THE PLAIN DEALER

MONDAY, OCTOBER 24, 2005

ASK

EXPERT

Scott Snow, senior manager, Personal Financial Counseling/Investment Advisory Services,
Ernst & Young, Cleveland

Credentials: Certified financial planner, Certified public accountant, certified investment
management analyst

Experience: 13 years

Assets under management: $175 million

Question: 7 have more than
$900,000 in retirement accounts and
with investment firms, and my hus-
band is hot to move it over to a new
firm in town. A representative of the
company said he can get us 10 percent
growth on our money (which makes
me nervous), and he takes a fee quar-
terly that totals 1 percent annually
(which also makes me nervous). I have
an appointment this week with the
firm. I need to check this organization
out. Any thoughts on how to do this?

Advice: If a representative of a
company is trying to reel you in
with a 10 percent return expectation,
I'd be skeptical. A 10 percent return
in today's environment comes with

significant risk.

Consider interviewing a few
financial advisers to understand
their experience, compensation
structure and resources available to
help you make an informed decision.
A good financial adviser will spend
considerable time understanding
your financial goals, objectives

and concerns before discussing

investment return expectations.

TIPS ON SELECTING A FINANCIAL ADVISER

Before revealing your financial situation, ask a few questions and take
plenty of notes. The following questions are a good starting point:

What is your typical client profile?

You want to find out whom they usually work with (i.e. retirees, active
employees, business owners, etc). You will also find out if they work with
individuals with $50,000 or $1,000,000 to invest. Keep in mind that one
firm can't be all things to all people. Finding a firm that works with indi-

viduals with similar situations will be more in tune with your needs.
How are you compensated?

This is where it gets interesting. If they say they are free, run for the
nearest exit. Financial advisers are compensated in various ways.
Common forms of compensation include commissions earned on the
products you purchase; or fee-only for services rendered -- on an hourly
basis or a percentage of assets. A charge of 1 percent of assets under man-
agement isn't unusual.

I recommend hiring a fee-only adviser who doesn't receive any commis-
sions on recommended products. Under this arrangement, you are receiv-
ing independent and unbiased advice that is not motivated by commis-
sion. Commission-based planners, on the other hand, try to match your
needs with their products. They are paid when you buy their products
(i.e. mutual funds, insurance, etc.). The disadvantage of this arrangement
is a possible conflict of interest.

What are your credentials and experience?

Besides selecting an adviser with relevant credentials (i.e. CFP, CFA, etc.),
consider hiring someone with at least five years of experience. The more
experience, the more likely they will be able to address your questions.

In addition, it is important to understand what additional resources are
available through your adviser to address issues related to your situation
(CPA for taxes, attorney for drafting estate documents).




