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By now, the profession has come to terms with the idea of automated 
online investment advice, aka “robo” investing, where people 
can input their preferences and get assigned a model portfolio 

of ETFs that will be managed on their behalf.  No threat, my friends, 
because professionals like us can move the locus of our value proposition 
from asset management to face-to-face personal financial planning, and 
do THAT far better than a machine.
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  Now that Harold Evensky and 
Deena Katz have retired, the Insider’s 
Forum conference (September 24-26, 
Coronado Island, CA) could be their 
swan song presentations. Evensky will 
be addressing a variety of investment 
issues, including some of his changes 
in investment philosophy.  
 Katz will lead an interactive work-
shop that could turn most advisory 
firms’ marketing outreach and service 
offer completely upside down, turn-
ing the focus on the benefits to clients 
rather than the credentials of the firm.  
 The conference will also feature 
a very deep dive into incentive com-

•    
EARLY WARNING

pensation; Steven Kaye and Chris 
Schiffer of AEPG, Inc. will share 
their exploration into how to tie 
staff incentives to specific com-
pany performance metrics, how to 
incentivize prospect marketing and 
set appropriate individual goals for 
staff members.  See the full agenda 
at: http://www.insidersforum.com.  
Register before June 15 for the 
early bird rate, and use the cou-
pon code INSIDE2018 to receive 
an additional $150 discount for II 
subscribers—for the first registrant.  
(The second and can register at a 
deeper discount.)

 But what if there emerged 
an online platform that offered 
investment management, automated 
(zero physical paperwork) sign-ons, 
plus online automated (“robo?”) 
financial planning at a depth that the 
profession has never seen before?  
 What if this service was 
coupled with advisors located 
around the country who could 
provide face-to-face advice as 
needed?  Would THAT be a threat 
to the profession?  Or would it 
represent the cyborg planning firm 
of the future?
 These are the questions that 
are running through my mind 
as I talk with former Brookings 
Institution consultant Matt 
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person would be able to enjoy the 
equivalent of 124% more wealth 
during the full retirement period.
 “Efficient Investing is really 
just wringing out all the ways 
that individuals are unnecessarily 
losing money in their wealth 
management approach,” says 
Fellowes.  “One obvious form is 
if they’re managing their money 
in a way that is tax-inefficient.  Or 
using risk management approaches 
in the portfolio that are not looking 
at how a person’s risk preferences 
might vary by different types of 
future spending liabilities.”
 As you may have gathered, 
the portfolio management piece of 
Efficient Investing is not unlike the 
old “bucket” investment process, 
where different portions of a client 
portfolio are specifically allocated 
to different future spending needs.  
But there are some differences.  
The first is that the future spending 
needs are modeled more precisely 
than anything our profession has 
yet experienced.  

Fellowes, the founder and CEO 
of a new company called United 
Income, based in Washington, D.C.  
The firm counts among its seed 
investors the Omidyar Network, 
founded by eBay founder Pierre 
Omidyar.  A larger stake is owned 
by the Morningstar organization, 
and indeed Fellowes also happens to 
be, in his spare time, Morningstar’s 
chief information officer.  His 
background includes the founding 
of HelloWallet, a financial wellness 
platform for company employees 
that he sold to Morningstar in 2014 
for a reported $52 million. 
 “I honestly can’t tell you 
whether United Income is a 
competitive threat to financial 
planners, or an exit strategy for 
them, or just a better mousetrap,” 
Fellowes admits.  “I think there’s 
lots of opportunity out there for 
independent advisors and also for 
what we’re trying to do.”
 What, exactly, IS Fellowes 
trying to do?  “We feel like we’re 
taking a broader approach to 
wealth management, what we call 
the Efficient Investing Approach, 
which is effectively what good 
financial planners are doing today,” 
Fellowes explains.  “The really 
big difference is that we’re using 
technology and data in a new way, 
so that we can do it in a little bit 
more of a rigorous manner than is 
possible with the human mind.”

Modeling future expenses

 The Efficient Investing 
Approach is actually a lot more than 
just investing; it’s managing and 
modeling the financial variables of 

a person’s life (including, but not 
exclusively, the portfolio) more 
effectively.  The methodology 
is explained in some detail in a 
25 page white paper published 
by Fellowes and associates Lara 
Langdon, Lincoln Plews and Davey 
Quinn, which can be downloaded 
from the United Income website if 
you provide your name and email 
address.  The paper addresses what 
might be described as the inverse 
of ‘advisor alpha’—that is, instead 
of assessing the return value that 
can be provided by a financial 
planner’s astute asset allocation, 
asset location, tax management and 
rebalancing, the paper estimates 
the performance drag that would be 
incurred by an investor as a result 
of naive planning and modeling of 
things like asset cost, allocation, 
future spending patterns over time, 
social security claiming, and client 
lifespan.
 The conclusion: if those 
assumptions could somehow be 
optimized for a retiree, the average 

Matt Fellowes: The most 
important questions for 
investors and planners also 
happen to be the least-studied.
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 “The thing that used to drive 
me bananas when I used to study this 
stuff,” says Fellowes, “is: the two 
most important questions investors 
and planners need to answer is: 
when am I likely to die?  And: How 
much am I likely to spend before I 
die?  But those are probably the two 
least-studied questions in this space 
that we’re in,” Fellowes continues.  
“The inputs are usually based on 
off-the-shelf assumptions.”  
 The reader can quickly 
think of examples: Clients will 
spend 85% of their pre-retirement 
income in retirement.  Retirement 
expenses will rise smoothly each 
year tracking the inflation rate.  
Clients will die at age 90 or 100.  
Often there is no current portfolio 
allocation to future healthcare 
costs.
 Instead of relying on 
hoary rules of thumb, the United 
Income planning engine asks 

at restaurants, etc.) and, of course, 
healthcare.  They’re also invited 
to add in expensive future goals 
like bequests that the clients want 
to leave their heirs, paying for a 
grandchild’s college education, 
or future purchases of a boat or a 
second home.
 But do clients actually KNOW 
how much they’re spending today, 
enough to give accurate numbers 
to plug into the models?  Do they 
know how much that boat will cost 
in the future?  “We’ve found that 
by walking through it with them, 
and explaining it to them, we tend 
to get good estimates,” says Davey 
Quinn, United Income’s vice 
president of investments.  “The 
truth,” he adds, “is we’ve tended 
to get higher numbers than what 
they’re actually spending, which 
creates a conservative buffer.”

Expense trajectories

 Once the spending estimates 
have been collected, the data is fed 
into algorithms developed with the 
help of Erica Groshen, the former 

clients to input how much they’re 
spending currently in three broad 
categories: essentials (like food 
and shelter), lifestyle spending 
(like taking vacation trips, eating 

by Robert  N. Veres.   

      2018, Robert N. Veres.  All rights are 
reserved.  

 Please note: Inside 
Information is a copyrighted 
information service that may 
not be forwarded to non-sub-
scribers except with permis-
sion from the publisher.

Editorial offices:
1804 Garnet Avenue

Suite 510
San Diego, CA  92109. 

          E-Mail: bob@bobveres.com

Inside Information is published monthly 

©

The company’s software models a client’s
future expenditures based on historical data

across the population, based on gender, 
health profile, location and historical spending patterns.

Commissioner of the Bureau of 
Labor Statistics.  The calculation 
engine compares each client 
situation with public databases 
on aggregate expense trajectories 

in the U.S., given the clients’ 
gender, health profile, educational 
attainment, where they’re living, 
their household size and historical 
spending patterns for a similar 
population cohort.  The spending 
metrics for pre-retirees are based 
on the Bureau of Labor Statistics 
Consumer Expenditure data.  
United Income estimates its clients’ 
more complex post-retirement 
spending using numbers from the 
Health and Retirement Study and 
the Consumer Activity Monitoring 
Survey (CAMS), collected by the 
University of Michigan and the 
RAND Corporation.  “CAMS is 
really interesting,” says Quinn. 
“They took one cohort of people 
and tracked their spending over 
time as they age.” 
 United Income’s regression 
model compares each client with the 
datasets, and then it estimates how 
much the clients will spend in each 
segment, each year, going out into 
the future.  “We’re not suggesting 
that we can predict exactly what 
you’re going to spend,” Quinn 
admits.  “But we can get a baseline 
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to take.  Not surprisingly, most 
tend to opt to put this part of the 
overall portfolio in a low-volatility 
mix designed to just keep pace with 
inflation.
 For the future lifestyle and 
healthcare buckets, clients are 
asked the same risk tolerance 
question—what risk would you be 
willing to take with that portion of 
your future spending goals, on a 
scale of 1-10, where “10” would 
map to 100% equity?  
 “We’ve found that when you 
break the expenditures down into 
different components, it’s easier 
for people to understand and assign 
a risk score,” says Quinn.  “When 
you’re talking about their travel 
goals, the ‘going out to eat’ goals, 
people intuitively understand, okay, 
I don’t necessarily NEED those 
things.  So I can be a little risker 
there than I can with the essentials.  
The same with healthcare.  I don’t 
have much of a healthcare spending 
need now, but I may in 20 years 
and that cost will rise faster than 
inflation.”
 In fact, Quinn believes that 
many planning clients may be 
invested more conservatively than 
necessary, since the traditional risk 
tolerance questions are related to 
their overall comfort level with 
aggregate portfolio volatility, rather 
than specifically related to the risk 
that the assets that will need to be 
paying for future expenses will 
or will not fall short.  Separating 
the essentials bucket from the 
other future expenditures, and 
having most of the future essential 
expenses covered by pensions and 
Social Security, will lead clients 
to embrace higher-risk portfolios 

to help build out what your 
appropriate asset/liability mapping 
might look like.  We’ve found this 
to be more accurate than using the 
4% rule or 80% of preretirement 

to create personalized longevity 
estimates for both the client and 
whoever else in the household is 
reliant on these future investment 
outcomes,” says Fellowes.  That, 
of course, determines how long the 
portfolio will have to support the 
family, and informs the sustainability 
of the distribution plan.

Customized allocations
 
 Finally, the Efficient Investing 
Approach assigns each bucket 
its own unique asset allocation, 
in order to more closely map its 
growth to the future liability it is 
intended to pay for.  The actual 
allocation is determined by client 
preferences.  
 “You don’t want to take 
much risk for your future essential 
spending needs,” Fellowes explains, 
“so we automatically match the 
future essentials expenses with 
your annuity income or a pension 
plus your Social Security checks.”  
If the portfolio has to cover some 
additional portion of those future 
essential expenditures, clients will 
be asked how much risk they want 

Essentials spending, lifestyle spending and healthcare 
spending all get their own "bucket" in

the overall portfolio, and each is assigned
its own unique risk tolerance preference.

income.”
 More accurate, how?
 “One thing we’ve learned 
is that spending is not constant 
over time,” Quinn explains.  For 
instance, he says, the spending 
data can be thrown off if the 
client is still making payments 
on a home mortgage.  When the 
mortgage is paid off, the spending 
in the essentials category (food and 
shelter) takes a sudden drop.  
 Outside of that, spending on 
essentials tends to be consistent 
on a year-to-year basis from the 
retirement starting line to the grave.  
Not so lifestyle spending, which 
usually spikes in the early years of 
retirement and degrades over time.
 The CAMS survey also 
collects data on the health of 
the participants, which led 
United Income to start modeling 
each client’s future healthcare 
expenditures.  “We adapted their 
questions, like whether you 
smoke, do you have diabetes, how 
much you drink and so forth,” 
says Quinn, “and we compare the 
responses to the CAMS data on 
how much people were spending 

on healthcare.”
 This health data is also applied 
to actuarial tables, to improve on 
those rule-of-thumb estimates 
of client longevity.  “The goal is 
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overall, knowing that no matter 
what happens on Wall Street, 
they’re in little real danger of 
having to subsist on cat food under 
a cardboard box in a vacant lot.

Model transitions

 United Income’s model 
portfolios are composed of ETFs, 
whose expense ratios, all-in, come 
to less than 20 basis points a year.  
The Efficient Investment Approach 
white paper spends a lot of time 
talking about the inefficiencies 
created by high portfolio-related 
expenses, and the company’s 
investment management walks the 
talk.
 What if clients have 
existing investments—as they 
always do?  Uniquely, among 
the online investment platforms, 
United Income can accommodate 
outside assets, either temporarily 
or permanently.  “We have 
an algorithm for their taxable 
investments, where we can 
gradually transition the clients out 
of those positions into our models,” 
says Fellowes.  “If clients have an 
emotional affinity toward one or 
more of their investment positions, 
we’ll be able to accommodate that 
as well, to the extent that we think 
it’s responsible.”

Social Security modeling

 A third planning inefficiency 
described in the United Income 
white paper is the average 
investor’s inability to navigate a 
variety of complex public policy 
issues and opportunities—notably 
including inefficient Social 

 The difference is between 
telling clients that it’s better to wait 
until age 70 before claiming Social 
Security income benefits, and 
telling clients how to use various 
claim and suspend strategies to 
receive benefits today and then 
switch to higher benefits in the 
future.  To design its Social 
Security modeling algorithms, 
United Income hired Howard Iams, 
the newly-retired economist who 
built the benefit estimate engine at 
the Social Security Administration.  
 “He’s come over to our team 
and duplicated what he did there,” 
says Fellowes.  “At this point, 
we have about 80% of the Social 
Security handbook digitized, which 
allows us to simulate hundreds of 
different claiming strategies and 
the expected wealth outcomes 
alongside all the different 
investment alternatives that you 
have for each of them.  That,” he 
adds, “allows us to get to a much 
more optimal Social Security 
claiming strategy for the household 

decisions on things like asset 
location and Roth conversions.  
“We’re just scratching the surface 
of the tax code,” Fellowes admits.  
“We’ve done more than anyone 
I’ve seen out there, but we’ve got a 
long way to go.”

Improving resilience

 The fourth area of consumer 
financial inefficiency, as outlined 
in the United Income white paper, 
is around modeling potential 
disruptive financial events in the 
future.  “Using Monte Carlo to 
simulate future market outcomes 
tends to ignore the more impactful 
LIFE outcomes, and how someone’s 
financial circumstances can change 
dramatically in the future,” says 
Fellowes.  “Those life events turn 
out to be a lot more consequential 
to wealth outcomes than market 
events.”
 Most planners are familiar 
with these shocks to the plan: a 
cancer diagnosis, someone laid 

United Income uses government survey
data and algorithms to

simulate not just future market outcomes,
but also future LIFE outcomes.

Security Planning.  Fellowes thinks 
that there is considerable room for 
improvement in this area in the 
planning profession.  “The Social 
Security advice that I’ve seen out 
there is largely geared toward 
maximizing your Social Security 
benefit, rather than optimizing your 
Social Security benefit,” he says.  

than has been technically possible 
in the past.”
 The company also plans to 
model future tax policy, working 
with former Deputy Assistant 
Secretary for Tax Analysis 
(currently a senior fellow at 
Brookings) to create forecasting 
algorithms that will help drive 
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off and forced to retire three 
years earlier than anticipated, a 
grandchild that needs support for 
education—all of which can force 
all parties to throw the original 
financial plan out the window.  
 “There are any number of 
these life outcomes that can be just 
as impactful to a client’s financial 

United Income's plan estimates the probability of success
across millions of possible market and life outcomes,

and gives an ongoing summary of total wealth.

situation as those rare black swan 
events that so seldom happen 
in the markets,” says Fellowes.  
“Everybody is concerned that the 
Monte Carlo simulations don’t 
account for black swan market 
outcomes,” he adds.  “But they 
are disregarding the fact that even 
more impactful ‘black swan-
like’ events happen every single 
day in this country, for different 
households, based on their changes 
of life.  We felt, from a wealth 
management perspective, that it is 
important to get a handle on those 
life outcomes, and the probability 
of them occurring in the future.”
 United Income uses Monte 
Carlo analysis to model potential 
high and low-return investment 
scenarios.  But how does the system 
model for these life-changing 
events?  Simply by adding more 
‘life event’ variables to the 
Monte Carlo model.  Fellowes 
is working with an undisclosed 
tech company that is applying 
population statistics to model a 

lot of unplanned life event shocks 
into the Monte Carlo analyses of 
client future expenditures, which 
allows the company to evaluate—
and, potentially, improve—the 
resilience of each client’s financial 
circumstances.  “Their technology 
allows us to simulate, for each 
individual, not the hundreds of 

outcomes that Financial Engines 
and Morningstar and others do, 
but millions of potential outcomes 
based on a lot of non-investment-
related shock scenarios,” says 
Fellowes.  “And so, at the end of the 
day, what we’re recommending to 
an individual is a plan that survives 
in the most number of future life 
and future market outcomes.”

Planning deliverables

 That’s the up-front planning 
process, which (as you’ll see in a 
minute) clients can do online or 
face-to-face with a United Income 
planner.   The plan output, delivered 
online, delivers a recommended 
household investment allocation 
that takes into account held-away 
portfolios, and some or all of 
the money can be automatically 
invested with United Income.  The 
planning engine also produces 
a recommended Social Security 
claiming strategy and dates for each 
client partner, and a personalized 

longevity estimate for both partners.
 Clients get a personalized 
spending forecast for their lifestyle, 
health and essentials expenditures, 
a monthly and annual budget for 
the rest of their lives, and a monthly 
tax-optimized withdrawal plan that 
solves for a “retirement paycheck” 
that will automatically be delivered 
monthly.
 Finally, the plan estimates 
the probability of success across 
millions of possible market and life 
outcomes, estimates the lifetime 
wealth that the plan is expected to 
create from tax savings, fee savings, 
retirement benefit increases and 
investment returns, and gives an 
ongoing summary of total wealth.  
For people over age 70 1/2, there 
is an estimate of the required 
minimum distribution from all 
accounts (whether managed by 
United Income or not).
 “Members can get a financial 
plan with or without a financial 
planner,” says Fellowes.  “The 
software is designed to be used with 
an advisor, or without, depending 
on the comfort level of the client,” 
he adds.  “But we find that all of 
our clients will eventually want to 
talk to an advisor, either in person 
or over the phone.”
 Like the investment robos, 
United Income has an automated 
account transfer protocol, and like 
Betterment and Wealthfront, this is 
implemented with Apex Clearing as 
the back office.  “Apex has worked 
with us to build a digital “signature” 
tool that allows a member to “sign” 
the transfer documents by checking 
a box on a web page,” says Fellowes.  
“There is no need to download a 
Docusign plugin and figure out the 

6
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signature process.  The member 
checks a box, pushes a button, and 
the account transfer process begins.  
Our members are able to avoid all 
physical paperwork. They receive 
customized, United Income-
branded account statements 
digitally.  We have the tools and 
access to raw data that allows us 
to build our own reporting suite for 
our members.” 

Tiered service
 
 United Income does not 
plan to offer its algorithms, 
models, auto enrollment system or 
planning software to the planning 
community on a white label basis.  
Instead, the company plans to work 
with clients either directly—as the 
profession’s first robo-planning 
system, or, if clients prefer, face-
to-face with a growing network 
of planning professionals hired by 
the company.  “How much human 
and how much robo is in the mix 
should be determined by a variety 
of things,” says Fellowes; “among 
them how much customization 
somebody needs, how much money 
they have, and of course how 
complicated they are.  We talk to 
people in person, on the phone or 
video conferencing, depending on 
where they’re comfortable.” 
 The pricing is tiered.   The 
most robo-esque offering costs 50 
basis points a year for accounts 
with at least $10,000; clients input 
their estimated expense data and 
risk preferences for the different 
buckets, and get all the planning, 
recommended portfolios and, if 
they’re retired, the monthly checks.  
 Or clients can get the online 

planning system plus an annual 
check-in with a human advisor 
for a $600 minimum yearly fee, 
or 60 basis points on the portfolio, 
whichever is larger.
 For 80 basis points on the 
portfolio (dropping to 65 on assets 
over $1 million), or a $2,400 
minimum fee, clients can get a 
dedicated human financial advisor 
to help them gather and input their 
expense information, get help 
with Social Security and Medicare 
applications, plus concierge advice 
on things like travel opportunities 
and finding care options for aging 
parents.
 “The bulk of our members, 

76% currently, are in the full-
service model,” says Fellowes.  
“What’s interesting about the 
concierge service,” he adds, “is 
that we’re discovering that a lot of 
recent retirees struggle to figure out 
what to do with their time.  So we 
find ourselves taking on the role of 
lifestyle coach, connecting people 
with local educational opportunities, 
helping them enter second or third 
careers, identifying volunteer and 
entertainment opportunities.”  The 
company planners are trained using 
a manual created with the help of 
the AARP and the Stanford Center 
on Longevity, where Fellowes has 
served as a board member.

7
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Succession opportunity

 United Income may also 
be a succession opportunity for 
established advisors.  The firm is 
selectively purchasing established 
practices and hiring the founders 
as part of the offering.  The 
arrangement offers smaller firm 
owners a chance to get a back office 
that will handle the compliance, 
bookkeeping, billing, reporting—
and marketing.  “We’re not really 
interested in the rollup concept,” 
says Fellowes.  “We’re MUCH 
more interested in people who have 
built up their client list, and are 
really nurturing those relationships 
and trying to find added value.”
 United Income has also hired 
some younger planners who are 
willing to take over the clients 
of planners who are selling in 
anticipation of retirement.  For 
the acquisitions, the sweet spot 
is between $50 million and $200 
million, although the initial 
acquisitions so far have included 
firms larger and smaller than that 
size band.
 One of the value-added 
pieces that the firm is looking for 
is thought leadership that can be 
added to the United Income value 
proposition.
 For example?  “I was meeting 
with a gentleman yesterday who is 
a real intellectual, and he’s really 
interested in commodities, and has 
done quite a bit of research, written 
some books, and is interested in 
being part of the investment team 
to think about how commodities 
fit into the overall approach,” 
says Fellowes.  “There’s another 

individual who is really focused on 
financial planning and building out 
more functionality that will handle 
more use cases in the software.  
We try to figure out what you’re 
interested in and see if there’s a role 
for you to play here.”
 One advisor who has sold his 
firm to United Income is Bob Bolen, 
founder of the Touchstone Pathway 
client questionnaire technology 
that was profiled in this publication 
(February 2018 issue), whose 
Envision Wealth Planning firm 
is now a branch office of United 
Income.  “They found me through 
my listing on Succession Link,” 
says Bolen, “but I was there as a 
buyer of firms, not a seller.  They 
called me and said, we’re interested 
in talking with people.  Would you 

have an interest?”
 At the time, Bolen was in the 
process of negotiating a merger 
with a local firm whose owner he 
has known for the past 10 years.  
He had a brief conversation with 
Ben Meirowitz, United Income’s 
Vice President of Member Success, 
mutually trying to decide whether 
there was a fit.  “They told me what 
they were about, I told them what 
I am about, I went to see them, got 
an offer that I thought was pretty 
good,” says Bolen, “and then the 
next day I called them up and 
turned them down.”
 Why?  “I said it was too 
much of a robo arrangement,” he 
explains.  “I didn’t think it was 
really financial planning, which is 
what I want for my clients.”

8
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 Bolen received a followup 
phone call, this time not to negotiate, 
but to find out more about Bolen’s 
definition of financial planning, 
which was apparently something 
the firm hadn’t considered in its 
fancy algorithms by Washington 
economists.  “He said, I want to 
hear more about life-centered 
financial planning, and what that 
means to you,” says Bolen.  “We 
talked about using your money 
to support your life, not the other 
way around, and the tools I’ve 
been using to get at what’s really 
important in a client’s life.  I shared 
with them Ted Klontz’s reflective 
listening techniques and Kinder’s 
three questions, and they were like, 
‘Wow!  That’s really good!  Do 
you think you could mentor other 
advisors on how to do that?”
 During several followup 
conversations, Bolen decided 
that the United Income approach, 
though subject to improvement, 
actually WAS financial planning.  
He negotiated a sale where he 
received an up-front payment, 
deferred payments and stock (the 
actual deal structure and amounts 
are confidential), and also a 
commitment that he will stay 
on for two years and teach other 
United Income advisors how to 
conduct life-centered initial client 
interviews.  “The consulting part of 
it, the chance to make a difference 
in how they were working with 
clients, was intriguing to me,” says 
Bolen.
 In addition, the agreement 
stipulates that Bolen’s Nashville 
location will become a branch office 
of United Income, which will serve 
the surrounding area and continue 

income stream or an asset, but you 
don’t have to do these things online 
if you prefer to use me or the other 
representatives of United Income.”
 The bottom line, he says, 
is that the firm seems to have a 
genuine desire to help and serve 
clients, including his.  For Bolen, 
that was an issue more important 
than the actual dollars and cents.  
Plus, he says, the firm agreed to 
provide consulting time for him to 
make improvements in Touchstone 
Pathway.  
 “I would say they were 
extremely flexible in how they 
wanted to help me while I was 
helping them,” Bolen concludes.  
“It’s only been four months into the 
transition,” he adds, “but so far, so 
good.”

End game?

 Despite the fancy technology 
and what may be the world’s first 
robo-financial planning offer, 

on the growth of assets rather than 
the improvement in the quality 
of advice and service.  “We are 
really focused on growing our 
long-term value proposition for 
the client,” he says, “which is: we 
would like to become a holistic 
wealth management solution.  
And that means, today, that we 
provide investment management, 
financial planning, some day-to-
day money management, some tax 
management.  As we go forward, 
we’d like to provide more and more 
of these services.
 “The intent,” he adds, “was 
to build something very new and 
different, that has the capacity to 
scale to a global solution.  With 
this Washington, D.C. policy 
network, I know a lot of people 
who are involved in research and 
public policy.  With the blessing 
of Morningstar, we have a nice 
combination of resources that we’re 
bringing to bear on a very tough 
set of problems that any financial 
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Bolen negotiated a sale of his practice
for up-front and deferred payments plus

United Income stock.  And his office
will become a branch office of the firm.

to offer face-to-face contact with 
Envision Wealth Planning’s clients 
as they transfer to the new firm.
 How is the transition going?  
“I was using MoneyGuidePro,” 
says Bolen.  “But United Income’s 
planning software is easier to grasp, 
and the clients like the interface.  
I’m telling them, you can add a 
goal, you can add a resource, or an 

United Income currently has just 
7 planning professionals on staff.  
Total assets are under $500 million, 
after seven months in business.  So 
naturally I asked: what is the end 
game here?  If all of your plans 
come to fruition, what will this 
company look like in 10 years? 
 Fellowes thinks this is the 
wrong question, because it focuses 
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planner would be familiar with.”
 I started this article with a 
series of questions that came to mind 
as I was talking with Fellowes and 
Quinn, but of course the company’s 
model raises other questions as 
well.  My guess is that some readers 
have been asking, as they read the 
profile: “How new and different is 

Over the years, the balance between
human and computer advice has shifted

from 100/0 to something like 70/30 with the advent of 
sophisticated software.  UI could take it to 40/60.

all this, really?”
 On the surface, it’s hard not 
to feel a certain respect for a startup 
that includes among its consultants, 
in addition to Iams and Groshen, the 
former chief investment officer of 
non-traditional strategies at SEI, Inc. 
(James Smigiel); a former deputy 
chief of staff for the U.S. Centers 
for Medicare and Medicaid Services 
(Tim Gronninger); a former U.S. 
Senator (Peter Fitzgerald); a former 
senior advisor at the U.S. Treasury 
Department (Mark Iwry); A former 
director of policy research at the 
Social Security Administration 
(Kevin Whitman); a former chief 
revenue officer at AOL, Inc. (Ned 
Brody); the head of the Vanguard 
Center for Investor Research (Steve 
Utkus); and the former president 
and CEO of AARP Services (John 
Wider).  But there’s really nothing 
new about inexpensive index (ETF) 
investing or model portfolios, and 
one has to assume that eventually 
TD Ameritrade, Schwab, Pershing, 

Fidelity and Shareholders Service 
Group will incorporate the 
onboarding conveniences that 
Apex Technology has provided the 
various online asset management 
(“robo”) firms, and finally (we’re 
all becoming impatient) make 
them available to the rest of the 
profession.

 Matching current assets to 
future liabilities is commonplace 
in the pension field, and the bucket 
approach to assigning which parts 
of a portfolio go to which future 
expenses is not a totally new idea 
either, though not commonplace 
in the profession.  Many planners 
(though certainly not all) are giving 
great Social Security claiming 
advice.  And it’s fair to ask 
whether modeling future retirement 
expenditures based on survey data is 
more useful than just knowing that 
retirees tend to spend more in their 
earlier years and that you need to 
have a reserve for those inevitable 
unexpected financial black swans.  
 Even the online planning is not 
really new.  Both MoneyGuidePro 
and eMoney allow clients to model 
their financial situations online, and 
both seem to see those capabilities 
as their greatest avenue for upgrades 
and improvements.
 My sense is that United 
Income is going to nudge the 

profession forward on a path it’s 
already on.  Forty years ago, the 
planning service was 100% human-
provided, 0% from a computer 
(unless you count the HP 12-C).  
 Thirty years ago, with the 
advent of increasingly sophisticated 
software, we began to see a cyborg 
model emerge, where the service 
was 80% human, 20% software.  
 Today, new planning, CRM, 
rebalancing and tax-loss harvesting 
tools are driving us toward 70/30.  
In the future, all the new platforms 
that let you outsource the whole 
investment management process 
(except, of course, for the hand-
holding) may be nudging that 
mix a little further, toward 60/40, 
particularly with younger clients 
and less complicated cases.
 United Income’s online 
planning capabilities have lured at 
least a few clients seem to a radical 
0/100 advisor-to-computer mix, 
while still delivering the modeling 
we associate with financial 
planning.  Most of the others are 
certainly below that 60/40 norm, 
which seems to me to be a clear 
premonition of the future.
 Meanwhile, United Income 
is showing where the time savings 
from this increasing robo-izing 
can be “reinvested:” in a variety 
of real-life concierge services that 
many clients might appreciate more 
than hard-to-evaluate things like 
financial advice. 
 If the company really gets 
off the ground—and I think 
it will--then United Income’s 
competitive offer to consumers 
could move an increasing number 
of planning firms away from those 

10
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rule-of-thumb assumptions about 
retirement expenditures, longevity 
and portfolio sustainability.  It may 
move us toward allowing clients 
to do more of their plan modeling 
online.  Some planning firms may 
feel compelled to finally do the 
research and raise the sophistication 
of their Social Security-related 
advice.  The concierge services that 
United Income currently offers may 
eventually become a mainstream 
part of the planning service menu.
 I can even envision some 
client portfolios becoming more 
aggressively allocated.  The bucket 
approach is a great way to help 
clients understand the complicated 
idea of matching today's assets to 
future liabilities.  At the least, many 
advisors might want to take a second 
look at their retirement models, and 
see if they'd make any changes once 
they match Social Security, annuity 
and retirement plan income with 
future basic necessity expenditures.  
 Will we start to apply 
FinaMetrica risk tolerance 
assessments to specific segments 
of client portfolios?  Will the 
profession use the bucket approach 
as a way to mainstream the pension 
industry’s asset-matching concepts?
 I think United Income is 
proposing a better mousetrap, 
and I expect the profession to 
respond. Over time, there will 
be a new assessment of how to 
most efficiently provide financial 
planning services and how to do a 
more sophisticated job of modeling, 
explaining and serving.  There is no 
reason not to borrow freely from the 
insights that Fellowes and his team 
have brought to our profession.

11

Most of you are familiar with 
the various websites that 
allow you to post work 

you want done online, connecting 
you with free-lancers who will bid 
on it.  You can get someone to design 
your logo, paint your house or build 

Crowdsourced Compliance
Synopsis:  Are you looking for somebody to take on some 
of the compliance busywork on your desk, or expertise your 
CCO hasn’t yet acquired?

Takeaways: There’s a large and growing network of com-
pliance professionals across the country who are largely in-
visible—including former state and SEC securities regulators 
and ex-CCOs at large advisory firms.

and night without finding that ex-
state securities regulator or former 
SEC examiner who knows how 
it has to be done and enjoys doing 
what you regard as a painful chore.
 For that, you need Complect 
(http://www.complect.co).
 Complect may be the simplest 
service this writer has ever had to 
describe: it crowdsources a growing 
number of people who do free-
lance compliance work for a living: 
compliance consultants, former 
regulators and individuals who have 
served as CCOs of large advisory 
firms.  You post what you need—
like, say, a revision of your code 
of ethics, a second pair of eyes on 
your marketing materials or a mock 
audit in advance of the visit by the 
state examiners—post your budget 
allowance or what you expect to 
pay, and compliance professionals 
around the country bid for the work.  
 “There are a lot of one-to-four-
person consulting firms out there 
that nobody knows about,” says 
Hahn Nguyen, a former consultant 
with ACA Compliance Group who 
founded Complect and brought it to 
the market earlier this year.  “What 
I discovered is that, with smaller 

Complect lets you
post your compliance

chore so that consultants,
former regulators and 
CCOs can bid on them.

PowerPoint slides around your next 
presentation, hiring the work off 
of sites like Upwork, FreeLancer, 
Gengo.ai, Total, People Per Hour, 
Simply Hired, iFreelance, Aquent, 
The Creative Group, Croogster, 
Crowded, Fiverr, FlexJobs, 
CrowdSource, Project4Hire and, of 
course, Craigslist.
 But if you’re the chief 
compliance officer at a midsize 
RIA firm and you need somebody 
to update your operations manual 
or catalogue the personal securities 
transactions of your growing staff, 
you can search those sites all day 
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firms, there are a lot of what we call 
two-hatted CCOs, who are handling 
the chief compliance officer role in 
addition to other important activities, 
who need to add expertise, and also 
to outsource projects rather than 
take on the role full-time.  
 “With the larger growing 
firms,” she adds, “you’ll have a 
full-time CCO who is starting to get 

Nguyen herself serves as a 
consulting resource, primarily for

CCOs at smaller firms who are
still figuring out the parameters of the job.

years of regulatory experience, but 
the average is closer to 10-13 years.
 Complect takes care of the 
billing and invoicing, taking 10% 
off the top, and ensures that the 
work is done to the advisory firm’s 
satisfaction.  There is a rating system 
that allows advisors to see how 
satisfied former customers were 
with the work of each professional.  
“We are not incentivized to push you 
to any particular service provider,” 
says Nguyen.  “We are incentivized 
to make sure both parties have an 
excellent experience in getting the 
work done, and on the other side, 
in finding that work on a regular 
basis.”
 Meanwhile, Nguyen herself 
serves as a consulting resource, 
primarily for CCOs at smaller 
firms who are still figuring out 
the parameters of the job, and 
may not be aware of the costs of 
different types of projects.  “At 
that stage, they’ve volunteered 
for the job, but they don’t yet 
speak the compliance lingo,” she 
says.  “They don’t always know 
what they need, so I help them set 
their annual budget and help them 
understand the pricing.  If you want 
a former regulator with 20 years 
of experience, this is what you can 
expect to pay, vs. somebody who 
served as an in-house CCO with an 
advisory firm, who may be more 
appropriate for the project you need 
to get off your desk.”
 In addition to the part-time 
and project work, Nguyen expects 
that advisory firms will find full-
time compliance employees 
through Complect.  “Our platform 
lets them try out somebody with no 

overwhelmed, and trying to decide 
whether to outsource or start hiring 
a compliance staff.  The firm has 
grown from a three-person shop 
when they took the job to 20 people 
on staff, and now all of a sudden it 
is taking two weeks every quarter 
to go through everybody’s personal 
securities trading.  By the time 
they’re finished, it’s time to prepare 
for the next quarter, and meanwhile 
there are a lot of other things that 
have to get done.”
 Nguyen came to start Complect 
as a result of two impetuses.  One 
was her work at ACA, where she 
would field calls from firms that 
didn’t have nearly the budget to hire 
the large national compliance firm, 
and just needed somebody to take 
on a particular project.  The other 
was her fiancée, now husband, who 
had gone through the frustration 
of starting a global private equity 
infrastructure fund and navigating 
the regulations.  “They hired the 
top law firms in every jurisdiction,” 

says Nguyen.  “And they paid a lot 
of money to get flawed advice.  He 
told me how frustrating it was not to 
know where to source the specific 
expertise he needed, and if you hire 
a law firm, not to know exactly who 
is going to be assigned the work, or 
having a guarantee that the work is 
going to be done well.”

Compliance lingo

 Complect operates very much 
along the crowdsourcing model: 
the target market is RIA firms large 
and small, both looking for ways 
to outsource tasks that aren’t really 
suited to a full-time person, plus 
banks and broker-dealers looking 
for specialized expertise as they 
deal with their own regulators.  The 
platform, still in its build-out stage, 
currently has 41 specialists bidding 
on various types of work.  
 “Many of them are former 
regulators, either at the state level 
or the SEC,” says Nguyen, “and 
some of them are former FINRA 
regulators as well.  They can help 
with literally everything you can 
possibly imagine.”  
 Others are former CCOs at 
advisory firms who may work at 
home and take on projects on a free-
lance basis.  All of the specialists 
must have a minimum of three 
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risk,” she says, “and then we have a 
way for them to sign on full-time.”
 The firm is also creating a 
network of “partners”—businesses 
that offer services that are related 
to the more common operational 
challenges in the advisory space.  
“For instance, Entreda is a 
partner,” says Nguyen.  “They do 
cybersecurity, which is a very hot 
topic right now.  We’re finding 
that a lot of the businesses we 
work with, regardless of whether 
they’re starting out or moving past 
$250 million AUM, are constantly 
looking for new and better service 
providers.  We want to become a 
starting point for those searches, 
and also negotiate discounts with 
those providers for the Complect 
community.”
 
 As the regulators become more 
intrusive in the lives of the financial 
services industry, Complect seems 
like the most cost-effective way 
to handle the growing workload.  
The advantages of outsourcing 
don’t change from one type of 
project to the next: you tend to get 
more expertise from the outsource 
provider than you would from a 
person who is wearing several 
hats with no particular compliance 
training, and you don’t have to 
provide that training yourself.  You 
pay only for the work that is done, 
without the headaches of vacation 
time and sick days.  There’s a 
reason the crowdsourcing platforms 
are growing in every sector of the 
economy, and Complect, bringing 
that model to compliance duties, 
looks like a great resource for the 
advisory community.

Scott Oeth, of Cahill Financial 
Advisors in Lake Edina, 
MN, loves the wild side of 

the outdoors.  “I went through Boy 
Scouts, became an Eagle Scout and 
did some wonderful wilderness trips 
there,” he says.  After paying his 

Wilderness, Leadership 
and Planning

Synopsis:  A group of planners have created a scenic canoe 
trip as a way to get away and talk about their lives and ca-
reers—and also pick up some rare leadership training.

Takeaways: Wilderness leadership training has a surpris-
ing number of parallels to financial planning and career 
management.

job as a trip organizer, guide and 
blogger for his own Bull Moose 
Patrol adventure travel website  
(www.bullmoosepatrol.com).  “It’s 
a fun way to take people out into the 
woods and create a new experience 
for them,” he says.  
 Among the dozen or so trips 
that Oeth has organized were a 
canoe journey in northern Maine, 
backpacking in the Cascade 
mountains in northern Washington 
and a backpacking trip in Alaska.  
Most of the excursions are local, due 
to an abundance of natural settings in 
his home state.  “I want to travel all 
the significant rivers in Minnesota 
and northern Wisconsin,” Oeth says.  
 A couple of the canoe trips 
in northern Minnesota included 
former FPA president (and outdoors 
enthusiast) Mike Branham, who 
Oeth worked with at one of his 
previous firms.  These excursions 
quickly took on a different flavor.  
“We’d sit around the fire and talk 
into the evening,” says Oeth.  “We’d 
talk about work, the challenges we 
were facing, client issues, technical 
issues—and then afterwards, we 

The "getaways" in the
wild turned into deep

shop talk.  Finally
the participants decided

to embrace it.

way through school on a volleyball 
scholarship, he worked as a branch 
manager at a bank before discovering 
financial planning, continued his 
career at two different independent 
advisory firms before becoming a 
silo of a larger firm, with 100 clients, 
and taking an active role in the local 
and national FPA.  
 Along the way, he returned 
to his wilderness excursion roots, 
and in 2013 his hobby of taking 
canoe trips and adventure treks in 
the countryside turned into a side 
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There is no formal training
in leadership skills in the planning world,
much less hands-on skills-based learning

in a wilderness setting.
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always felt like we were doing it 
wrong.  Like: we’re supposed to be 
getting away and not talking about 
work.  Right?
 “But then we finally decided: 
why don’t we just embrace it?” Oeth 
continues.  “Because you can really 
have some great conversations about 
your life and career when you’re 
away from the office, with no time 
constraints or other distractions.”
 In fact, the conversations 

were so productive that other local 
planners were invited on these 
excursions, which led to what 
must be one of the most unusual 
regularly-scheduled study group 
gatherings in the profession, where 
advisors get together twice a year 
at a cabin in rural Minnesota, with 
an agenda that includes everybody 
critiquing each others’ business 
plans, discussing their careers and 
talking about technical topics—but 
only after a long day of paddling, 
hiking or cross-country skiing.  
 “We’d sit around the fire at 
night and share a few beers and talk 
shop,” says Oeth.  It became a really 
good way for us to talk about our 
businesses, and have fun as well.”
 One memorable getaway was 
an impromptu post-meeting get-
together after one of the national 
NexGen conferences, where Oeth 
and Branham, Aaron Coates of 
Relevant Financial Advisors in 

Elkhart, IN, Jude Boudreaux 
from The Planning Center in New 
Orleans, Bill Winterberg, Michael 
Kitces, Sabrina Lowell of Mosaic 
Financial Partners in San Francisco 
and others visited the cabin for a 
long debrief.  “We would get on 
the pontoon boat at night, floating 
around the lake, and it was a chance 
to talk outside of the conference 
room, unplugged,” says Oeth.  “We 
had some really great conversations, 

and a lot of fun.”

Wilderness retreat

 Now that Oeth has pioneered 
the wilderness planning retreat 
concept, he wants to take it a step 
further, and invite others to join 
in the fun.  He’s inviting planning 
practitioners from around the 
country to join him on a guided 
canoe trip down the San Juan River, 
flying in and out of Grand Junction, 
CO, October 15-20.  Everyone 
is welcome to join the river 
experience, enhanced by a chance 
to get unplugged and discuss the 
profession, careers, goals, issues—
and also gain leadership training 
provided by the guides, who will 
be certified instructors with the 
National Outdoor Leadership School 
(NOLS).
 “Leadership training is taught 
in universities,” Oeth explains, “but 

I haven’t seen anything that provides 
intensive leadership training in our 
profession.”  Having taken NOLS 
training himself, Oeth believes 
that the leadership skills learned 
on the river can be applied to your 
professional life.  Participants are 
given rotating leadership roles, and 
the training specifically covers things 
like competence, communication, 
judgment and decision-making, 
tolerance for adversity and 
uncertainty, self-awareness, vision 
and action, and something called 
“expedition behavior,” which 
appears to relate to safe conduct in 
potentially dangerous environments.
 “We have this whole body of 
knowledge about risk management 
in investments and the markets,” 
says Oeth.  “The NOLS training, 
which has been written up in the 
Harvard Business Review, puts 
these concepts into a context of 
crossing raging rivers, or climbing 
snowfields.  The expedition gives 
you an opportunity to explore 
where you’re going, why you’re 
going there, and to develop an up-
front awareness that things will not 
always be easy, that you don’t know 
what the challenges are going to 
be, but you think about how you’re 
going to handle them.  
 “That is exactly what we do 
in our business lives, and what I 
try to do with my clients,” Oeth 
continues.  “We talk about planning 
for retirement, sending kids to 
college, all the goals they may have, 
knowing there will be challenges 
like bear markets, life events—
and this experience will be about 
how to have that conversation, 
understanding up-front that there are 
going to be challenges in the client’s 
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journey, knowing how to assess 
the situation, making sure you are 
properly equipped for it, cultivating 
self-awareness, understanding 
the different roles of a leader and 
leadership styles.  Instead of being 
a passive participant where you 
hear someone give a presentation 
on leadership,” says Oeth, “you’re 
forced to work on practicing your 
leadership style in a real-world 
environment.”
 In addition, he’s found that 
simply getting away from emails and 
his cell phone can be therapeutic.  
“I’m leading a trip this weekend 
up in northern Minnesota,” he 
says.  “It can be the most meditative 
experience, where you’re unplugged 
and not picking up the phone every 
few minutes.  Just paddling down 
the river, looking at the sunsets, 
sitting around the fire at night—it’s 
a wonderful way to decompress.”
 The trip is expected to include 
two NOLS guides, plus Oeth, who 
has NOLS training, and at least 
two persons—Branham and the 
female chief operations officer for 
a Minneapolis planning firm—
have signed on so far.  Oeth hasn’t 
personally canoed down the San 
Juan River, but he’s researched it.  
“the canyon lands are beautiful,” 
he says.  “USA Today just ran an 
article on it a few weeks ago, calling 
it one of the top ten paddles in the 
country, and compared it to the 
Colorado River through the Grand 
Canyon.  Seventy five percent of 
the scenery and wonderment for 
a fraction of the price, and less 
wait list.”  (You can find the article 
here: https://www.usatoday.com/
story/travel/destinations/10greatpl
aces/2018/04/06/river-trips-canoe-

kayak-rafting/490731002/) 

Registration

 If this first wilderness 
adventure retreat goes well, Oeth 
plans to schedule more, at least one 
a year going forward.  “I have clients 
who are dentists, and they will be 
going on meetings where they earn 
their CE credits, but they also go 
scuba diving or skiing during the 
day, and then there are CE talks in 
the evening,” he says.  “And I think 
to myself, why can they do that, 
while financial planners just go sit 
in a conference room someplace in a 
big city?  For some people,” he says, 
“this could be the trip of a lifetime.”
 You can find out more about the 
expedition and register here: https://

www.nols.edu/en/about/custom-
education/clients/bull-moose-
patrol-leadership-expedition/. The 
cost is $3,450, and interested parties 
would be advised to check out the 
equipment list link to make sure you 
have everything you’ll need to go on 
the water.  If enough people sign up, 
the profession’s most unusual study 
group could become the profession’s 
most unusual annual meeting.
 Meanwhile, Oeth has his eye 
on a potential destination for 2019.  
“There’s a famous trekking trail in 
Iceland,” he says.  “It isn’t a hard-
core backpacking trip,” he adds; “you 
can pack a little bit lighter because 
they have these huts along the way 
with supplies.  A leadership trek,” he 
says, “might be an interesting next 
experience.”

Am I the only one who wonders if it was wise to start holding 
these-non-traded REIT shareholder meetings." 
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(submitted via: https://www.sec.gov/cgi-bin/ruling-comments; comments 
due by August 7, 2018)

To the Commission:

 I’m commenting on the proposed disclosure requirements, also known 
as the “Relationship Summary Disclosure” articulated in SEC Proposal 
34-83063 (also Release No. IA-4888, File No. S7-08-18), recommending 
modifications to certain sections of the disclosures that would be made by 
broker-dealers and investment advisers.  
 The proposed disclosure language for broker-dealers, under “Standard 
of Conduct,” would say “We must act in your best interest and not place our 
interests ahead of yours when we recommend an investment or an investment 
strategy involving securities.”
 However, there is no evidence that the Commission intends to actually 
hold broker-dealers to this standard.  In fact, there is abundant contrary 
evidence in your  accompanying regulatory Proposal.
 According to SEC Proposal 34-83062, a broker who sells an annuity 
with a fat commission is held to a standard that is far from fiduciary; he must 
(page 44):

“(1) understand the potential risks and rewards associated with the 
recommendation, and have a reasonable basis to believe that the 
recommendation could be in the best interest of at least some retail 
customers; (2) have a reasonable basis to believe that the recommendation 
is in the best interest of a particular retail customer based on that retail 
customer’s investment profile and the potential risks and rewards associated 
with the recommendation…” (emphasis added)

 The actual definition of a “best interest” standard is further enumerated 
in terms which seem to be far from looking out for the best interests of the 
customer:

“the best interest obligation would allow a broker-dealer to recommend 
products that may entail higher costs or risks for the retail customer, or that 
may result in greater compensation to the broker-dealer than other products, 
or that may be more expensive, provided that the broker-dealer complies 
with the specific Disclosure, Care, and Conflict of Interest Obligations.” 
(page 58)

My Comment Letter
to the SEC

Parting Thoughts
 On page 47-48, the Proposal 
says that its drafters followed DOL’s 
lead in its fiduciary formulation, 
except that they replaced the DOL 
rule’s “making recommendations 
without regard to your own interests” 
to more lenient terminology, because 

“we were concerned that inclusion 
of the “without regard to” language 
could be inappropriately construed 
to require a broker-dealer to 
eliminate all of its conflicts (i.e., 
require recommendations that are 
conflict free)…” 

 It seems clear here and 
elsewhere that the SEC specifically 
does NOT want to require brokers 
and sales agents to provide conflict-
free advice.  (One wonders how that 
can be reconciled with the “best 
interest” terminology.)  
 Moreover, the Proposal 
specifically endorses sales 
commissions (page 38) which 
represent an embrace of conflicts 
of interest in the customer/broker-
dealer relationship—conflicts which 
have, in the past, led to incidences 
of churning and sales of unsuitable 
investments.  And on pages 53-54, 
the Proposal further clarifies that the 
proposed Regulation Best Interest 
would not, per se, prohibit a broker-
dealer from transactions involving 
conflicts of interest, such as the 
following:

• Charging commissions or other 
transaction-based fees; 

• Receiving or providing differential 
compensation based on the product 
sold; 
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• Receiving third-party 
compensation; 

• Recommending proprietary 
products, products of affiliates or a 
limited range of products; 

• Recommending a security 
underwritten by the broker-dealer or 
a broker-dealer affiliate, including 
initial public offerings (“IPOs”); 

• Recommending a transaction to be 
executed in a principal capacity; 

• Recommending complex products; 

• Allocating trades and research, 
including allocating investment 
opportunities (e.g., IPO allocations 
or proprietary research or advice) 
among different types of customers 
and between retail customers and 
the broker-dealer’s own account;

• Considering cost to the broker-
dealer of effecting the transaction or 
strategy on behalf of the customer 
(for example, the effort or cost 
of buying or selling an illiquid 
security); or 

• Accepting a retail customer’s 
order that is contrary to the broker-
dealer’s recommendations.”

 In addition, the brokerage 
community itself, in its legal 
arguments against being held to 
the standards of the DOL Rule, 
has argued that its representatives 
are fundamentally in a sales 
relationship with their customers—
NOT an advice relationship.  Is 
that not relevant disclosure to the 

potential customer who is receiving 
recommendations from a broker-
dealer representative?
 Finally, if a customer dispute 
is taken to mandatory arbitration, 
broker-dealers and broker-dealer 
representatives routinely claim that 
they are simply acting in a sales 
capacity.  The FINRA arbitration 
system does not recognize a “best 
interest” or “fiduciary” standard, or 
that the relationship was predicated 
on advice and trust—even though 
broker-dealer sales literature and 
advertising intentionally describe 
their services as advice-based.
 For these reasons, I would 
recommend that the disclosure 
language cited above, under 
“Standard of Conduct” for broker-
dealers, be amended to:

 “We are not required to act 
in your best interest, and despite 
any implied claims to the contrary, 
we intend to engage in a sales 
relationship with you, where our 
recommendations not only may 
not be in your best interests, but 
the compensation incentives will 
actually provide our representatives 
with incentives to give advice that 
will be in our best interests rather 
than yours.”

 I also recommend that the 
disclosure language relating to 
investment advisory firms be 
amended.  On page 54, and again on 
page 94, the Proposal would include 
the following wording:

 “We are held to a fiduciary 
standard that covers our entire 
investment advisory relationship 
with you.  For example, we are 

required to monitor your portfolio, 
investment strategy and investments 
on an ongoing basis.”

 I think the Commission 
well understands that this second 
sentence is at best an incomplete, 
and more accurately a misleading 
definition of the fiduciary concept.  
I recommend that that second 
sentence be replaced by terminology 
that would give the consumer a 
much better understanding of the 
obligation the advisor is operating 
under:

 “A fiduciary standard is a 
much higher obligation to serve the 
interests of consumers and clients 
than the sales standard imposed on 
broker-dealers and sales agents, 
and requires not only an obligation 
to put your interests ahead of 
others, but also to exercise prudence 
and professional judgment when 
making investment and financial 
recommendations.  And the advisor 
who is not registered with a broker-
dealer has renounced the conflict 
of interest represented by sales 
commissions where investment 
companies pay (often generously) the 
broker-dealer and its representatives 
to sell its products.  You may also 
receive valuable financial planning 
or non-investment-related advice as 
part of the services paid for by your 
asset-based fee.”

 I believe that these simple 
changes in the disclosure would 
greatly clarify, in the mind of most 
consumers, the differences in 
regulatory obligations and business 
practices between broker-dealers 
and advisors.
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 Let me make an additional 
recommendation.  Both Proposed 
Rule 34-83062 and Proposed Rule 
34-83063 (see pages 164-176 
and particularly pages 171-176) 
recommend that broker-dealers and 
their representatives be prohibited 
from calling themselves “advisors” 
or “advisers”—including various 
permutations of the term (“financial 
advisor;” “investment advisor” 
etc.).  Although this is certainly 
an improvement over the current 
situation, I believe that simply 
prohibiting “advisor” is not likely to 
have the intended effect.  There are 
many nearly-synonymous terms in 
the marketplace which brokers and 
sales agents could freely adopt to 
disguise their true relationship with 
the consumer, including “financial 
planner,” “wealth manager,” and 
“vice president of investments.”

 Others have suggested that 
these other terms be regulated 
under prohibitions similar to what 
you’re proposing with “advisor” or 
“adviser,” but the Commission has 
recognized how difficult it would be 
to prohibit a broad range of terms, 
particularly since there is nothing 
in the Investment Advisers Act that 
would provide it with this authority.
 Instead, I recommend that 
representatives of broker-dealers be 
required to identify themselves as 
“brokers” on their business cards 
and in their advertisements and sales 
literature UNLESS they register 
as RIAs with the Securities and 
Exchange Commission.

 I hope you were sincere 
when you stated, in Rule 34-83062, 
that there is a danger in creating a 
misleadingly lofty label and applying 
it to standards that are lower than the 

label would imply.  From pages 20-
21:

“Any confusion regarding the 
standards of conduct that apply 
may only enhance the potential for 
harm from broker-dealer conflicts of 
interest, as this confusion results in 
retail customers mistakenly relying 
on those recommendations as being 
in their ‘best interest.’”

 Perhaps by accident, the 
Commission would seem to be 
adding to the confusion with its 
initial Proposal.  But with several 
small changes, the confusion could 
be ameliorated and the relationships 
between service provider and 
consumer clarified in ways that 
would be understandable to most 
Americans.
 I thank the Commission for its 
attention.
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