the fec-only
financial planning firm.
Today there is a paradigm, or stan-
dard, and it’s “Biggcris Better.” As
fee-only planners, we’ve found suc
cess by working hard and being
members of a national organiza-
tion that has brought us, and fcc-
only planning, very favorable press
coverage. This hasled to the growth
of vur [irwms, and growth is intoxi-
cating. ‘
The Bigger is Better standard

comcs into play in how we handie
the growth. And it’s intertwined
with the financial planning press’
concept of value. Valuation gurus
tell us that we must wean our cli-
ents from oursclves, the principals,
and havc them rcly instead on our
staffs. And because Bigger is Bet-
ter, we shouldn’t be shy about hir-
ing staff. In fact, our success and
growth might cnablc us to create a
onc-stop financial scrvices firm that
employs not only financial plan-
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continued from page 1
ners, but CPAs and attorneys, as
well.

But don’t forget, thc concept of
valuc we are now urged to adopt
requires that we create
surplus cash flow. When
we’ve achieved all of the
above, we can sell out
firms and retire. The
measure of success is
when you, the principal,
arc no Jonger doing fi-
nancial planning.

And what’s more, if
you don’t buy this line
of thinking, remember that Merrill
Lynch is breathing down your neck.
Its thousands of Associate CFPs
will be taking away your clients
unless you have a larger presence in
the marketplace. Sure, you’re never
going to be the sizc of Merrill Lynch,
but the bigger you are, the better
you will withstand its invasion of
your market.

1 have a problem with this sce-
nario. Several problems, actually.
Tirst, I scc the Peter Principle alive
and well in the fee-only commu-
nity. For those who have forgot-
ten, the Peter Principle states that
we eventually rise to our level of
incompetence. It was originally
applied to a bureaucratic situation
in which a technical specialist rises
to a middlc management position
because he/she demonstrates ex-
cellence at a technical specialty.
Unfortunately, this has nothing to
do with managerial skills, so this
promotion is the last one he/she is
likely to get.

Don’t we do the same thing to
ourselves? We start out acquiring
the skills necessary to be good fi-
nancial planners and, with success
and growth, wind up with a host of
managerial responsibilities that we
are ill-trained to perform success-

"I see the Peter

Principle alive

and well in the
fee-only

community.”

fully. We have promoted ourselves
into our new management posi-
tions. Pecr pressure and the finan-
cial press have cgged us on. Sure,
we can acquirc the
managerial skills we
nced, but, for many,
this struggle will be the
Rubik’s Cube from
which there are no fur-
ther “promotions.”
The sccond problem
I seeis personnel. Asl
said in a talk last year,
trying to establish a de-
pendable team of employees is like
building a pyramid out of marbles.
Just when you think it’s stable, onc
slips away and, in the smaller firm,
that’s all that’s necessaty to un-
hinge the whole opcration, at least
tempararily.
continued on next page
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continued from page 2

Why do we have so much trouble
retaining good employees? First,
we’re in an entrepreneurial busi-
ness. We're all individualists, and
the pcople we hirc often arc, too.
Oncce they reach a certain level of
competence and confidence, they
judge themsclves rcady to do it
their way. They are destined to
start their own planning firms
wherther we like it or not. And this

was true from the day we hired
them.

Second, it is difficult to retain
employees in a popular ficld such
as financial planning. Tinancial
planning and advisory services have
becen and continuc to be a very
desirable catcer path. So desirable,
in fact, that labor supply often out-
weighs the job opportunities, at
least among established fece-only

firms. Our employees are of-en
eagcr to acccpt a low payscale :ni-
tally. But after a couple of ye:rs,
if they haven’t already left, they
want wmwore moncy than it coses us
to replace them (training costs
asidc).

The popular solution to many of
these problems is to give the em-
ployee an ownership interest. Prob-
lem is, if he doesn’t agree with the
way you run your business, he
doesn’t want to own a piece of it.
Or, pcrhaps the opposite 1s true —
she wants a piece of the business
before you’re ready to give it to ber.
Then that becomes a reason to
leave.

Now I'm not saying that we
should all bc one-man bands. We
need good people working hard for
us. We need thcm to provide a
quality service to our clients, to
compcte with the Merrill Lynches
of the world, to leverage ourselves
so we can earn a decent living, and,
if desired, to grow our practices.
I’m just saying we’re stuck with a
“standard” for growing our firms
that simply is not working for many
of us.

Large staffs have obvious ef-
fects on the economics of the firm,
too. The morc pcople you have,
the more computers you need, as
well as phones, network nodes, fur-
niture, and so on. Some firms don’t
use technology that would make
them more cfficient because they
can’t afford to provide the technol-
ogy to all of their growing number
of staff persons. (There’s a chicken-
and-egg situation for you.)

Many principals becmoan the fact
that their gross revenues are grow-
ing at 30 to 50 pcrcent a ycar, vct
their own compcnsation ncver
changes. “If their expenses rise as

continued on next page
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continued from page 3

fast as their revenues, and they
can’t even raise their own salaries,
how will they crcate surplus cash
flow?

This brings us back to the ques-
tdon of valuation. Whose detini-
tion of value are we trying to satisfy
— our own, ot those of folks who
are frequently quoted in the finan-
cial press as valuation cxperts? 1
vour true values are aligned with
growth, and you’ve got the skills to
pull it off, go for it. Forget every-
thing I've said because it doesn’t
apply to you. But for those who
feel like they’ve been spinning their
wheels for years, consider this:
How much time could you have
spent improving setvices to clients,
strategizing about how to stay one
step ahcad of Mecrrill Lynch, and

simply changing your firm to mcet

NAPFAADVISOR
EDITORIALAND

ADVERTISINGPOLICY

The articles in NAPF.A Adwisorare
obtained from sources believed to be
reliable. The opinions expressed are
those of the authors and do not nec-
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the changing world around you if
vou didn’t have to waste one minute
dealing with emplovce problems?

"How much time
conld you have spent
improving services
to clients ... if you
didn't have to waste
one munute dealing
with employee
problems?"

Many of us have apparently for-
gotten an important lesson from
Business Administration 101. Of
course, it wasn’t framed in the con-
text of a service business because
we didn’t have a predominantly
service economy (at least not when
I was first studying business). The
lesson was in terms of manufactur-
ing, but it’s no less valid for firms
like ours. And thatis -- don’t make
somcthing yoursclfif you can buy it
better and cheaper from someone
else. Let’s now pur that in words
the owner of a fec-only planning
firm can relate to — don’t create a
staff function in-house that can be
accomplished better and less ex-
pensively by an independent busi-
ness person.

There 1s a2 new model for the
fee-only financial planning firm. I
doubt that it will ever replace the
“standard,” but it might make those
light bulbs go on above a few read-
ers’ heads. It’s the Virtual Finan-
ctal Planning Firm.

“Virtual” is a word that’s tossed
around a lot these days, and mcans
ditterent things to ditterent

1999

people. The definition T will use is
borrowed from The irtual Corpore-
#ion by William H. Davidow and
Michael S. Malone (HarperBusines:,
1992). Messts. Davidow and Malone
say...

“Traditionally, for something ¢
be virtual means that it possessed
the powers or capabilities of
somcthing clse...we have ex-
tended the idea of virtuality one
step further to reflect what is
going on around us today...a vir-
tual corporation...will appear al-
most edgcless, with permeable an:l
continuously changing intcrfaces
between company, supplicr, and
customers...even the very defini-
tian of employec will change, as
some customers and suppliers be-
gin to spend more time in the com-
pany than will some of the firm’s
own workers...it is [perhaps] better
to talk of the virtual corporation in
terms of patterns of information
and relationships.”

This is all thc more thought-
provoking when we realize thar it
was written before the World Wide
Web became a household phrase.

Somc of thc conccpts in this
definition may be a bit vaguc. Let
mec try to put them in clearer focus
for you. My concept of the Virtual
Financial Planning Firm appears in
the real world as a firm that is
extremnely nimble. Itisn’tburdene:d
by heavy overhead, committee-
think, or employee problems. It
makes full use of the lnterner and
other communications technology
to be almost instantly accessible t
both suppliers and clients. As a
result, response times are min -
mized so that clicnts feel important
and cared for, and the bonding pro-
cess is accelerated.

Perhaps the most distinguishing

continued on page 6




continued from page 4

featurc of the Virtual Financial
Planning Firm is its use of labor. It
finds in most instances that an em-
ployee is less advantageous than a
“free agent” (used synonymously
with “supplier” or “partner”). A
free agent is another business
owner, whether a simple indepen-
dent contractor or a corporation,
that is better suited to perform a
function our virtual firm would have
entrusted to an employee in the
past. The free agent is chosen
because it does the job better than
an employee can do, cheaper than
an employee can be paid to do it, or
both.

How can this free agent be both
better and cheaper? you ask. It’s
not that surprising, really. If I hire
a secretary, I must pay his salary
and payroll taxcs, give him bcn-
efits, vacation leave, and other
things that cost me time or money.
I must provide him with 2 cow-
puter, a high-quality printer, and
other expensive toys. 1 have to
train him, sometimes not just in my
methods, but in more clementary
things such as the Windows oper-
ating system or applicatnons soft-
ware. If he’s not right for the job,
T risk a lawsuit in dismissing him.

Now, suppose there was a per-
son or company who said to me,
"We’re expert at what we do. The
scrvices we offer include not only
secretarial work, but bookkeeping,
aitline teservations, meeting sched-
uling and other admin functions.
We don’t need to be in your office
to do it as long as you’te facile with

e-mail and the Internet. We have
all of our own equipment, soft-
ware, office space, and access to as
many of our own employees or in-
dependent contractors as we may
nced. We charge a flat houtly fec
for the wotk we do, so you don’t
need to be concerned about any of
the ancillary costs of having your

I n rzext morzt/) 5
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' David Dracker will
profile three fee-only -
[firms that are living

proof of the
- pombzzim‘ of being .
Virtual Pmanaal
Planning Firms.

own employee. And, if you’re not
satisfied, there are no strings...since
we have competitors, we have to
do a good job at a fair price and
intend to earn your trust.”

This would be quite different
from dealing with an employee,
wouldn’t it? Yes, you say, but don’t
you still have to hire such a firm,
acquaint it with your way of doing
things, and supervise it? True, but
it’s a different experience because
the independent provider is
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entreprencurially motivated. This
provider is often much quicker than
an ecmployee to come to the realiza-
tion that your client’s satisfaction
and welfare form the yatdstick for
mcasuring the success of what it
does.

What are the economics of such
an arrangement? Using virtual as-
sistants doing admin work as an
example, ir’s been my experience
that they might charge as much as
twice the base hourly salary vou
would pay an employee, but, by the
time you factor in the employce’s
add-on costs, training time, coffee
breaks, and occasional inefficiency,
the free agent is cheaper. And I've
often found that the free agent is
faster, too.

OK, but what does an enrire
Virtual Financial Planning Firm
using free agents in lieu of employ-
ees look like?

P’m awarc of a couplc of virtual
firms run by NAPFA members, and
there arc probably many more. (If
yours fits the descripdon, please e-
mail mc so that wc may set up 2
formal ideas exchange.) The firms |
will introduce vou to are New En-
gland Investment Management of
Stamford, Conn. (principal: Robert
Horowitz, MBA, CFA), Financial
Altcrnatives of La Jolla, Calif. (prin-
cipal: James Freeman, CFP), and
yours truly, Sunset Financial Man-
agement, Inc. of Albuquerque, N.M.

Next month we will meet these
principals and learn about their
firms in mote detail. .

David |. Drucker, MBA, CFP, is
president of Sunset Fimanciai
Management, Inc., in Albuguergue. He
writes monthly on a variety of financia;
planning topics for NAPFA and his

clients.



Second Opinion/David J. Drucker

ast month we discussed
the concept of the virtual
L financial planning firm and
noted that there are atleasta couple
of such firmas within the mcmber-
ship of NAPFA. This article will
profile three of those with which
I'm familiar: New England Invest-
ment Management of Stamford,
Conn. (principal: Robert Horowitz,
MBA, CFA); Financial Al-
ternatives of La Jolla, Ca-
lif. (principal: Jim Freeman,
CFP); and yours truly, Sun-
set Financial Management,
Inc. of Albuquerque, N.M.

Horowitz has beena fee-
only planner since 1991. He
is the sole employee of his
firm, which works for 25
clients. Jim Freeman has
also been a fee-only plan-
ner since 1991, He and his
brother, Dave, are the sole employ-
ees of their firm, and work for about
50 clients. And because 1 have been
fortunate enough to have received
more than my fair share of press
lately, you probably already know
more than you cver wanted to about
me and Sunset Financial. The raw
stats are that wec have about 50
clients also, and I’vc been a fee-
On]y advisor since 1983.

All of us have similar, distinct
rasks that must be accomplished
by our firms, including trading, ac-
count management, planning and
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pataplanning, secretarial/adminis-
trative, portfolio monitoring and
reporting, and bookkeeping. (We
are not forgetting business plan-
nmy and visionary activities, but
will assumc the principal is going
to be involved in these regardless
of business sttucture). Exhibir 1
(see page 26) shows how we imple-
ment each of these functons.

Becoming a "virtual” firm gives
practitioners the "freedom and
inclination to compensate their

principals generoush.”
-- Dave Drucker

Administrative support

Horowitz (New England) sharcs
an employee (though she is not on
his payroll) with several businesses
in close proximity to him, and he
also employs an off-site virtual as-
sistant. Financial Altcrnatives has
a private arrangement with an indi-
vidual, independent contractor to
do its admin work as well as other
functions. Sunsct uses Gal I'ridays
in Akron, Ohio, onc of many vir-
tual assistance (“VA”) firms grow-
ing up around the country.

New England’s virtual assistant

1999

NAPFA Members Explore Potential
of Virtual Financial Planning Firm
Part 2 of 2

docs everything that’s not client
scnsitive, c.g., scnding out the firm’s
newsletter or booking aitline tick-
ets. The assistant was located
thuough 2 newsletter service w
which the firm subscribes, and is
paid on an houtly basis.

While Horowitz can give and
receive some assignments to the
/A through face-to-face contact,

Financial Alternatives
and Sunset pick up the
phone, or use e-mail and
other forms of electronic
dissemination of work,
since their assistants are
in different cities or time
zones. While all of these
admin solutions work
well, Horowitz believes
his arrangement carries
the disadvantage that if
his on-site assistant is not
capable in all of the requirements
of her job, he cannot readily re-
place her without losing econo-
mies of scale, since her employment
is shared by several firms and her
hiring or firing is not his sole deci-
sion.
Bookkeeping

The three companies have sub-
stantially different bookkeeping
practices. New ingland does all of
its own bookkeeping, while Sunset
retains bill-paying {(done electroni-
cally) for maximum control over

continued on page 24




continued from page 22

money outflows. Financial Alter-
natives has a second independent
contractor (a private arrangement
with a friend) doing all of its book-
keeping, and Sunset has a retired
CPA bookkeeper who sends out
invoices and maintains its accounts
receivables. The bookkeeper sends

Sunset updated accounting via a
Quickbooks file attached to an
cmail cvety two weeks.

Account management

All firms that do discretionary
asset management neced someone
to assist in account management,
i.e., opening new accounts, closing

24 NAPFA ADVISOR NOVEMBER 1999

old accounts, transferring asscrs,
retitling accounts, and so on. This
1s one of the most difficult func-
tions to entrust to a free agent, duc
to the confidentiality of the infor-
mation. While one may not have
much hesitancy in hiring a virtual

continued on next page




continued from page 25
tracking and reporting doné by its
CPA firm, Financial Altcenatives
by an ex-dbCAMS employee, and
Sunset uses Asset Management So-
lutions of San Marcos, Calif.
Using the Web for
Marketing, Operations
Hand-in-hand with the virtual
nature of their operations is the
development of sophisticated Web
sites by New England and Sunset.
Horowitz finds a Web site to be a
great, non-threatening way for pro-
spective clients to get to know the

firm, by first going to its Web site
for gcneral information. Sunset
posts its ADV and all of its market-
ing information on its Web site.
NAFPA referrals with cmail ad-
dresses are automatically pointed
towards Sunset’s Web site to find
information on its services, its prin-
cipal, etc.

Partners handling the portfolio
reporting and/or asset management
duties for these firms can all get the
same downloads from Schwab or
othet custodians that the princi-

pals getin-house. This enables thes:
parenets to get the information mnte:
Centerpiece, Axys or dbCAMS, as
well as to track the status of trans-
fcrs or new accounts. Additionally.
with software like Schwablink, the
have access to forms nceded to ser
up new client accounts.

As the portfolio reporting agen-
works with the downloaded datz,
he also reports to the principals.
Horowitz’s accountant emails him
updated Axys files once a week,

continued on page 29

Sccretarial/ Shares a common, non-employee| Performed by “independent Gal Fndays
Administrative admin person with other small contractor #1" through 1170 Sutherfand Ave.
businesses in common office private arrangement. Akron, OH 44314
space along with a virtual 330-753-8881
assistant off-site. {www.galfridays.com)
Bookkeeping Does own accounting Performed by "independent Uses private bookkeeper
' on Quickbooks. contractor #27 through for client billing and scparate
private arrangemcnt. CPA for tax rcturn prep,
both based in Bethesda, MD:
Sunset pays own bills
Account Management Presently looking for an Performed by "independent ‘The Family Firm, Inc.
outsourcing arrangement. contractor #1° through 4720 Montgomcery Lane
privatc arrangement. Bcethesda, MD 20814
(private arrangement)
Planning/ Presently looking for an Some performed by The Family Firm, Inc.
Paraplanning outsourcing arrangement. “independent contractor #1" 4720 Montgomery Lane
through private arrangement. Bethesda, MD 20814
(private arrangement)
Trading Does all of own trading. Does all of own trading. Done in conjunction with
YieldQuest Investment Group
3575 Piedmont Road
Atlanta, GA 30305
888-465-8440
Portfolio Performed by New England's Recently this function was Asset Management Solutions
Monitoring/Reporting CPA firm. subcontracted to an 1645 S. Rancho Santa Fe
: ex-dbCAMS cmployee. San Marcos, CA 92069
760-752-1177
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continued from page 24

assistant for mailings — even mail-
ings to specific clients discussing
proprietary matters — giving a
stranger access to your clients’ ac-
count information is not something
one should take lightly.

New England is presently look-
ing for a2 means of outsourcing this
function, and has been deterred

thus far by the rcasons mentioned
above. Horowitz feels some ur-
gency to establish a pattnering re-
lationship for this funcrion since
client needs in this area are quite
often a “hassle,” requiring immedi-
ate responses for wire transfers or
other services clients often need in
a hurry. He is quick to say that an

Thornburg
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opportunity exists for a virtual as-
sistance firm to perform many re-
lated tasks needed by the virtual
financial planning firm rather than
limiting services to just admin ot
assct tmanagement functions —
something along the lines of an “op-
erations processing pool” that would
wotk for a number of advisors.
Portfolio management
Financial Alternatives and Sun-
set both have private arrangements
with individuals to carry out the
portfolio management function.
Thc same independent contractor
Financial Alternatives has used for
over six years for its admin work
also does this work. I have a pri-
vate arrangement with my former
firm (now called The Family Firm,
Inc) to continue using the asset
management cmployce who worked
for me when I was a part-owner of
that firm. That arrangement will
cud June 30, 2000, aud 1 will nced
to establish a new assct manage-
ment parmcring arraﬂgcmcnt.
New England is also searching
fora paraplanner relationship, while
Financial Altcrnatives and Sunsct
use the same partners for these
tunctions as for asset management.
Trading
All three firms have satisfactory
trading arrangements. As a CFA,
Horowitz prefers to do all of his
own trading. Sunset subcontracts
about 40 percent of its trading ac-
tivity to YieldQuest Investment
Group of Atlanta, which special-
izes in bonds and closed-end bond
and equity funds. Financial Alter-
natives does its own trading but
also relies on YieldQuest for fixec
income securities.
Portfolio reporting
None of these firms run their
own portfolio reporting sofrware.

New England has its portfolic
continued on rniext page




continued from page 26
while Sunsct is able (o automat-
cally download updated Center-
piece data mightly from Asset
Management Solutions’s scrver via
an cfficient Web transfor uility.
In addition to Web sites, an-
other staple of the high-tech vir-
tual financial planning tirm is irs
push for the paperless office. All
three firms use scaunners with im-
age retrieval capability to some
degrec. Sunset is currently finish-
ing up the scanning and disposal of
all client records, past and present,
for which the SEC does not require
originals to be on file.

the virwal firm are, likewise, sim-
plet than are required in most firms

with large staffs. While “servers”

must be state-of-the-art, internal

networks can be bare bones. New
R )

England deesn’t even need an in-

ternal network, while Financial

Aleesr

Sunsct find peci-
to-peer networks more than ad-
cquate for tethering their respective
three- and Two-computer systems.

Muach of the communication
between the firms and their part-
ners takes place in the form of
email, so high-speed modems and
fast Internet connectivity are im-
portant. Centralized databases,
h, may be somewhar less im-
portant than they are when many

employees

upy adjacent
ust enter or re-

trieve data on common clients to or

from a common databasc.

0nee
oL

workspaces and

South Region Conference

I G n'nt“re A Return to Comprehensive Financial Plan

Some of rhe mnovanve means
of data-sharing with partncts that
Financial Alternatives has imple-
mented include using
PeANYWHERE o allow jrariaers
to phone 1nto a server on which
client records arc maintainced, and
using the file-synching mechanism
in Geldmine, 1ts database sofrware,
to ensure that client records are
idenrical on the computers of both
the fitm and its partners.

Finding partners
How does one find good virtual

partncrs? Somc partncrs target
NAPFA members direce

Y-

‘ieldQuest Investment Group and
Assct Management Solutions, for
t

e

xample, were both exhibitors a

I'e
LO2 1 e: oAl

r

continued on pext page

Don’t miss this opportunity to lake a fresh look at the major issues in comprehensive {inancial planning today.

~ -

Aitend this year’s Souih Region Conference — The Big Picwire: A Reiurn to Comprehensive Financial Planning.

With seminars on the psychology of money, behavioral finance theory, trusts, financial planning for the elderly, you will learn how to

tie all the parameters of financial planning together and serve your clients’ growing needs. In addition to great roundtable discus-

sions and valuable networking opportunitics, the conference will include these nine insightiul prosentations:

a LY. A
MiGnay,

e “The Psychology of

by George Kinder ® “Whatever you Do, Don’t Look There,” by Kenaeth L. Fisher

* “Tools and Technologies for Utilitizing Software,” by Bart Francis ® “Cause and Effect Trusts,” by Myra Salzer

* “Wealth Management Index™ by Ross Levin
= “Financial Issucs of the Clderly,” by Karen Schacffor

* “Practical Approaches to Using Morningstar Principia.”

by Palimicr Jones

»

“The Role of Municipal Bonds in Individual Portfolios.”
by Patrick Luby
“Facing Ethical Dilemmas,” by Bill Prewitt

“Highlights, Kernals, and Pearls of Wisdom,” Bob Verex

Participants can also enjoy a basketball tournament, yoga sessions, and

attend a two-hiout ethics class that meeis CFP continuing education requifeinienis.

The Big Picture will be held November 11-13 in Atlanta.

To get a copy of the full conference brochure or obtain other information,

call Margery Wasserman at 800-366-2732 or Conference Chairman James E. Pearman, Jr. at 540-342-7102.
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the n"--‘;c-“:-a} conference in Wash-
ington, 1D.C. this past summer, i
'“‘dQue& advertises ¢ larl

the NAPEA Advisor.
Vntual assistants afre

I found mince by 'hs.pg-si -

stance through an amc!e in Tméer

eyx C';'}'*

where.

z

VAs at various “C’c sites, "ch as
http://staffcentrix.com/
sitemap.htm, or www.gava.org/
whois.htm. TFinancial Alternatives
found its virrual assistant through
a home-based business association.
There are many individuals pro-
viding professional secrerarial
services out of their homes who
can be located through one of
these associations,

Friends and even clients some-
times make good VAs. Many quali-
ficd women leave the workforce to
raise kids, or simply retire, and may
want to return to work with maxi-

1 flexibility at home. If they are
cnmpurer hrerate, they're ideal as
VAs. Financial Alternatives
success going this rourc, and Sun-
sctis now interviewing an old friend
of the family to takc up its assct

has had

discussion and de

355 W. D
1974,

Letteré {o the' E&itor-

The NAPFA Advisorwelcomes
ing to any published article or facmtatmg and enhancmg the |
pate of difficult and controversial issues
facing the fee-only planning and advisory profession. Allcopy
should be submitted on your letterhead and signed. Please
inciude a copy of the letter on 3 1/2° disk and state what word |
processing program was used. Ail correspondence and sub- l
missions should be sent to the NAPFA Administrative Office,

indee Road, Suite 200, Buffalo Grove, IL

function when its con-
tract ends with The Family Firm

Ine
2 diis .

management

1,

Many Benefits Accrue
All of the:

se Firmy - agree thatr ¢}
B—lﬁi' Pdd

have the fres 1 "“d ¢ inclina-

tion 1o compensate rhcxr principals

genemushf. !ncth of using only

i

believes a4 commercial office is nc-

essary for the tpes of clients he
serves; Treeman belicves he co dd
operate from humc otfice spacc as

ofEa 1 T oax 1-:; o P |
CIiCliive as ng )ulu CONMIMCToiai

space; Sunser F'}ds its three room

home office suite ideal for the o pe
of clicnts it serves \mdoua sad
ircd

affordable and non- di:,cnmmatorv)
tor large staffs., these virtus! em-
ployers can maximize benefits for
their one or two owner employees.
Sunset, for cxample, has a com-

bined profit-sharing and money pur-
chase plan for which it maximizes
contributions, and plans ¢ “"cn"-—
ally replace those mth a “onc-man”
defined benefit plan. 1t also has a
medical reimbursement plan with
no cap on the medical expenses it
can cover for its principal and his
family.

Another cconomy enjoyed by
the virtual financial planning firm
1s office space. Both New Lingland
and Financial Alternatives have
commercial offices, but they arc
scaled down to their needs, which
don’tinclude staff space. Horowitz

|etters to the Editory r::c:nnnd-

M

60089- ’

I

h,l
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P
>
%
-
>
>
v
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to the home office is the opporiu-

ity it gives the principal to tak: a
portion of his compensation as pay-
roll tax-free rent.

In fact, the cconomics of “he
virrual financial planning firm, in
general, often lead to greater prof-
itability than do thosc of the ta-
dittonal, mid-sized fec-only firm.
This allows the principal to ke
mortc out of the company, to lover
fees to competition-bea
cls, or some combination of the

ting loev-

tWwWo.

And lest you still think that Big-
gt is Beuer, cousider dhis.
recent annual release of its

I its
“Buxst
Finaacial Advisor Lisit” for 1919,
WWorth magazine both scaled buck
the number of advisours from 300 o
250, and gave a ncw cmphasis to
large financial services providers.
This had the combined effect of
significantly reducing the number
of independent and, particularly,
small financial
list. Yer, rwn of aur three
firms 1n this article made the 1€99

Warth list.

advisors from its

i 1i Cr

ihere 11gh RIST DO somaetning
to this sirmual financial planning
concept. [
P TP o
Daved |, Drucker, MBeL CFP i
presidin of Sansed Pocancal Man g

Y 1 .
mesd, Tne, in AVbngaergue, Flo porte
1:(‘5-'/’ hi i

APEA and fiie cliefs,

smaathly an o variety at fi




