


2

The Educated Investor

It’s one thing to state that we are a

Registered Investment Advisor firm

and that we must meet the

highest standard of fiduciary

duty (see “Accountable Advice,”

page 1). What exactly does that

mean, and of what benefit is it to you?

At the broadest level, being a Registered

Investment Advisor simply means that

we must be able to demonstrate that

the business decisions we make and

the advice we offer serve your best

interests, which in turn translates to a

comprehensive system of policies and

procedures.

Responsible Allies
Beyond our investment approach

designed to meet our fiduciary obligation
to you (see below) our firm is dedicated to
providing you with independent, objective

advice grounded in a fee-only pricing
structure. We get to know you, so we
can help you build your portfolio to

meet your unique financial goals.

Responsible Procedures
You will find this same commitment to
your best interests in the administrative
details that we and our strategic alliances
oversee on your behalf.

Some of our procedures are dictated by
government regulations to which we and all
Registered Investment Advisor firms must
adhere. We also have implemented many
procedures to deliver excellent client service,

Perhaps foremost, our fiduciary obligation speaks directly to why we recommend building
a globally diversified passive asset class investment portfolio designed to achieve your long-
term investment objectives. Let’s take a look at the components:

Global diversification — helps reduce the
volatility of  your portfolio. By helping you
maintain diversification in a disciplined
manner, we can guide you in setting and
achieving reasonable financial goals.

A passive approach to investing —
among other advantages, helps keep your
expenses to a minimum, while still
enabling us to manage for tax efficiency and
implement a portfolio engineered to
maximize returns for your chosen level
of risk.

Responsible Investing

Asset class investing — is based on prin-
ciples defined by the American Law
Institute’s Prudent Investor Law, the tenets
of Modern Portfolio Theory and a host of
supporting academic studies. Together, the
evidence has demonstrated that, by far, the
biggest part of  your investment return
comes from the asset class you invest in
(riskier asset classes are expected to result in
higher returns), as opposed to efforts to
pick winning stocks or time the market.
Thus it is in your better interest to focus on
capturing asset class returns.

as well as to anticipate — and minimize —
service disruptions before they occur.
Following are a few examples.

Arm’s length asset management —
While we serve as your investment advisor,
your assets are held in your name with one
of our custodial strategic alliances. This
secure system of checks and balances en-
sures you maintain control of your own
assets. You also benefit from account
protection available via Securities Investor
Protection Corporation (SIPC) insurance as
well as excess-SIPC additional protection
carried by the custodian.

Business continuation processes — We
and our custodial allies also maintain
business continuation (“disaster recovery”)
procedures, should damaging events such
as floods or fires result in unexpected
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service disruptions. Maintaining routines
such as duplicate, off-site copies of your
critical records; staff call-lists and
assignments during crises; and periodic
testing of the business continuation
processes we have in place are all par for the
course, to help ensure our ongoing avail-
ability to serve you.

Compliance regulations — Advisor firm
obligations to comply with more and
stricter government regulation is a clear
trend in the financial industry. We have long
recognized the importance of protecting
your assets by remaining compliant with
government regulations designed to protect
you. As such, we maintain a compliance
program within our firm, and we revisit it
as needed to ensure that it remains current
with new requirements.

Electronic record management — Your
important records (documents, transaction
records and more) are scanned for electronic
storage, with back-up copies stored off-site.
These procedures ensure that your paper-
work will be quickly, reliably and accurately
available — to you and to your investment
advisor.

Trade management — Via proprietary,
custom-designed trade management soft-
ware, we have integrated nearly two dozen
“checks” to detect and eliminate errors that
can otherwise result from manual trade
submissions. Electronic trading signifi-
cantly reduces the number of times infor-
mation is exposed to data-entry errors, as
well as providing us with more rapid access
to the status of any given trade.

It takes a team — When you become a
client, you benefit from the expertise of
your investment advisor as well as our en-
tire strategic team — including our network
of carefully selected alliances designed to
bring you enhanced service levels in a man-
ner most convenient for you. We are all
dedicated to service-minded excellence,
accessibility and readiness to respond to
your particular needs.

As the Merrill Lynch Rule stands today,
broker/dealers can charge investors an
asset-based fee rather than commissions on
non-discretionary accounts (i.e., accounts
for which the broker/dealer must obtain
your authorization before placing trades for
you). Under this arrangement, the broker/
dealer is considered by the NASD to be an
“order taker” so it is not required to register
as an investment advisor, nor to meet a
fiduciary obligation. In theory, the broker/
dealer is simply executing your instructions,
and any advice offered is considered “solely
incidental.” Moving forward, enforcement
of  the rule will hinge on the SEC’s interpre-
tation of what is meant by solely incidental
advice.

While the SEC grapples with the issue, it
makes sense to be aware of the source of
any investment advice you may choose to
act upon — and whether it is coming from
someone who is obligated to act solely in
your best interests. Knowing the answers
to these types of questions makes it quite a
bit easier to make a decision when consider-
ing with whom to entrust your life’s
savings.

Accountable Advice
(Cont.)

The most important investment lesson I can convey to you comes down to
this: Ask questions. What kind of questions should you ask? Some are
about products — some are about those who sell them. ... The answer can
be found in something folksinger Pete Seeger once said when explaining the
difference between education and experience. ‘Education,’ he said, ‘is when
you read the fine print; experience is what you get when you don’t.’

— ARTHUR LEVITT

CHAIRMAN OF THE SEC, 1993–2001
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