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CFP Board weighs NAPFA's call for client-first standard

By Brooke Southall 

May 22, 2006
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SAN FRANCISCO - The Certified Financial Planner Board of Standards Inc. is more sympathetic to a letter from an industry group than skeptics may realize, according to Bart Francis, chairman of its board of governors. 

The May 5 letter from the National Association of Personal Financial Advisors to Sarah Ball Teslik, chief executive of the Denver-based CFP Board, asked that she "strengthen its code of ethics to require, without qualifications or exceptions, that any financial adviser giving financial planning advice adhere to a fiduciary standard to place the client's interests first."
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According to NAPFA members, the letter, signed by Peggy Cabaniss and Ellen Turf, the chairwoman and chief executive, respectively, of the Arlington Heights, Ill.-based organization, is intended to convince the CFP Board to create a professional designation that adds professional trust to financial competency as presumed qualities of CFPs. On a practical level, this means that fee-only planners are making a bid to forestall commission-earning stockbrokers from using the mark as a "marketing tool" by putting it on their business cards, said Thomas Grzymala, principal of Forensic Analytics LLC of Keswick, Va.

"I don't want to be confused with product pushers," he added.

But some advisers and consultants in the industry expect that the CFP Board won't act on this letter, because the organization relies largely on wirehouses, banks and other employers of W-2-filing stockbrokers for its revenue growth.

"The only reason the fiduciary designation hasn't been adopted is a business decision," said Benjamin Tobias, who served on the CFP Board's Board of Professional Review from 1999 to 2005 and was the latter's chairman in 2003. 

Jacking up revenue isn't the primary consideration, Mr. Francis said. "We have to be about quality and about standards, and if that causes revenues to drop, so be it," he added.

Mr. Francis is preaching to the NAPFA choir.

"I think it may be tough [to shut out brokers and other non-fiduciaries], but if you're going to create a profession, you have to bite the bullet," said Annette Simon, principal with Mosaic Wealth Management, a Bethesda, Md., firm that manages $55 million. She serves on NAPFA's board of governors.

The top 30 employers of CFP certificants account for about 38% of the total, Mr. Francis said. 

They are likely to have no interest in letting their brokers declare fiduciary responsibility, because it would expand their liability beyond acceptable limits, Mr. Tobias said.

Yet the CFP Board has been busily drafting versions of a new code of ethics for its organization since 2004, and it expects to produce a document for public comment by the end of next month, Mr. Francis said.

Ms. Teslik declined to comment last week, citing her busy schedule, which included speaking at NAPFA's national conference in Grapevine, Texas. But her hand may be forced.

"Anything less [than a pure, client-first fiduciary standard] is a cop-out," Mr. Tobias said."If the CFP Board doesn't adopt the [fiduciary] standard, it will be meaningless [as a designation] in five years."

But other NAPFA members have a different take on the matter.

"I don't want to discourage brokers from becoming more educated," said Ron Rhoads, director of research for Joseph Capital Management LLC in Hernando, Fla. "I think they ought to be able to get that [CFP] and put it on their business cards." 

Mr. Rhoads declined to disclose his assets under management.

Calling out brokers on their fiduciary status goes too far, agrees Jeff Lambert, co-managing partner of Sacramento, Calif.-based Lighthouse Financial Planning LLC.

"I don't know what would be won by doing that," said Mr. Lambert, who declined to disclose his assets under management.

That type of thinking is hogwash when it is put into the context of other professions, according to Steve Podnos, chief executive of Wealth Care LLC, a Merritt Island, Fla., firm that manages $50 million in assets.

"When you go to a physician, you can be sure that physician is acting in your best interests," said Dr. Podnos, a practicing physician. "It would be unethical to be putting a third party's interests first."

Since 2004, Mr. Francis said, the CFP Board has received letters from individuals and organizations - including the Denver-based Financial Planning Association - with sentiments similar to those of Dr. Podnos and NAPFA. 

But NAPFA's missive still hit the right note, Mr. Francis said.

"The letter was cordial and professional," he said. "It's the kind of thing one receives well." 
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