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OVERVIEW OF 2018
ADVOCACY PRIORITIES
Each year our advocacy team, in consultation with
our Board, develop a list of priorities that provide
the framework for our advocacy efforts on behalf
of our members. As always, the 2018 list is consistent
with FSI’s mission of ensuring that all individuals have
access to competent and affordable financial advice,
as well as to products and services that can help
them reach their goals — all delivered by a growing
network of experienced independent financial
advisors and independent financial services firms.
The current political environment at the federal level
will likely affect our ability to advance some of our
legislative objectives in the coming year. We believe
that partisan gridlock will continue to grip Washington,
with the atmosphere possibly deteriorating as the
year wears on, and as lawmakers on both sides of
the aisle retreat to their separate corners after a
few months to gear up for the mid-term elections. In
light of this, we expect state legislatures to ratchet
up their level of activity.

GRASSROOTS CHAMPION —
COMMONWEALTH INVEST IN
OTHERS AWARD

The regulatory environment, on the other hand,
should be somewhat easier to navigate relative to
the last few years. We are hopeful that the SEC and
FINRA, consistent with the current administration’s

Little could Scott Schutte have imagined it at the time,
but an off-hand remark to a colleague about his son
led to the creation of a nationwide program that has
benefited thousands of children across the country
dealing with the trauma of cancer treatments.
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These programs offer employees terrific opportunities
for leadership experiences they might not otherwise get.

OVERVIEW OF 2018 continued from page 1 }

stated priorities, will pursue policies that result in
fewer unnecessary regulations on our industry, which
should allow FSI to better advance our members’
priorities and win desired improvements.

directly to business entities run and owned by
individual financial advisors, we are committed
to working with the SEC to find a resolution to
this problem.

Speaking about the regulatory landscape heading
into the new year, FSI Executive Vice President and
General Counsel David Bellaire said, “There’s no
question that regulations affecting the industry and
our members have declined this year, and we believe
there’s a real opportunity to work with regulators to
streamline and simplify regulatory requirements next
year.”

• Ensuring that States Do Not Create Adverse
Conditions for Our Members. In the wake of
Nevada imposing a fiduciary standard on
brokers and advisors, we anticipate other states
will pursue similar legislation, with the most likely
candidates being New York, Illinois, California,
Connecticut and New Jersey. Another likelihood
is that more states will introduce legislation to
create state-run retirement plans. As in the past,
FSI will monitor developments at the state level
closely and, when necessary, start a constructive
dialogue with lawmakers to educate them about
the industry to ensure that our members enjoy
a business-friendly environment free of unfair
competitive hurdles.

Following is an overview of what we anticipate will
be some of FSI’s most important advocacy objectives
in 2018:
• Workable Best Interest Standard of Care. FSI
will support efforts to establish a harmonized
standard of care that increases access to financial
advice and improves investor protections — all
without unnecessarily increasing costs or an
adding layers of complexity for financial
advisors and financial firmst o bear. We have
made it clear to both the Department of Labor
(DOL) and the SEC that we are committed to
a uniform best interest standard of care and
want to be a constructive participant in its
development.
• Simplifying the DOL Fiduciary Rule. FSI will seek
to take advantage of the recently announced
18-month implementation delay of the DOL
fiduciary rule to engage Labor Secretary
Alexander Acosta and the rest of his team to
encourage them to simplify the rule’s requirements
and coordinate their efforts with the SEC.
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• Reducing Burdens on Entities Operated
by Financial Advisors. As the regulatory
environment became more and more complex in
recent years, a growing number of independent
advisors have teamed together to form large
ensemble groups as a way to cut costs, streamline
processes and create succession planning
opportunities. SEC regulations governing
commission payouts, however, have not kept
pace with this burgeoning industry trend. Given
the various tax and operational implications of
not allowing broker-dealers to pay commissions

@FSIWashington

www.facebook.com/FSIinDC

• Independent Contractor Fix. Protecting the
independent contractor status of our members
has been a core issue for FSI for more than a
decade. We will continue to engage members of
Congress about this issue and begin the process
of searching for possible remedies at the state
level as well.
• High-Risk Brokers and Firms. We will support
reasonable regulatory efforts to protect investors
from financial advisors and firms who have a
demonstrated history of harming investors or
have failed to pay arbitration awards.
• Prevention of Financial Exploitation of
Vulnerable Adults. With elder abuse on the
rise, we remain committed to promoting the
passage of the Senior$afe Act and the adoption
of NASAA model legislation / regulation that
protects seniors from financial exploitation.
As always, we ask our members to bear in mind that
it is often very difficult to forecast what the advocacy
environment will look like months into the future. The
assumptions behind the advocacy priorities above
could change significantly depending upon midterm election outcomes or a range of unexpected
developments. We will continue to monitor events
that impact our members, and will provide updates
as needed when priorities adjust.

www.financialservices.org
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— Paula O’Shaughnessy
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It was early in 2009 when Schutte, an employee with
Boston-area financial services firm and FSI member
firm Commonwealth Financial Network, mentioned to
a co-worker that his eldest son Beck, then five years
old, had been diagnosed with a brain tumor and
was undergoing chemotherapy treatments at the
Dana Farber Cancer Institute in Boston.
Schutte described the difficulty Beck was having in
dealing with hair loss from the treatments. “I learned
then that there was a group of employees in our
Waltham, Mass., home office who were taking a
knitting class together,” recalled Schutte, now a
financial advisor with Lightship Wealth Strategies,
a Commonwealth-affiliated advisory firm. “After I
shared my story, we reached out to Dana Farber to
see if the hospital would have an interest in receiving
hats for some of the kids.”
And so “Chemo Caps for Kids” was born — a
grassroots effort created by Commonwealth
Financial Network employees that to date has led
to the creation of more than 4,200 custom-made
hats for children undergoing chemo treatments at 16
different hospitals across the country. Commonwealth
itself got involved by publicizing the group across its
employee and advisor community and by providing
funding to further its mission. Today, Beck is a happy,
healthy teenager. He’s a good student, plays soccer,
runs track, and is also involved in charity work.
Chemo Caps for Kids is now one of more than 40
philanthropic programs at Commonwealth, which,
like many FSI member firms, prides itself on a history
and culture of giving back to the communities in
which it operates and to causes across the country.
This rich heritage was recognized in September by
the Invest in Others foundation, which honored the
broker-dealer with its 2017 Corporate Philanthropy
Award in the Financial Institutions category. Founded
in 2006, Invest in Others (IIO) is the leading nonprofit dedicated to recognizing and supporting the
charitable work of financial advisors and the retail
advisory industry.
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IIO’s Corporate Philanthropy Award is given to
firms that demonstrate “an ongoing commitment to
encouraging philanthropic activities amongst their
employees, financial advisors and senior leaders.”
“Giving back is an essential part of who
Commonwealth is and always has been,” said Paula
O’Shaughnessy, Manager of Employee Relations at
Commonwealth, who for the past 19 years has been
known in the firm as one of the leading drivers of
its philanthropic efforts. She noted that philanthropy
has received even greater attention and focus at
Commonwealth in recent years.
In 2010, the firm launched Commonwealth Cares,
an umbrella 501(c)(3) charity, to maximize the
impact of all the philanthropic endeavors underway
among its home office employees and advisors.
O’Shaughnessy currently serves as one of five board
members of Commonwealth Cares. About two years
ago, she said, Commonwealth added ‘giving back’
to the five ‘pillars’ or core values that define the
company’s priorities and culture.

“

Giving back is an essential
part of who Commonwealth is
and always has been.

”

As a result of these initiatives, Commonwealth has
successfully nurtured a mutually-reinforcing culture of
giving back, in which employees and advisors enjoy
company support for grassroots programs they are
passionate about — like Chemo Caps for Kids — and
in which firmwide or management-driven initiatives
like the firm’s annual Volunteer Time Off Day — during
which employees are encouraged to use paid time
to volunteer in their communities — enjoy substantial
support and engagement from employees and the
advisor community.
The firm’s areas of focus are children and education;
the empowerment of women; and natural disaster
relief efforts. Employees and advisors recently
raised more than $100,000 in support of American
Red Cross hurricane relief efforts.
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“

We look
forward
to further
magnifying the
voice of our
industry and
our members.

”

LETTER TO MEMBERS
As we exit a challenging 2017, we look ahead to
2018 with a sense of cautious optimism. Whereas in
past years we frequently felt a sense of uncertainty
over the next potential twist or turn in the long DOL
fiduciary rule saga, we head into the 2018 election
year with an opportunity to, in a sense, hit the ‘reset’
button on the crucial issue of establishing a uniform
fiduciary standard of care.
With further implementation of the Department of
Labor’s burdensome regulation delayed until July
2019 and significant portions of the rule expected
to be altered during a thorough review process,
there is another chance for more experienced
regulators — namely, the SEC — to re-engage in
this crucial debate, and for us to weigh in more
comprehensively to help craft a fiduciary standard
that works for every key constituency: for advisors,
for firms and, most importantly, for Main Street
American investors.
We will be reaching out to you, our members,
throughout the year ahead to let you know about
opportunities to become personally engaged in this
exciting process.
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Our sense of cautious optimism is not limited to
headline national issues. Over the last several years,
as we have placed increasing focus on engaging
legislators and regulators in the states, we and our
members have developed strong relationships and
valuable experience that has positioned us as a
highly respected and influential voice in statehouses
across the country when bills or new rules are
considered that would impact our members.

In the past year, we successfully fought back
against bills to create state-run retirement plans
in five states, defeated potentially devastating
professional service taxes in Connecticut and
Illinois, and successfully advanced bills to protect
vulnerable senior investors in states across the
country.

FIDELITY CLEARING & CUSTODY SOLUTIONS
Powering transformation for banks, broker-dealers, and RIAs

Get the power to transform your business.
All from one location.

With another election season ramping up, we look
forward to further magnifying the voice of our
industry and our members by strengthening our
FSI PAC. We have dedicated new resources to
increasing awareness of the PAC and its importance
among our member community, and we look forward
to leveraging our experience and our members’
engagement to further expand our influence in
strategic congressional and senate races across the
country.

“

We will be reaching out to you,
our members, throughout the
year ahead to let you know about
opportunities to become personally
engaged in this exciting process.

Collaboration and planning tools

CRM integrations

”

We are also excited to have financial advisor Dean
Harman beginning his term as our Board Chair for
2018. We know he will be a powerful representative
for our advisor and firm members alike, and that
he will build on the tremendous accomplishments
of our outgoing Board Chair, Ladenburg Thalmann
President and CEO Richard J. Lampen.

Multi-custodial
data aggregation

www.facebook.com/FSIinDC

Clearing and custody

Of course, we are mindful that none of this would
be possible — including our positive outlook for
2018 — without the steadfast support of our
members. My team and I are deeply grateful for
your ongoing support, and we look forward to an
exciting and productive year ahead as we continue
to work on your behalf.

Portfolio tools

Advisory solutions

Introducing Wealthscape,

SM

the open-architecture, total advisor platform that gives you

access to our leading-edge technology, tools, and third-party solutions — with clearing and custody at our core.

Dale E. Brown
President and CEO
Financial Services Institute

Explore Wealthscape.
Visit go.fidelity.com/wealthscape or call 866.403.7283

Fidelity Clearing & Custody Solutions does not provide financial or investment advice.
Screenshots are for illustrative purposes only.
Fidelity Clearing & Custody Solutions provides clearing, custody, and other brokerage service
through National Financial Services LLC or Fidelity Brokerage Services LLC, Members NYSE, SIPC.
© 2017 FMR LLC. All rights reserved. 786090.1.0

@FSIWashington

Digital advice solutions

www.financialservices.org

“

“

…Part of FSI’s mission is
to play an active role in the
legislative process, tirelessly
working to build relationships
and start conversations
that will result in positive
outcomes for our members.

”

LEGISLATIVE UPDATE:
KEY BILLS IN CONGRESS
High-profile legislative debates concerning health
care and tax reform garnered big headlines and
kept cable news stations busy this year, and with good
reason. Nearly every American has a stake in those
issues, and our members are certainly no exception.
At the same time, there are countless Congressional
proposals each year that do not receive nearly the
same level of national attention but nonetheless have
profound implications for our industry.
That’s where the FSI Legislative Affairs Team comes
in. Their job is to ensure that every FSI member has
a seat at the table during the legislative process,
both regarding hot-button issues that attract national
attention and more under-the-radar measures that
may go unnoticed by most observers.
“We’re always trying to figure out what types of
legislation will most impact our members’ lives,” said
Robert E. Lewis, FSI Vice President for Legislative
and Political Affairs.
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“While in some cases our mandate is to meaningfully
impact bills that could adversely affect our
members, in most others we are looking to work with
lawmakers and advance issues that not only allow
financial advisors and financial firms to run better
businesses, but enable investors to secure a dignified
retirement,” says Lewis.
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The Senior$afe Act, which contains essential liability
protections for financial advisors and broker-dealers
when reporting potential instances of financial elder
abuse, is perhaps the best illustration of the FSI
Legislative Team’s approach. Last year, the House
passed the bill, only to have it stall in the Senate
after one lawmaker held it up and allowed the
legislative session to end before a vote could take
place. Undeterred, FSI went back to work at the top
of this year, re-engaging with our allies in the House
and touching base with Senator Susan Collins (R-ME),
who chairs the Senate Select Committee on Aging.
Thus far, our work has paid off. In November, the
House Financial Services Committee easily passed
the Senior$afe Act, while the Senate Banking
Committee later approved it as part of a broader
bill that beefs up consumer protections and provides
regulatory relief for banks and credit unions. The
decision to fold it into a larger measure on the
Senate side was, in part, a result of FSI’s strategy to
ensure it was attached to legislation that could pass
both chambers of Congress. Currently, the prospects
for the Senior$afe Act are promising, and we are
hopeful that it will become law at some point next
year.
Another bill under consideration in Congress on
which FSI has taken an active role is the Protecting
Advice for Small Savers (PASS) Act, which makes
fiduciary rulemaking the SEC’s responsibility. FSI is
committed to seeing this legislation through in order

www.financialservices.org

We’re always trying to figure out what types of legislation
will most impact our members’ lives.

”

to formalize the SEC’s central role in crafting a
uniform best interest standard of care and to help
advance the process of developing one. The bill,
which was proposed by Representative Ann Wagner
(R-MO), has made it through the House Financial
Services Committee and is now awaiting action in the
Senate. Based on our interactions with lawmakers,
we expect the Senate to take up the bill in 2018.
The Market Data Protection Act is a further example
of our involvement on the legislative front. The bill
requires the SEC, FINRA and the Consolidated Audit
Trail (CAT) operator to beef up internal cybersecurity
risk controls to better secure and manage market
data. The passage of this bill is urgent in light of
an SEC systems breach in 2016, which may have
exposed personally identifiable information — an
alarming development for our member firms,
financial advisor members and their clients.

FSI has built an ongoing dialogue with Representative
Warren Davidson (R-OH), a member of the House
Financial Services Committee, about this bill, which
his committee later passed. The sense of urgency to
move this along increases with each new revelation
that a high-profile company has been the victim of a
cyberattack and makes it likely that we will soon find
a partner in the Senate to make the Market Data
Protection Act law.
As the only organization advocating solely on behalf
of independent financial advisors and independent
financial services firms, part of FSI’s mission is to play
an active role in the legislative process, tirelessly
working to build relationships and start conversations
that will result in positive outcomes for our members.
As demonstrated by our efforts to get crucial
bills across the finish line, our approach is paying
dividends for independent financial firms, advisors
and Main Street investors.

GRASSROOTS CHAMPION continued from page 3 }

Start small. And…start with what
speaks to your heart!

”

Todd Estabrook, Commonwealth’s Chief Marketing
Officer, notes that the firm offers a generous match
for advisors’ and employees’ own contributions. It
also ensures that the theme of charitable involvement
is prominently featured at all national educational
conferences for advisors.
“We strive to differentiate ourselves with advisors
and prospective advisors, and we find that there is
tremendous interest in our ‘giving back’ programs,”
said Estabrook. “At our conferences, the giving back
programs are extremely well-attended and found
to be of value. Advisors frequently go back home
and end up calling us for guidance on how to set up
programs of their own.”
Estabrook and O’Shaughnessy both said that
successful
philanthropic
programs
provide
tremendous benefits not only for the recipients of the
generosity but also for home office employees and
advisors.
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“These programs offer employees terrific
opportunities for leadership experiences they might
not otherwise get,” O’Shaughnessy said. “In running
these programs, they have to do it all — from idea
generation to communication to raising money to
working with vendors.”
Estabrook cited another significant benefit: Higher
employee engagement that leads to high retention
rates. He said about 500 of Commonwealth’s 820
home office employees participate in giving back
programs during the year. And he proudly noted
that Commonwealth offices in Waltham and San
Diego have won 38 ‘Best Places to Work’ accolades
in recent years.
O’Shaughnessy is proud to note that a vast number of
her fellow FSI members are extremely philanthropic
in their own practices and communities. Asked for
advice on what FSI members interested in expanding
their own charitable efforts can bear in mind, she
said, “I get asked this all the time from our advisors
and simply say, ‘Start small. Start with one. And, most
importantly, start with what speaks to your heart!’”

7

www.financialservices.org

Client-Centric. Innovative. Transformative.
ONEVOICE PREVIEW
The collective voice of FSI will
be heard more loudly than ever in
Washington, D.C. and statehouses
across the country in 2018.

“

”

Even as the regulatory environment has eased slightly
over the last year, independent financial advisors
and firms continue to face obstacles on many fronts,
including protecting the independent contractor
status of our members; guarding against state-run
retirement plans; and enabling commission payouts
for ensemble groups.

At Pershing, a BNY Mellon company, we are passionate about the success of our clients.
When you succeed, we succeed. As you look to drive growth, manage costs, stay ahead of
regulations and attract the best people, Pershing stands ready as your advocate in today’s
evolving marketplace. Power your business with our flexible technology and innovative
financial business solutions. Take advantage of our industry expertise and dedication to
maximize opportunities to transform your firm—and help you provide a secure financial
future for your investors.
We are Pershing. Personally Invested

®

pershing.com

Thanks to the ongoing active engagement of our
members, though, the collective voice of FSI will be
heard more loudly than ever in Washington, D.C. and
statehouses across the country in 2018. And because
of that, we are confident we will be able to achieve
positive outcomes for our members, as well as for the
broader industry, on these and other important issues
in the months ahead.
It is against this backdrop that we will gather for
OneVoice 2018, slated for January 29-31 at the
Gaylord Texan Resort and Convention Center
in Grapevine, Texas (www.financialservices.
org/onevoice). This year’s program is filled with
education sessions tailored specifically for member
firm executives, with industry regulators and top
thought leaders sharing their insights on a range of
topics impacting the independent financial services
space. As always, the event will also provide
attendees plenty of opportunities to network with
peers and share best practices.
OneVoice 2018 will kick off with the Advancing
Women in Leadership Luncheon, a special preconference workshop bringing together female
executives to discuss professional development and
other issues important to women in today’s workforce.

©2017 Pershing LLC. Pershing LLC, member FINRA, NYSE, SIPC, is a wholly owned subsidiary of The Bank of New York Mellon Corporation
(BNY Mellon). Trademark(s) belong to their respective owners. For professional use only. Not for distribution to the public.
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Later in the day, Jeremy Gutsche will help to officially
kick off the conference during the opening general
session. Gutsche, the CEO of TrendHunter.com and
a New York Times bestselling author, will talk about
the perils of remaining stagnant in a continuously
evolving business environment. Using one-time titans
Blockbuster and Blackberry as cautionary tales, he
will challenge the audience to remain innovative,
adapt to change and to always think about new
ways their businesses can be disruptive.
Day two will feature a Firm CEO Panel during the
morning general session. Panelists Robert Moore,
CEO of Cetera Financial Group; James Poer,
President and CEO of Kestra Financial; John Rooney,
Managing Principal of Commonwealth Financial
Network and David Knoch, President of 1st Global
will share their strategies for growth and success.
Following the panel, Mel Robbins will headline the
afternoon general session, delivering her widely
praised Ted talk, ‘The 5 Second Rule: Achieve BreakThrough Performance in Your Career and Life,’ an
explanation of why people make the same mistakes
over and over and how they can break that cycle to
create lasting change.
As in past years, OneVoice 2018 will also have
dedicated discussion tracks: CEO; Compliance;
Due Diligence; Investment Advisory Services;
Marketing, Growth and Development; Operations
and Technology; and Supervision. These tracks will
give member firm executives the opportunity to
discuss important topics in an intimate setting with
recognized subject matter experts.
To find out more about OneVoice 2018 and to register
for the event, please visit www.financialservices.
org/onevoice. We look forward to seeing everyone
there — please make plans today to attend.
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I NVESTED

JUNE 6-8, 2018
ORLANDO, FLORIDA
STATE ADVOCACY WINS
When it comes to the work we do at the
Financial Services Institute (FSI), which
is advocating on behalf of independent
financial advisors and independent
financial services firms, the spotlight
almost always shines brightest on what
is happening at the federal level. What
happens at the state level, however, is
just as important.
We have developed very clear and constructive
strategies for influencing the regulatory and
legislative processes in states across the country to
protect advisors’ businesses and, just as important,
their clients.
10

Key state-level bills and rule proposals we have
been monitoring closely throughout 2017 — and will
continue to monitor in 2018 — include:

State-Run Retirement Plans: State legislatures
around the country continue to try to take voters’
retirement readiness into their own hands by
establishing state-run retirement plans for private
sector workers. Most of the plans proposed each
year would be based on a mandatory enrollment
(referred to as the ‘secure choice’) model.
We believe state-run plans would disrupt existing,
competitive marketplaces for retirement plan
services in each of the states where they have been
proposed. Moreover, operating such plans would
place enormous new burdens on state governments
across the country, which are already running on
extremely tight budgets. This is especially true since
the repeal in May of the DOL guidance that would
have exempted state-run plans from many of the
requirements of ERISA.

Don’t miss this award-winning conference where you’ll hear from more than 100 world-class
speakers and have the opportunity to network with over 2,000 financial professionals. Gain
insights and inspiration to build for the future, including how to profitably grow your business,
attract the right talent, streamline operations and plan for the changes ahead.

Learn More at
BNYMellonINSITE.com
#realinsite
Elite Sponsors

Strategic Partner

continued on page 13 }
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Revolutionizing the Way Advisors
Reach Out to Clients and Prospects
Everything you need to drive your business forward

Broadridge Advisor Solutions is the premier provider of
solutions-based marketing and reporting tools. We offer an
unmatched breadth of industry-leading sales, marketing,
education, and client communication systems, as well as
client data aggregation and reporting tools that enhance
advisor productivity. Our library of more than 3,500 marketing
resources helps advisors attract and convert prospects, service
clients more effectively, and increase sales.

For Advisors who want to:
Breakout from the crowd
Build market presence
Strengthen relationships
Elevate their professional reputation
Broadridge Advisor Solutions is the smart way to grow.

broadridge.com/advisorsolutions
© 2017 Broadridge Financial Solutions, Inc., Broadridge and the Broadridge
logo are registered trademarks of Broadridge Financial Solutions, Inc.

“

We will continue to invest in shaping future state legislation and
regulation for the health of our industry and the protection of investors.

”

STATE ADVOCACY WINS continued from page 10 }

FSI is pleased to note that, working alongside
our members, we successfully defeated state-run
retirement plan bills in six states this year. Even in
states where such bills have been defeated in the
past, however, advisors and firms must remain
vigilant and engaged in advocacy activities in order
to protect their businesses and clients from efforts to
re-introduce these measures. The bill we successfully
advocated against this year in New York, for
example, was first proposed in 2015 and has been
re-introduced every year since.
Professional Services Taxes: The financial advice
industry has, unfortunately, become a perceived
potential source of revenue for many states that are
facing budget shortfalls or may be seeking additional
sources of revenue. Just this year, we helped defeat
a bill in Connecticut that would have imposed a 19%
tax on income from investment management services,
and worked with NAIFA to help block an Illinois
measure that would have levied a similar 20% tax
on partnerships and corporations.
These taxes would have made financial advice more
expensive and less accessible to investors who now,
more than ever, need access to affordable financial
advice and services.
Preventing Elder Financial Abuse: While we may
disagree with state legislators at times, preventing
financial abuse of the elderly is one issue everyone
agrees we need to work together to address.
As advisors know, one of the key impediments to
protecting vulnerable seniors is the threat of litigation
against advisors and institutions, who intervene to
stop potentially fraudulent activity.
We were proud to support bills in 28 states this
year that will help combat elder financial abuse by
extending protections against litigation for concerned
advisors and institutions, including adoption of
the NASAA Model Act in several states. We also
helped shepherd a crucial measure through the
Texas legislature. We collaborated with a coalition
to draft legislation and had a prevention of elder
abuse bill introduced during this legislative session in

@FSIWashington
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“

We have developed very clear
and constructive strategies
for influencing the regulatory
and legislative processes in states
across the country to protect
advisors’ businesses and, just as
important, their clients.

”

Texas. The bill passed overwhelmingly and has been
signed into law by Governor Greg Abbott.
Additionally, the states and NASAA have been
instrumental in providing useful resources not only
for investors, but also to firms and advisors. NASAA
recently released a helpful worksheet listing the red
flags to look out for to spot abuse by a guardian.
The PA Banking and Securities Division issued an
entire toolkit to assist firms and advisors in learning
more about the issue and directing them to valuable
resources. Whenever these useful tools are released
we add them to our elder abuse resource page on
our website and also alert our members through
weekly communications.
What goes on in the states doesn’t always garner
a great deal of attention. But the work outside of
Washington, D.C. matters. And we will continue
to invest in shaping future state legislation and
regulation for the health of our industry and the
protection of investors.
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Dean Harman
Chair, FSI Board
of Directors
Founder and Managing
Director, Harman Wealth
Management Inc., LLC
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Q&A WITH INCOMING FSI BOARD CHAIR AND VICE CHAIR
When the delay on further implementation of the
Department of Labor (DOL) fiduciary rule until mid2019 was announced in November, many in our
industry understandably breathed a sigh of relief,
hoping that the regulatory environment in 2018
might quiet down somewhat. While we work to make
the next year less volatile than recent years from a
regulatory perspective, make no mistake: 2018 will
bring its share of challenges for our members. Strong
leadership on behalf of FSI and its members will be
as critical as ever.

“

Much of my focus in the coming
year is going to be making sure
that our members understand
and realize that their engagement
remains extremely important.

”

— Dean Harman

And our leadership team is ready. In January, Dean
Harman, Founder and President of Harman Wealth
Management in the Woodlands, TX, becomes the
second financial advisor in FSI’s history to serve
as Board Chair, taking the reins from Ladenburg
Thalmann President and CEO Richard J. Lampen.
1st Global President David Knoch, meanwhile,
succeeds Harman as Vice Chair. FSIVoice recently
spoke with both Harman and Knoch about their new
roles. Here are some highlights.

FSIVoice: What are your goals for the
upcoming year?
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Dean Harman: For FSI, dealing with the new
fiduciary era we’re in will remain our major
focus. I’m sure there will be more twists and turns
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“

2018 will bring its share of
challenges for our members.
Strong leadership on behalf of
FSI and its members will be as
critical as ever.

David Knoch
Vice Chair, FSI Board
of Directors
President, 1st Global

ahead, but my main priority will be to lead the FSI
charge as we navigate any ongoing developments.
Alongside Dale Brown and the FSI staff, we will be
pushing for a uniform best interest standard of care
to be developed and overseen by the SEC rather
than the DOL.
As for me personally, as the second financial advisor
to serve as Board Chair, not surprisingly I plan to
devote a great deal of attention to increasing and
improving advisor engagement in FSI in any way I
can. Joe Russo (Chairman and CEO, Advantage
Financial Group), who was the first advisor to serve
as Board Chair in 2012, did a great job of bringing
advisors’ front-line perspective on Americans’
financial concerns to his discussions with regulators
and legislators during his term, and I hope to build
on that in the year ahead.
David Knoch: Having a financial advisor as Chair
is great for FSI and for the industry. I will do all I
can to help Dean in getting more advisors even more
involved with FSI’s mission and its advocacy work. We
have a large number of highly engaged advisors,
but we have a great opportunity to move many from
being dues-paying members to being fully active
members who contribute to our advocacy efforts and
engage our legislators and regulators on key issues.
Dean and I will try to be creative about finding new
and different ways to reach out to advisors to find
out what it is that some of them need to be even
more engaged with FSI.

FSIVoice: In addition to the DOL rule, are
there other issues that you plan to focus on?
Harman: Again, as for the DOL, getting a workable
best interest standard is a huge priority. Beyond
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that, another area of concern is protecting seniors
from financial abuse. We favor the passage of the
Senior$afe Act and also the adoption of NASAA
model fee legislation. Another issue I’m keenly
interested in is that of payments to ensemble
practices. Current SEC regulations regarding
commission payouts are burdensome. With increasing
consolidation, this is going to become an even bigger
issue for advisors and firms in the future.

FSIVoice: With the recently announced delay
in the DOL rule implementation, are you
concerned that some in the industry might
become less engaged in advocacy efforts?
Harman: The delay was definitely a welcome
development. And it’s true that we might have
avoided the worst-case scenario. But the battle is
far from over, and there is still a great deal of
work to do to ensure that a uniform best interest
standard is ultimately established and that it is
workable for all: for clients, advisors and firms. So
much of my focus in the coming year is going to
be making sure that our members understand and
realize that their engagement remains extremely
important.
Knoch: If the DOL and SEC are fairly quiet and there
is less press coverage about the fiduciary rule this
year, then, yes, there’s a risk that there could be some
complacency. On the other hand, the industry also
has an opportunity to learn from the experiences of
the past few years, when we were often in a reactive
posture to the DOL’s rule proposals, and be more
proactive and engage advisors earlier in advocacy
efforts about a uniform best interest standard, in
order to shape the development of that standard
early on.
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FSIVoice: Dean, you have developed a
reputation as being very involved in
advocacy at both the state and federal
levels. Do fellow advisors ever ask you
where you find the time to run a practice
and be so engaged with advocacy?

“

The industry has an opportunity
to learn from the experiences of
the past few years…and be more
proactive and engage advisors
earlier in advocacy efforts.

”

— David Knoch

Harman: Yes, it does take time to engaged, but the
FSI staff has done a tremendous job in preparing
me and leveraging my time well. As for the time and
energy it takes, I’ve always been a strong believer
that if you’re fortunate enough to be working in our
industry, you ought to be as engaged as possible
and that you ought to do something to make a
difference. What that is may vary for people, but I
strongly encourage advisors to do what they can to
give back to further the profession.

FSIVoice: Is there anything else you want
to say to FSI members as you get started in
your new role?
Harman: I’m really looking forward to the year
ahead, and I want to thank Dick Lampen for his
support for me and his leadership for FSI. I also want
to thank Joe Russo, who helped pave the way for me;
he has already been terrific about offering advice.
To members, I can’t stress enough how important it is
for them to stay up to speed on the issues that affect
our industry, and get involved and to stay engaged!
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One key element of providing transparency…is developing
a detailed written business plan.

If it becomes clear that many of the seller’s clients
will not able to adapt to the new practice, says
Carroll, it may be best for the parties to walk away.
The structure of the transaction is also key. Often,
holding the bulk of the sale proceeds in escrow,
with periodic payments to the seller contingent on
the achievement of agreed-upon client transition
milestones, is the best way to ensure that both sides
have skin in the game.
Carroll also notes that, to the extent sellers have
not yet transitioned their client base to a fee-based
pricing model, they should look to make progress
on this front as soon as possible.

“

Sellers and buyers should be prepared
to implement a number of basic measures
in order to give their transactions a shot at
success in the fiduciary era.

”

EXECUTING SUCCESSFUL ACQUISITIONS IN THE FIDUCIARY ERA
As most advisors know, acquisitions in our industry
are not like acquisitions in most other markets. When
one advisor buys another one’s practice, very little
(if any) of the transferred value comes in the form
of hard assets; rather, the value for the buyer comes
from the client relationships that are shifted over to
the purchaser’s practice.
In the fiduciary era our industry has entered, these
client relationships are evolving. Whether a fiduciary
standard is eventually imposed by the Department of
Labor (DOL) or the SEC, clients are already coming
to expect that their advisors will act in their best
interests, and are demanding service models that
combine deeper client engagement — and a more
sophisticated understanding of their needs — with
greater transparency, unprecedented accessibility
and simplified pricing, among other considerations.
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For both buyers and sellers, this evolution means
that it is time to take a closer look at how client
relationships are handled throughout the course of a
sale or acquisition, as well as during the transitional
period that follows the completion of a deal.
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According to Jason Carroll, Managing Director
of Advisor Lending for Live Oak Bank, sellers and
buyers should be prepared to implement a number
of basic measures in order to give their transactions
a shot at success in the fiduciary era.
In order to realize the best potential outcomes,
however, both sides must go even farther to ensure
appropriate levels of transparency and a smooth
transition for clients.

The Basics
As Carroll puts it, “The basic goal for buyers and
sellers in a practice acquisition is to minimize what I
call ‘ripples in the lake’ — meaning that priority one
needs to be minimizing disruptions for the seller’s
client base.”
On a tactical level, this means identifying elements
of the client experience that may change as a
result of the sale — including, potentially, receiving
statements from a new broker-dealer or a shift to
a new pricing structure — and over-communicating
early on to make sure that clients will be amenable
to the changes.
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“The value ascribed to transactional business
has gone down in acquisition valuations, while
the value of recurring revenue has held about
steady,” says Carroll. “There is a feeling, though,
that if the DOL rule is formally implemented, the
value of transactional business could drop even
further — from 0.7x to 1x trailing 12-month revenue
currently all the way down to zero.”

Maximizing Value Through
In-Depth Planning
In Carroll’s experience, the factor that most often
distinguishes successful transactions from those that
struggle is the degree of transparency the seller can
provide into his or her business. One key element of
providing that transparency, he says, is developing
a detailed written business plan.
“FINRA requires a firm contingency plan to guard
against sudden illness or death, but in order to
execute a successful sale transaction, you need to
see a documented business plan,” he says.
“The business plan should show how the advisor
operates his or her business and enable another
advisor taking over to operate it with minimal
disruption. That’s what makes the business
sustainable and what generates transferrable
value. You would be surprised how many advisors
try to go into a sale process without one.”
Moreover, Carroll believes that transparency and
detailed business planning will become significantly
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more important in the fiduciary era.

“You would always want to see a business plan
as part of a transaction, but it becomes even
more important given the heightened fiduciary
expectations we are seeing today,” he says. “Deals
based on a handshake or assembled on the back of
a napkin are going to be more difficult to complete
going forward if buyers hope to maintain the kind
of deep client engagement they need to retain those
relationships post-closing.”

“

For both buyers and sellers…
it is time to take a closer look
at how client relationships are
handled throughout the course of
a sale or acquisition.

”

Reaching the Next Level by Reaching the
Next Generation
In a fiduciary environment in which building enduring
client relationships is the key to an advisor’s success,
Carroll also notes that potential sellers can further
distinguish themselves — and maximize their
business’ value — by taking a thoughtful and focused
approach to developing ties to their clients’ heirs
prior to commencing the sale process.
“Some studies have shown that over 90% of heirs will
switch to another advisor when their parents die,”
says Carroll. “So when we are considering whether
to finance an acquisition, we want to make sure that
the seller has a structured program of communication
with the clients’ heirs. If those relationships are not
strong enough to build on — and potentially transfer
to a buyer — then, when their parents pass away,
those assets could be gone.”
“Again, to build those relationships at a level that
is going to enable both the seller and the buyer to
fulfill a fiduciary duty to the next generation, the
seller needs to start early and approach it in a
systematic way,” he says.
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