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Introduction

I started in the financial services .
business at age twenty-four, talked into it through a
conspiracy of two people I greatly admired—my wife,
Eydie, and my grandfather, Gene Searles. Gene, an
insurance agent and mutual fund representative with
Metropolitan Life for many years, kept telling me that
a new industry was arising, which combined insurance, tax, retirement, and estate planning, as well as
portfolio management (stocks, bonds, and investment
vehicles) into one comprehensive package. Gene (or
“Pop,” as practically everyone called him) was pretty
convincing, and, with my then-new wife’s encouragement, I dove into what would become the grand
adventure of my career.
I had big dreams of helping clients build large
portfolios and making their financial dreams come
true. But I found that very few folks were willing to
allow a green young man—a kid, really—to manage
their hard-earned money.
One client in particular put me on the spot one
day. He said, “If you are so good at picking stocks and
bonds, why aren’t you rich yourself?”
At first I got mad (although I hid that fact), and
then I realized if one bold straight-talker was saying
it, there must be a hundred other people thinking it.
Furthermore, the guy was right. I wasn’t Warren Bufvii
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fet. In fact, I didn’t know one stockbroker, insurance
agent, Certified Public Accountant, estate lawyer, or
tax planner who was Buffet’s financial equal.
While many stockbrokers did claim to know how
to pick stocks “better than the average bear,” and
many actually thought they could time the market
(translation: get in and out at precisely the right times
to create extra wealth), none of the folks I knew personally, and few of the guys I had ever heard about,
had become wealthy this way. Obviously, there was
more to financial success than stock picking.
So I went back to the office and had a heart-toheart with myself. If this emerging profession called
financial planning encompassed more than being a
“stock jockey,” what exactly would it look like?
Many of the answers came through self-evaluation
and a ton of education; many more came from experience gained over the next twenty-nine or so years
of being in private practice. Initially, I saw the basic
building blocks of this profession laid out by a new
group of pioneers at the Certified Financial Planning
Board. This group was promoting a professional designation called Certified Financial Planner™ (CFP),
and to me, they were a beacon of light on a dark night.
These new Certified Financial Planners™ would
have to complete extensive coursework in insurance,
tax planning, employee benefits/retirement planning,
estate planning, and portfolio management, all in an
effort to endow them with the tools needed to help
the public at large meet their financial goals. With the
Board’s help, an entirely new industry was born, or at
least several component industries were consolidated
into the financial planning industry we have today.
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Still, more than thirty years after the first CFP®
graduated, most people do not understand what a
financial planner will or won’t do for them. It is the
purpose of this book to clarify, in a simple, insightful,
and, hopefully, entertaining manner the role of the
financial planner in helping you make your financial
dreams a reality.

Chapter 1

Why Pay for Advice?
(or Can He Bake a Cherry Pie?)
“Just what does a financial planner 
do?” This is the most frequently asked question I hear.
There is usually a follow-up:
“I mean, I know what a CPA does;
I get the role of an insurance agent;
I understand what my lawyer does;
but what does a financial planner do?”
If you will allow me the grace of a silly analogy, I
will illustrate the answer.
While I love what comes out of the kitchen, I must
confess that I’ve not spent much time in that particular room (although I do make a killer pot of chili!).
However, my daughters, Corey Sue and Annie, are
1
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prize-winning bakers. They have won Grand Champion ribbons at the county fair, so perhaps baking is in
my genes. And because of the girls, the Food Network
is broadcasting into my house much of the time, so
maybe I’ve learned something.
Suppose, without any help from them, I propose
to make a cherry pie. First, I identify the ingredients I
think should go into my pie: milk, cherries, sugar, salt,
and flour. I’m going to put them all together in a big
bowl, stir the mixture, pour it into a pie tin, and stick
the concoction in the oven for one hour and fifteen
minutes at, oh, say about 415 degrees. I ask you, in
the end, will I have a cherry pie?

I have used this analogy in education workshops
as a teaching tool (and for comic relief). At one workshop a lady yelled, “Of course not! You would have a
nasty, burnt mess!” She was a professed baker, so I
suppose she was right.
I’ll have a BIG mess! My “pie” would be a mess.
But as financial planners, this type of hash of
financial vehicles is what we see all the time. Clients
will come into our offices with some stocks, maybe
some bonds, a bit of cash, mutual funds, an annuity
(they’re not sure what type), various life insurance
policies, tax returns, a will or a trust (or both), and
usually a 401(k) or a pension plan.
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For years, they’ve been mixing these ingredients and
throwing them into a pot, not knowing if they have the
right ingredients or whether the pieces complement or
conflict with one another. For example, they are unaware
or unsure how, or even if, their individual stock holdings overlap with the stock holdings within their mutual
funds. They don’t consider the purposes of their annuities—for instance, are the contracts for them, or do they
intend to give them to the grandkids? Often they are not
sure what the will or trust really does, but someone convinced them at a seminar that they needed one.
They’ve mixed all these financial instruments
together and called it a “financial plan,” or an “estate
plan.” I submit that their financial plans will be much
bigger messes than my cherry pie. But in their cases,
adverse consequences to them and their families
could be a disaster of far greater significance than
simply ruining an oven with scorched fruit is to me.
This is an area of life where expertise is needed.
So how does the planner help fix all this?
A financial planner (at least a good one) takes all
the disparate ingredients and arranges them in a way
that helps you, the client, meet your financial goals
in this life and beyond. Ideally, the planner works in
conjunction with your lawyer and your CPA to come
up with a comprehensive plan that works for you.
The plan should be individually designed; it should
not be a one-size-fits-all, cookie-cutter plan from a
software package. He/she should know who you are
financially—your needs, concerns, and worries. A
good planner knows when you are trying to retire and
then helps to guide you to that point . . . and beyond.
To make this possible, a good financial planner should
ask lots of questions along the lines of the following:
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Personal
What is your age and marital status?
If you are married, how stable is your marriage?
If you are married, do you commingle your money?
Do you have any kids or other dependents?
Do you have any former spouses?
When do you plan to retire? To where?
Is your current job stable? Do you like it?
How much have you saved in the past?
How much can you save now and in the future?
How’s your health? What’s your family’s longevity
history? (Do we need to plan for a short or long
retirement?)
Financial
How have you invested in the past?
What decisions did you like the best? What
disappointed you?
How do you feel about risk? (For my sample Risk
Profile, see the Tools & Resources Section.)
Would you be willing to sacrifice some of your
upside potential gain to limit your downside
loss?
What percent drop in your investments are you
willing to accept in order to gain potential
market returns of 8-10 percent?
Once he/she has enough information from you,
the planner creates a strategy to implement your plan.
Then, as a team, you and the planner establish rules
or suggestions as to when and how often you need to
meet in order to follow up on it. At these follow-up
meetings, the dynamic duo of client and planner discusses changes to the preceding questions and makes
adjustments to the plan and investments, as needed.
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This should be a long-term relationship, with periodic
reviews, to enable your team to implement a plan that
meets your current and future needs and goals, as well
as to make changes due to economic fluctuations.
A good financial planner should ask you several
questions along these lines so that he or she can
understand your risk tolerance.
Let’s look at an example, using $100,000 as our
investment base. In an attempt to identify whether
you would be willing to sacrifice some of your upside
potential gains to limit your downside loss, the chart
below illustrates what would happen in two hypothetical investment scenarios. Using this illustration, we
ask you, the client, to choose the example that better
illustrates your comfort zone.
Circle the example that best describes your risk
tolerance.
Example #1
Initial Investment Amount.............................................. $100,000
Could potentially Gain + 10% and become.................... $110,000
Could potentially Lose -20%............................................ $80,000
Is it worth risking that much gain if it could mean risking that
much loss?
Example #2
Initial Investment Amount.............................................. $100,000
Could potentially Gain + 5% and become...................... $105,000
Could potentially Lose -10%............................................ $90,000
Are you more comfortable with less gain potential if your loss
potential is less?
Table 1.1 Risk tolerance.
(This is a hypothetical example used for illustrative purposes only and is not
indicative of any specific investment. Further, it does not take into account
consequences of fees or taxes.)
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A good financial planner is a confidant, a financial life coach, someone who really knows you as an
individual (not as someone who fits some standardized
paradigm) and someone who also understands your
goals and concerns. And, admittedly, he/she should
be really good at properly allocating your investments
among investment categories in stocks, bonds, real
estate, cash, and so on. I will address investments more
specifically in later chapters.
A good planner is ethical and provides total confidentiality. You should never have to worry whether he/
she is sharing your personal matters with anyone. You
should be confident to refer your friends, business
associates, and even family members to your planner,
knowing that they’ll never be privy to your personal
financial situation, as you won’t be to theirs.
War Story: The following true (and
eye-opening) story is an example of
just how confidential these meetings should be: I once had a couple
come in to see me to design the life
insurance portion of their portfolio.
They were a nice couple, and after a few meetings,
we agreed on a strategy. I had my staff begin writing up the necessary paperwork. The next day, the
husband stopped back in to drop off a check. At that
time, he changed his policy so that instead of his wife
being listed as the sole beneficiary and receiving 100
percent of the death benefit, there were now two beneficiaries who would each receive 50 percent of the
payout—his wife and his mistress of thirty years. He
reminded me that he owned the policy and because of
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confidentiality ethics, I, as a planner, was forbidden to
tell his spouse of the changes.
He didn’t have to remind me. I knew it. But I did
make a change in my business practice on all future
cases. I now get the spouses together and tell them
this story. In every meeting, I suggest that the husband
owns the wife’s policy and the wife, the husband’s. By
using this strategy, any change affecting the spouse is
known by each party. This true example has a happy
ending because the beneficiary was later changed
back so that 100 percent went to his wife. I like to
think my efforts at friendly persuasion had something
to do with the end result.

So how do all these financial parts come together?
In football vernacular, you are the team owner, and
the planner is the quarterback. You call the plays,
and the planner “passes the ball” to the other players,
such as the money manager, insurance agent (life,
auto, nursing home insurance, disability, etc.), CPA,
accountant, attorney, college planner, and/or any other
professional needed, always checking and rechecking to make sure he/she is doing what you, the team
owner, wants.
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Table 1.2 A Good Financial Planner is a Team Player

A good planner should have a broad knowledge
of all financial planning areas. Most planners have
specialties. Mine, for instance, include retirement
planning, money management, annuities, life and
nursing home insurance, and estate preservation and
distribution. I do not work in car and home insurance
or with tax preparation. I am not a stock picker, and I
don’t practice law.
It is incumbent upon the planner to do what he/
she does best and to delegate to other professionals in
areas in which he/she is not an expert. A good financial planner is a team player.
It is important to note that one of the main causes
for errors in financial or estate plans is not advisor
incompetence or failure, but instead, partial knowledge. In other words, one advisor’s actions have not
worked in concert with another’s. It is, therefore,
imperative to disclose all financial matters, details,
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and concerns to your chosen planner in order to
ensure a comprehensive approach.
Here is a hypothetical case study to illustrate my
point: A financial planner suggested to a client that
he buy a program that offered a tax credit to him each
year for ten years. A year or so later, the planner asked
the client how he liked his tax deduction. The client
said he didn’t remember getting one. So he checked
his taxes, and sure enough, it had not been applied.
This oversight cost the client $1,000 on his tax bill.
In response, the CPA said, “I was unfamiliar with that
credit, so I ignored it.”
After a stern warning from the client that simply
ignoring a credit he did not understand was unacceptable, the CPA refiled the return and, thankfully,
was able to secure the $1,000 refund. As you can see,
cross-communication is essential.
War Story: Several years ago, I met
a client who had paid over $5,000
to put a revocable trust in place in
order to avoid probate and save on
estate taxes. As many of you know,
a revocable trust, when set up correctly, will do just that. However, the proper setup can
require changing the ownership of certain properties
into the trust’s name.
In this case, the attorney wrote up a fine document,
but neglected to inform the stockbroker, insurance agent,
government (for deed transfers), and banking personnel of the trust document. Therefore, when the husband
unexpectedly died of a heart attack, the trust was of
absolutely no use because none of the necessary changes
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of the assets’ ownership had been implemented. The
consequence of this omission was at least $600,000 in
estate taxes at the wife’s eventual demise, not to mention
wasting $5,000 in attorney fees and a lot of time.
It is your job, as the client, to work with the planner to make sure he/she knows all the professionals in
your life and what those experts are doing for you. If
not, you’ll make my cherry pie look like some spectacular creation off the Food Network in comparison!
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