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Fair and Full Disclosure: the Basis for Smart Financial Decisions — and a Strong Advisor-Client Relationship
[image: image1.emf]Disclosure: to make known, reveal or uncover.

In the world of financial services, disclosure is one of the cornerstones of the client-advisor relationship. It means full transparency, whereby all material, relevant facts and information are made clear by the advisor and his or her firm — verbally or in writing — to the client or prospective client. This information needs to be communicated in a manner that the client can fully understand.
This is vital information for anyone who’s working with, or considering working with, a financial professional. For it is through disclosure that a person may learn:
· how the advisor is compensated, and whether he or she has a financial interest in selling you a specific product;
· the cost of a given product or service;
· the justification/reasoning behind an advisor’s recommendation, strategy or purchase;
· the services provided by the advisor and his or her firm to clients;
· affiliations, credentials, licenses/registrations, etc., held by the advisor and his or her firm; and
· the advisor’s and firm’s performance and compliance record, including any complaints, regulatory actions, rules violations/transgressions, and the like.

“The purpose of disclosure is to provide people the information they need to make informed decisions, and to be sure people are who they say they are,” explains Victoria L. Fillet, CFP®, of Blueprint Financial Planning in Hoboken, NJ. “The information must not be misleading, inaccurate or deceptive.”

The level and nature of disclosure provided by a financial professional is dictated largely by the license(s) and professional designation(s) held by that professional. Being a registered investment advisor representative comes with a specific set of disclosure requirements enforced by the U.S. Securities and Exchange Commission (SEC) and the Financial Industry Regulatory Authority (FINRA), for example, while being a CERTIFIED FINANCIAL PLANNER™ practitioner brings another set of disclosure requirements established by the CFP® Board.

Beyond the requirements set by those entities, specific financial services and advisory firms, as well as individual financial professionals, may have their own disclosure policies. In some cases, disclosure of certain information is required. In others, a financial professional may deliver that information voluntarily. Sometimes that information is easy to spot and simple to understand. Other times, it’s arcane legalese buried in the fine print.
However it’s presented, the information disclosed is crucial to protecting your best interests and to empowering you to make well-informed decisions about a financial professional and your finances.

Where to find that information? A little time spent perusing the sources listed below can reveal much about a financial professional and a firm.
SEC (www.sec.gov/investor/brokers.htm). People or firms that get paid to give advice about investing in securities must register with either the SEC or the state securities agency where they have their principal place of business. A registration form known as Form ADV contains information about the advisor's business and about any problems they have had with regulators or clients, along with details on the advisor’s business practices, fees, conflicts of interest, and disciplinary information. To access those forms, visit www.adviserinfo.sec.gov/IAPD/Content/IapdMain/iapd_SiteMap.aspx.
FINRA. Make BrokerCheck (www.finra.org/Investors/ToolsCalculators/BrokerCheck; 800-289-9999) one of your first stops when evaluating whether to do business (or continue to do business) with a particular firm or individual. It’s a computerized database containing information about brokers, their representatives and the firms that employ them. It can tell you whether brokers are properly licensed in your state and if they have been the subject of client complaints and/or disciplinary action. Educational and employment background is also available here.

CFP Board: Financial professionals who have earned the “CFP®” designation are required by CFP® Board's Standards of Professional Conduct to make certain oral and/or written disclosures during their work with clients and prospective clients, including information about the products and services they provide, how they’ll be compensated potential conflicts of interest, and more. To verify an advisor’s CFP® certification status and to learn about their record, check out http://letsmakeaplan.org/choose-a-cfp-professional/verify-a-cfp-professional. 
To find a personal finance expert in your area, visit the Financial Planning Association’s national database at www.PlannerSearch.org.
 

Finally, augment that research by going directly to the source. Don’t hesitate to ask the financial professional directly: What are your policies regarding disclosure to clients? What information can I expect you to disclose to me, and when and how will you disclose it? If they aren’t forthcoming with answers to these questions, you may want to consider taking your business elsewhere.
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