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NOTICE TO READERS

The nonauthoritative practice aids in the Personal Financial Planning Practice Handbook do not present 
positions but attempt to offer some alternatives that practitioners can choose from and then modify, if 
necessary, to meet their needs. They are intended as time saving illustrations and tools. They are not 
intended to establish standards or preferred practices.

This Handbook has not been approved, disapproved or otherwise acted upon by any senior technical 
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PREFACE

The AICPA has prepared the Personal Financial Planning Practice Handbook, containing nonauthoritative 
practice aids to assist certified public accountants in the efficient and competent delivery of personal 
financial planning services to their clients.

The practice aids are intended for practitioners who are developing comprehensive personal financial plans 
as well as those performing segmented planning and consultation engagements.

The Handbook is published annually because we intend to expand and modify it to include—

• Additional or revised practice aids.

• Suggestions received from practitioners.

• The effects of new laws and pronouncements.

Your comments and suggestions are appreciated and should be addressed as follows:

AICPA
Personal Financial Planning

1211 Avenue of the Americas
New York, NY 10036-8775

NOTE: DISKETTES ENCLOSED

The diskettes included with the Personal Financial Planning Practice Handbook contain WordPerfect 
versions of the PFP Work Program (Appendix B), data gathering forms (Appendix C), a speech, 
“Taking Responsibility for Your Financial Future” (Appendix J), and many of the letters, forms and 
checklists included as exhibits in the Handbook. There is also a PowerPoint version of the slide 
presentation that accompanies the speech. For further information, please refer to “How to Use This 
Handbook.”





HOW TO USE THIS HANDBOOK

General

The Personal Financial Planning Practice Handbook addresses a variety of issues encountered in the 
delivery of personal financial planning services. Each chapter features brief explanatory text supplemented 
by helpful action tips and practice aids. Action tips are designed to highlight a specific step you can 
implement in practice. The practice aids can help you streamline the delivery of your services.

The appendices contain more detailed explanations and examples of selected topics and feature a detailed 
work program and comprehensive data gathering forms. The work program and data gathering forms, 
along with many of the practice aids, are reproduced on the enclosed diskettes. You may customize these 
files as you see fit.

The Handbook also contains several samples of engagement and transmittal letters. These examples are 
intended for illustrative use only. Because documents such as these have legal significance, we recommend 
that you obtain legal advice in developing engagement letters for use in your practice.

Diskettes

The enclosed diskettes contain WordPerfect 5.1 versions of the PFP Work Program (Appendix B); data 
gathering forms (Appendix C); the speech, “Taking Responsibility for your Financial Future” 
(Appendix J); and many of the forms, letters, and checklists included as exhibits throughout the Handbook. 
An index of the items contained on the diskettes appears on the following pages.

The diskette files are in WordPerfect version 5.1 but can be used in any word processing software. You 
do not have to install any programs. To use the files, simply use the general file retrieve commands in your 
word processing software. The following instructions will enable you to retrieve the files in most software.

WordPerfect 5.0 or 5.1. Execute the List command (F5 key). Change the directory to the drive where 
the diskette is located. Strike Enter. Move the cursor to the desired file. Type 1 or strike Enter to retrieve 
the file.

WordPerfect 6.0 or higher. Execute the File Open command or icon. Highlight the appropriate file and 
click OK. WordPerfect will convert the file to your version as it retrieves it. You can then save the file in 
the version you currently use.

Microsoft Word. Execute the File Open command or icon. Identify the file as WordPerfect 5.1. Retrieve 
the appropriate file. Word will convert the file as it is retrieved. You can then save the file as a Word 
document.

  Action Tip

The documents on the enclosed diskettes have been formatted to make their retrieval and use as efficient 
as possible. However, when you retrieve the files, you may find the information needs to be realigned 
slightly, due to one of a variety of factors, including the version of the word processing software you 
are using, your printer configuration, or the margins you use. You can easily reformat the information 
using the basic editorial commands of your word processing software. This also gives you the 
opportunity to edit the visual presentation of the information.





INDEX TO DISKETTE FILES

Diskette 1

HANDBOOK DESCRIPTION FILE

Exhibit 2-3 Checklist: Evaluating PFP Software 97EX2-3

Exhibit 3-2 Sample PFP Questionnaire 97EX3-2
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THE PERSONAL FINANCIAL PLANNING PROCESS

1. INTRODUCTION

.01 This introductory portion of the Personal Financial Planning Practice Handbook is designed

• Define the personal financial planning (PFP) process.
• Identify the kinds of PFP services performed by CPA financial planners.
• Explain the role of CPAs in the PFP process.
• Identify and explain the objectives of each significant element of the PFP process.
• Provide a flexible framework designed to foster quality and consistency in the PFP services 

provided by CPAs.

This discussion is introductory in nature and is not intended to be a comprehensive discussion of all 
activities involved in delivering PFP services.

2. THE PERSONAL FINANCIAL PLANNING PROCESS

.01 PFP is the process of designing financial strategies and making planning decisions that, when 
implemented, are intended to help clients to achieve PFP goals. Through this process, you can help 
your clients maximize the utility of their financial resources.

.02 The PFP process helps your clients answer the following questions:

1. Where am I? The PFP process involves an assessment of your clients' current financial 
condition.

2. Where do I want to go? During the process, you and your clients identify and prioritize 
realistic, quantifiable financial goals.

3. How do I get there? Your recommended strategies, based on an analysis of relevant 
information, help your clients to make planning decisions to achieve their goals.

.03 You can assist your clients in this process by organizing data, performing analyses, assisting 
in goal setting, providing suggestions and recommendations, assisting in decision making, and 
coordinating the implementation of planning decisions. You may also help by monitoring the 
progress toward achieving the established financial goals and by modifying and updating previous 
recommendations.

.04 Because PFP is a process, you may be involved in all or only some activities. For instance, 
organizing data, performing analyses, providing suggestions or recommendations, and helping 
clients make decisions may constitute one engagement with a client, while coordinating the 
implementation of that same client's planning decisions may be addressed in a separate engagement.
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Kinds of Services

.05 The many kinds of PFP services you may offer clients are generally characterized as 
comprehensive engagements, segmented engagements, and consultations. These services differ in 
both formality and comprehensiveness.

.06 Comprehensive Engagements. The client's overall financial situation, within the context of 
that client's goals, is addressed in a comprehensive engagement. These engagements involve the 
application of the PFP process to the following planning areas:

• Studying the client's financial position and cash flow
• Income tax planning
• Risk management and insurance planning
• Retirement planning
• Investment planning
• Estate planning

The process involves an analytical approach to these areas that recognizes their interrelationship. 
The PFP process entails integration—a recommended strategy in one planning area is likely to affect 
planning considerations in other areas. The process is comprehensive even though not every possi
ble alternative is considered.

.07 Segmented Engagements. These engagements involve analyses and recommendations that 
address one or more of the specific planning concerns that are important to the client. A segmented 
engagement focuses on one or more, but not all, of the planning areas involved in a comprehensive 
engagement.

.08 You and your clients should reach a clear understanding of the scope of segmented 
engagements. You might include qualifications to your recommendations because the effects of and 
on certain planning areas were not considered. Your clients should also understand that, had other 
planning areas been considered, different recommendations or decisions may have resulted.

  Action Tip

When delivering recommendations for a segmented engagement, remind clients that other 
planning areas may be affected by these recommendations and that you can help them develop 
financial strategies in those areas as well.

.09 Consultations. These services, while not considered a PFP engagement per se, are important 
opportunities to address clients' limited questions on financial issues. A consultation typically 
involves advice on a specific question, based on existing knowledge about the client's 
circumstances, the technical issues involved, the client's financial objectives, and other information 
received from the client. The advice may be communicated orally or in writing to the client.
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Action Tip

To ensure profitability on consultation services, avoid making your efforts seem too easy and 
giving away answers for free. Clients typically perceive written advice as more valuable than oral 
advice, particularly if it is delivered over the telephone. Consider putting all advice in a letter or 
providing clients with copies of file memos documenting your advice.

.10 Many CPAs begin a PFP practice through consultations, which they often provide along with 
tax and other accounting services. From that point, segmented or comprehensive engagements may 
be undertaken that involve more formalized procedures for engagement planning, supervision, data 
gathering, delivering recommendations, and other aspects of the engagement. As your practice 
grows and develops, you will probably find that you provide a mix of consultation, segmented and 
comprehensive engagements, depending on your clients and their needs and resources.

3. YOUR ROLE IN THE PFP PROCESS

.01 The client's goals and the scope of the engagement determine your role in the PFP process. 
Effective PFP services should therefore be flexible, allowing you to vary the methods used and the 
sequence of the planning process. As part of the PFP process, you will undertake activities such as 
the following:

1. Defining engagement objectives
2. Planning the specific engagement procedures
3. Developing a basis for recommendations
4. Communicating recommendations to clients

.02 Other engagement opportunities include the following PFP services:

1. Implementing planning decisions
2. Monitoring progress in achieving goals
3. Updating recommendations and revising planning decisions

Defining Engagement Objectives

.03 Engagement objectives describe your preliminary understanding of the client's objectives in 
seeking PFP services and the general nature of the recommendations or advice expected.

.04 Objective. Defining engagement objectives enables you to —

• Determine whether the client can benefit from PFP services and what service is 
appropriate.

• Reach an understanding with the client concerning the engagement objectives, including 
any issues not originally considered by the client that should be addressed.

• Obtain a sufficient understanding of the client's goals and resources to determine the 
appropriate scope of services to meet the client's needs.
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• Prioritize financial goals.
• Evaluate the appropriateness of the original objectives as the engagement proceeds.

.05 Explanation. Prescreening clients helps you determine whether a potential client has a 
planning need and sufficient resources to benefit from the PFP process. During this process, you 
also have the opportunity to educate your clients about the PFP process and arrive at some mutual 
understanding of many issues, such as the following:

1. The benefits that can be reasonably expected from the PFP process
2. The importance of the client's involvement and cooperation in providing necessary data in 

a timely manner
3. The responsibilities of all parties in the PFP process — you, your client, and other advisers
4. The PFP issues to be considered, their relative priorities, and the significant planning 

assumptions to be made
5. The nature and extent of the services to be performed
6. The fees for the services and your method of compensation

.06 The scope of your services will vary according to the needs and resources of your client. 
Segmented engagements may be limited to reviewing and analyzing one or more PFP areas, whereas 
comprehensive engagements involve analyses of all of the client's significant financial goals.

.07 Before you can define engagement objectives, you must gather information to help you 
understand the client's needs, expectations, and desires — including relevant information about 
family data, commitment to the planning process, the amount of current cash flow and assets 
available to implement PFP decisions, personal preferences, and relationships with other advisers.

.08 At this point, your inquiries and other information-gathering activities may be more limited 
than those undertaken when you develop your recommendations. The extent of your activities 
depends on a number of factors, including the anticipated scope of the engagement and your 
familiarity with the client's circumstances.

.09 As a result of this process, you can help your client establish realistic, quantifiable goals, 
enabling you to tailor your services to meet the client's specific needs. As you work through the PFP 
process, your client's goals and objectives will undoubtedly become clearer and more well defined. 
The engagement may need to be modified as this understanding grows. As you proceed, evaluate 
whether the engagement objectives, as originally determined, continue to be appropriate.

Planning the Specific Engagement Procedures

.10 The engagement objectives and your understanding of the client form the basis for engagement 
planning—identifying the procedures that are needed to develop PFP recommendations.

.11 Objective. Adequate planning of engagement procedures enables you to —

• Select procedures that provide a sufficient basis for your recommendations and help the 
client make planning decisions.
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• Focus on analyses and procedures intended to provide useful information for the PFP 
process.

.12 Explanation. The following factors might affect your choice of engagement procedures: 
engagement size and complexity; the personnel available; time constraints; specialized expertise 
required; and the qualifications, experience, and training of personnel to be assigned. Your choice 
of procedures often reflects materiality and cost/benefit considerations.

.13 In planning the engagement, you may coordinate with other advisers (attorneys, insurance 
brokers, investment advisers) who may be necessary for the engagement.

Developing a Basis for Recommendations

.14 Analyses of alternative strategies or data for achieving the client's goals are necessary to 
develop and support the recommendations and to assist the client in making each of the planning 
decisions.

.15 Objective. During this segment of the PFP process you should seek to—

• Identify and gather sufficient relevant information to perform appropriate analyses.
• Analyze the relevant data and your client’s current situation.
• Develop recommendations, supported by your analyses, that assist your client in making 

planning decisions.

.16 Explanation. PFP engagements involve collecting, analyzing, and integrating sufficient 
relevant information to develop a basis for your recommendations.

.17 Your professional judgment determines what information is relevant to an engagement, but you 
should generally collect quantitative and qualitative information sufficient to develop an 
understanding of the following:

• The client's goals, existing financial situation, and available resources
• Nonfmancial factors such as client attitudes, risk tolerance, investment preferences, 

spending habits, family considerations, age, health and life expectancy
• External factors such as estimates of inflation, taxes, economic conditions, legislative 

activity, investment markets, and interest rates
• Reasonable estimates, projections, and assumptions.

.18 Information is relevant if it is necessary to make decisions regarding the client's financial 
goals. The nature and volume of relevant information will depend upon the scope and complexity 
of the engagement and your professional judgment. Your knowledge can be obtained through a 
long-term relationship with the client, through information gathering, or both.

.19 Because PFP addresses the future, you will often use estimates and assumptions in your 
analyses. Estimates and assumptions may be furnished by the client, provided by the client's 
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advisers, or developed by you. It is important that the estimates and assumptions you use are valid, 
are appropriate for your analysis, and are consistent with each other.

.20 Estimates are approximate values that result from projections or other analyses. Estimates 
substitute for precise values where precision would not add material value to the planning process. 
The level of precision needed in an estimate depends on factors such as the priority of a goal to 
which the analysis relates, the time frame in which the goal is to be achieved, or the sensitivity of 
the analysis to other variables. Estimates can help provide an economically useful service within 
a reasonable time at a reasonable cost.

.21 Assumptions represent conditions or events that are expected to exist and a course of action 
the responsible party expects to take. Hypothetical assumptions are used in financial projections 
to present conditions or courses of action that are not necessarily expected to occur but that are 
consistent with the purpose of the projection. Hypothetical assumptions are generally useful when 
considering various alternatives for which expected courses of action are not completely defined. 
Assumptions and hypothetical assumptions have the same meaning as in the AICPA's Guide for 
Prospective Financial Information.

.22 Estimates and assumptions that you might use include:

• Tax rates
• Inflation rates
• Life expectancy
• Retirement age
• Living expenses
• Rates of return

.23 Analyses frequently center around projections, often for multiple years, of cash flow and net 
worth and may include the following:

• Defining financial goals in measurable terms
• Comparing the financial effects of different strategies
• Projecting income and estate tax liabilities
• Evaluating the present investment portfolio in terms of diversification, liquidity, risk, and 

yield
• Evaluating casualty or disability insurance coverage requirements
• Projecting liquidity requirements
• Projecting income requirements during retirement
• Projecting education costs
• Calculating the current and projected financial positions
• Projecting life insurance coverage requirements based on current expenditure patterns and 

financial needs

.24 The analyses and other procedures you choose to perform depend on the client's objectives and 
the scope of your engagement. The analyses should generate the recommendations and advice 
appropriate to your client's needs, support the suitability of your recommendations, and establish 
adequate documentation of the process used to develop the recommendations.
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.25 Because of the integrated nature of PFP, your analyses and recommendations in one planning 
area can influence or be influenced by other areas of your client's financial environment. For 
example, in analyzing the amount of life insurance needed to fund a potential estate tax liability, you 
might also consider what effect the premature death of a parent could have on the ability to fund the 
children's education.

.26 A number of software programs are available to help you perform your analyses. The 
"Resources" section of this Handbook includes a partial listing of commercially available software. 
Software should not substitute for your understanding of the analysis performed. It is important to 
understand the nature and limitations of the computer applications used in order to ascertain the 
accuracy and integrity of the analysis.

.27 In the course of your analyses, you may determine that your client's goals cannot be achieved. 
This may lead to a reassessment of the goals or the assumptions and estimates used in your analyses.

.28 The final step in developing recommendations is formulating, evaluating, and presenting 
appropriate strategies and courses of action for achieving your client's goals. Your recommendations 
should flow from analyses of relevant information and should be consistent with the client's goals.

Communicating Recommendations to Clients

.29 The end result of the PFP process is client action toward achievement of goals. To facilitate 
this action, a written record of your advice and recommendations helps your client make planning 
decisions.

.30 Objective. Your activities in this segment of the PFP process enable you to:

• Communicate recommendations and advice to the client in a way that clarifies both the 
anticipated effect and the limitations of the recommendations and advice.

• Present alternative strategies to enable the client to evaluate the recommendations in light 
of their situation and goals.

• Develop an action plan that includes the essential tasks, the targeted completion dates, and 
the parties responsible for completing them.

.31 Explanation. To assist your client in making planning decisions, you should communicate 
significant information pertinent to your recommendations, including any qualifications or 
limitations on your recommendations and references to other information that was considered. For 
example, you may include information about cash flow analyses that influenced your 
recommendations about saving for retirement.

.32 Your recommendations may be communicated orally or in writing; however, it is generally a 
good idea to document all substantive communication. Likewise, it is usually advisable to follow 
up oral advice with a written communication.
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.33 A written report may include a summary of the client's goals, a description of the work 
performed and the scope of the engagement, qualifications on the recommendations, clarification 
of the responsibility you are taking for your recommendations or advice, and a summary of actions 
suggested to implement planning decisions.

.34 Qualifications are often expressed in precautionary statements, such as the following:

• "The income and estate tax planning recommendations are based on tax laws and 
regulations that are subject to change."

• "The advice contained in this report is based on your present financial condition, and the 
appropriateness of that advice may change as your personal and financial circumstances 
change or as the economic environment changes."

.35 Once you have communicated your recommendations, and your client has made the 
appropriate planning decisions, it is time to put the financial plan into action. To facilitate this 
process, you can identify the tasks that are essential in order to act on planning decisions.

.36 Often, the presentation of a recommended action plan to the client concludes the initial 
engagement and its fee arrangement. You might then establish a further agreement to undertake 
implementation tasks or to monitor or update the financial plan.

.37 The AICPA has issued a publication, Guide to Communicating the Results of Personal 
Financial Planning Engagements, that more fully explains the considerations in delivering written 
communications to clients. See the “Resources” section for additional product information.

4. OTHER ENGAGEMENT OPPORTUNITIES

Ongoing Services

.01 A successful PFP engagement often results in ongoing services for your clients, perhaps 
involving other financial services in addition to PFP. Examples of such ongoing services include: 
updating financial statements, updating capital sufficiency analyses, preparing income tax 
projections, calculating estimated tax payments, reviewing existing insurance coverage, assessing 
changes in company benefits, and assessing estate planning needs resulting from changes in 
intentions, family circumstances, civil laws, tax laws, or level of wealth or income.

.02 Other PFP engagements typically involve follow-up or revisions to one or more planning 
decisions. These include the following:

• Assisting clients take action on planning decisions
• Monitoring the client's progress in achieving goals
• Updating recommendations and helping the client revise planning decisions

.03 Implementing, monitoring, and updating services are considered separate engagements rather 
than part of the initial PFP engagement. You are not responsible for this work unless you undertake 
it by specific agreement with your client. If you undertake these additional services, another 
engagement letter may be appropriate to document your understanding with the client.

14.03
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Implementing Financial Planning Decisions

.04 Implementation involves assisting your client to take action on planning decisions developed 
during the initial PFP engagement.

.05 Objective. In implementation, you make recommendations or take other steps to ensure 
that your client follows through on planning decisions.

.06 Explanation. You may be engaged to help your client implement planning decisions. This 
may be agreed upon as part of an initial PFP engagement or it may be an additional engagement. 
Your agreement with the client should be documented in an engagement letter.

.07 Implementation includes activities such as selecting investment advisers, restructuring debt, 
creating estate documents, establishing cash reserves, preparing budgets, and selecting and acquiring 
specific investments and insurance products.

.08 Your role in implementation will vary depending on the engagement. Depending on your 
experience and interest, you may—

• Monitor the completion of all steps in the action plan.
• Function as a team leader and coordinate the implementation process.
• Perform some or all of the tasks included in the action plan, such as preparing tax returns.

.09 This part of the process frequently involves other advisers. When other advisers are involved, 
you may—

• Recommend the use of other specific advisers
• Help a client identify and select competent advisers
• Cooperate with and provide information to other advisers
• Coordinate other advisers' participation in this process

.10 In some situations, you may be engaged to implement planning recommendations you did not 
develop. Implementation is complete once your client has acquired all products and secured all 
services identified in the action list.

Monitoring Progress in Achieving Goals

.11 In a monitoring engagement, you undertake procedures designed to determine your client's 
progress in achieving established PFP goals.

.12 Objective. Your activities in monitoring should enable you to:

• Determine whether action steps have been completed
• Ascertain that progress toward achieving goals is acceptable
• Verify that PFP recommendations are still appropriate

¶ 4.12
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.13 Explanation. You may be engaged to perform certain monitoring services, either in 
conjunction with the initial PFP engagement or as a separate engagement after planning decisions 
have been implemented. You may be engaged to review the client's progress or to determine if the 
recommendations are still appropriate to enable the client to meet his or her goals. You may even 
be engaged to monitor financial planning recommendations developed by other advisers.

.14 The determination of whether recommendations are still appropriate is based on developments 
in the following:

• Client circumstances, such as marital status, number of children, employment, and 
financial resources

• External factors, such as tax rates and laws, interest rates, and market conditions

.15 You and your client may agree that you are expected to communicate with the client when 
subsequent developments affect your advice and recommendations. This agreement should be 
considered part of your engagement understanding and documented in an engagement letter.

.16 The monitoring process may identify the need for revisions to existing planning decisions and 
for new or changed financial planning issues to be addressed.

Updating Recommendations

.17 In an updating engagement you help your client revise an existing financial plan and financial 
planning recommendations, as appropriate, in light of the client's goals, current circumstances, and 
current external factors. Updating generally occurs as a result of a monitoring engagement, but may 
also occur as a result of changed goals or circumstances or a lapse of time, independent of a 
monitoring engagement.

.18 Objective. Your activities in updating should enable you to identify planning decisions 
that should be revised and develop revised recommendations as appropriate.

.19 Explanation. You may be engaged to update planning decisions, either in conjunction 
with another PFP engagement or as a separate engagement. Your role may include helping your 
client to revise planning decisions developed by another adviser.

.20 During an update, the planning strategies may be modified. Updates may be scheduled with 
the client on a regular basis, depending on needs. Some areas are particularly critical for certain 
clients and may require frequent updates.

.21 Updating involves a review of existing planning decisions and the development of new 
recommendations as needed. You are, in effect, undertaking the PFP process to develop your 
updated recommendations. This generally involves the same activities involved in the complete PFP 
process, described above.

¶ 4.21



THE PERSONAL FINANCIAL PLANNING PROCESS 1-11

5. DOCUMENTATION

.01 Documentation is critical in every phase of the planning process to demonstrate how the 
engagement was performed and how you arrived at your recommendations and advice. AICPA’s 
Code of Professional Conduct, rule 201 (AICPA, Professional Standards, vol. 2, sec. ET 201) 
indicates that members should have a reasonable basis for conclusions or recommendations in 
relation to professional services.

.02 Objective. Documentation enables you to:

• Demonstrate a systematic approach to the engagement
• Provide a record of your understanding of the client and the engagement
• Demonstrate due professional care
• Support your conclusions
• Provide a source for future reference

.03 Explanation. There should be documentation of the engagement objectives, your 
understanding of the client, and your analysis and recommendations. You may also wish to develop 
standardized client communications that can be tailored to report your advice and recommendations 
for each engagement.

.04 How you document this understanding is a matter of professional judgment, and might be in 
the form of engagement letters or file memos that document oral understandings. Although there 
is no standard format for engagement letters, they generally contain a description of the following:

• Engagement objectives
• The level of services to be provided
• The roles and responsibilities of you, your client, and other advisers
• Fee arrangements
• Any limitations or constraints on the work to be performed
• The term of your services (ongoing or for a limited term)

.05 Work papers may be used to document your analyses of financial information such as earned 
income and expenses, net worth, tax position, and financial requirements and sources of income 
during retirement. These work papers may also document your basis for recommendations.

.06 File memos can be used to document the engagement objectives and your understanding of the 
client and to summarize significant client discussions and meetings regarding substantive issues, 
development of estimates and assumptions and, in particular, differing views on planning decisions 
and on the implementation of decisions.

.07 The documentation of recommendations, advice, and planning decisions may include a written 
communication that relates the analysis performed to the conclusions reached.
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.08 Documentation may be accomplished with some or all of the following tools:

• A signed engagement letter or a file memo that sets forth your oral understanding with the 
client

• A completed data-gathering questionnaire
• A completed checklist or work program identifying the procedures performed
• A description of the client's goals
• Evidence of a review of client documents
• Copies of significant client documents, such as wills and employee benefit statements

6. CONCLUSION

.01 Understanding the mechanics and the benefits of the PFP process is the first step in profitably 
delivering PFP services to your clients. The rest of this handbook builds on this foundation and 
provides information to help you establish a PFP practice, market and sell your services, and manage 
the delivery of your practice to ensure profitability and compliance with applicable laws and 
professional standards.

¶ 6.01



THE PERSONAL FINANCIAL PLANNING PROCESS

EXHIBIT 1-1

FLOWCHART: THE PFP PROCESS

1-13

Define Engagement Objectives
Document understanding of client's goals & resources 
Document understanding of scope & nature of 
services to be provided

Plan Appropriate Engagement Procedures
Document systematic approach

Document analysis and procedures performed that provide 
adequate basis for recommendations

Develop Basis for Recommendations
Collect, analyze, integrate information

Communicate Recommendations
Communicate in writing:

Client's goals, assumptions, 
Limitations on work performed

Identify Tasks for Implementing 
Planning Decisions
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EXHIBIT 1-2

FLOWCHART: ADDITIONAL PFP SERVICES

Client Is Interested in Other Financial Planning Services

 Wants 
 CPA to   

Assist in 
Implementing 
 Planning

Decisions?

 Wants 
  CPA to  

Monitor Progress 
 in Achieving   
  Goals? 

 Wants

CPA to Update 
  Recommendations 
  and Help Revise
  Planning   
 Decisions?

Undertake by Specific Agreement No other PFP 
Services Wanted

NoNoNo

Yes Yes Yes
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ESTABLISHING A PFP PRACTICE

1. INTRODUCTION

.01 The materials presented here offer ideas and strategies for developing and operating a 
profitable personal financial planning (PFP) practice. Whether you are just starting to offer PFP 
services or have been practicing in this field for years, you will undoubtedly find some information 
relevant to your practice.

2. CPAs AND PFP—A NATURAL FIT

.01 PFP, which addresses a client's overall financial future, is a logical extension of tax and 
accounting services. The decision to provide PFP as a separate service may result from a number 
of forces, such as: client requests; personal enthusiasm; new client development; or the wish to 
avoid losing clients to others in the financial services industry who offer PFP services.

.02 CPAs are well suited to provide advice on PFP matters for the following reasons:

• Readily transferrable skills. Accounting skills, such as data gathering, analyzing 
quantitative information, and advising clients, are essential in a PFP engagement.

• Established client base. Established client relationships provide a ready market for PFP 
services. CPAs already assist clients with a variety of wealth management issues. Clients 
are comfortable discussing financial issues with their CPA.

• Financial background. CPAs generally possess an established financial knowledge base 
on which a PFP practice can be built.

• Public perception. Surveys regarding consumer trust rate CPAs at the top of the list. This 
is due, at least in part, to professionally dictated integrity, competence, and objectivity.

3. BENEFITS OF PROVIDING PFP SERVICES

.01 Adding PFP services can broaden the scope of your practice and make it more interesting; offer 
new opportunities for generating revenue and activity during otherwise slow periods; and provide 
the personal satisfaction derived from helping individuals set and reach their important financial 
goals.

Client Service

.02 Clients have questions about their financial future—when to start saving for their children's 
education; how to reduce their income tax burden; how to maximize their retirement nest egg; 
whether they are sufficiently insured. You can respond either as a professional providing a technical 
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answer or as an adviser on financial decisions and strategies. The broader PFP orientation provides 
a valuable service to clients; it helps them establish direction, become more organized, and gain a 
sense of control over their financial future.

Client Loyalty

.03 Because PFP helps them in achieving and maintaining financial "peace of mind," clients 
generally place a high value on these services and perceive the work as important. Many clients are 
overwhelmed by the simplest financial matters and are looking for someone to walk them through 
the resolution of important personal issues—whether it's buying a house, funding college education, 
or going through a divorce. Offering these services can enhance client loyalty and protect against 
the loss of clients to others in the financial services field.

Profitability

.04 PFP can provide an additional source of revenue. The increased revenue often bolsters 
profitability because it is generally more efficient to sell additional services to existing clients than 
it is to attract new clients.

Workload Management

.05 PFP services are generally not subject to the time constraints and deadlines inherent in 
compliance work. With proper management of client expectations, a PFP practice can help stabilize 
your workload.

Personal Development

.06 Many individuals are interested in the various disciplines in PFP, either as a way to expand 
their technical competence or to help with their own financial situation. Knowledge in the areas of 
cash flow analysis, retirement planning, risk management, investments, and estate planning are 
valuable to their general education as CPAs.

Staff Utilization

.07 PFP work can be delegated to experienced staff members, for review by a PFP specialist. 
Under this arrangement, staff stay involved in the PFP process for the same clients that they assist 
with accounting and tax matters. Their enhanced knowledge of the client and the PFP process can 
reinforce their job satisfaction and their value to your clients and your practice.
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Referral Development

.08 A PFP practice broadens the number of professionals you regularly work with. This larger 
circle of professional contacts — insurance brokers, investment advisers, attorneys, appraisers — 
enhances your potential for referrals.

4. OVERCOMING HURDLES

.01 PFP embraces a different philosophy from more traditional CPA services. To be successful — 
to help your clients establish and work toward realistic goals and to do so profitably—you must 
possess or develop the mind-set for looking at client situations and seeing an individual with wealth 
to manage. To begin, assess your attitudes in the following areas.

People Orientation

.02 You must be comfortable working with people and discussing with them the details of their 
finances, their goals and dreams, their ability to tolerate risk, and other issues of a personal nature 
that come up during the course of an engagement. You must have well-developed listening skills 
and be able to evoke the trust of your clients and potential clients.

Future Focus

.03 Your focus in a PFP engagement is different from that in compliance engagements. PFP 
addresses the present and the future. Since you are addressing the future and all its uncertainties, 
there is no prescribed "right" answer for many of your recommendations.

Marketing

.04 A successful PFP practice needs a marketing plan; furthermore, this plan must be implemented. 
You have to be willing to tell people what you do and what benefits there are to PFP.

New Horizons

.05 Your clients need advice on a wide range of financial issues. You must be willing to work with 
them on investment planning and risk management issues.

.06 The checklist in exhibit 2-1 can help you assess whether PFP services are right for you and 
your firm. Once you are comfortable with the "PFP mind-set" — the willingness to work with 
people on forward-looking strategies designed to achieve personal and financial goals; to advise 
your clients on a wide array of financial issues; and to market and sell your services — you are 
personally positioned to offer PFP services. The remainder of this section of the Handbook 
addresses the many considerations in getting started.
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5. STRATEGIC PLANNING

.01 Before committing to the delivery of PFP services, you have to determine whether the idea 
makes sense for you and your firm. Consider issues such as the following:

• Is there support to launch a firm-wide expansion of PFP services? If you are a sole 
practitioner, do you have the patience to establish this practice?

• Does your practice have or can you secure staff that is qualified and committed to providing 
PFP services? Consider both technical and interpersonal skills.

• Does a market for PFP services exist within your client base?
• What is the potential for new clients for PFP services?
• What additional costs will you face? Consider items such as marketing and promotion, 

additional insurance, continuing education, library and reference materials, software, the 
services you plan to offer, and your organizational structure.

• What is your realistic potential for success?

.02 As with any business decision, an analysis must be made of the expected costs and benefits of 
delivering PFP services. In addition, you must consider nonfinancial factors, including the 
opportunities and challenges you face in your market. It is a good idea to prepare a business plan, 
just as you would for a client exploring a new venture or the expansion of an existing one.

.03 A business plan for PFP services should be carefully thought out and flexible, and it should 
establish realistic, measurable goals. Your business plan might include some or all of the following 
components:

• Mission statement
• Practice methodology
• Types of services to be offered
• Coordination/correlation with other services
• Marketing strategies, including a discussion of the targeted niches and an analysis of the 

competition
• Documentation procedures
• Billing practices
• Staffing
• Training and professional development
• Professional liability insurance
• Federal and state regulation (registration related to investment and insurance advice)

.04 A detailed example of a business plan for PFP services is included in appendix A, “Business 
Plan for PFP Services.” The “Resources” section of the Handbook identifies other sources of 
information on strategic and business planning.

.05 Exhibit 2-2 contains a brief checklist summarizing the major considerations in strategic 
planning. The checklist can be used in your decision-making process.
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6. THE RIGHT TOOLS — WHAT DOES IT TAKE TO SUCCEED?

Organization

.01 The delivery of PFP services can be organized in a number of ways—as an auxiliary function 
of an existing tax practice; as a formal, freestanding service department; or even as a completely 
separate entity. Factors such as the size of your practice, the kind of PFP services you offer, your 
experience level, and liability issues significantly affect the decision. For example, a PFP practice 
focusing exclusively on comprehensive engagements might call for a formal PFP department or 
group; this provides more opportunity for the effective use of staff, computer-assisted analysis, and 
formal reporting of the analysis, recommendations, and advice.

.02 In organizing your practice, it is important to assess the specific capabilities of those involved. 
This assessment is essential to organizational planning, service delivery, and staff training. For 
example, a start-up practice may not have an individual with the necessary skill and experience in 
all planning areas (typically, this is true for insurance and investment planning). Practices or 
engagements in this situation may choose a team captain approach with the team captain providing 
client motivation, direction, and support during the planning process. Ideas and implementation 
services may come from other professionals. Careful skill assessment is necessary to design, 
establish, and direct a successful PFP practice.

Commitment

.03 PFP is a very competitive field—a successful practice requires careful planning and a serious 
commitment of resources, energy, and talent. Part of the planning process includes selling 
yourself—and your partners and coworkers—on the concept of PFP services. Once that is done, 
you have to make additional commitments to incorporating the PFP process into your work with 
clients; to mastering the technical, marketing, and interpersonal skills necessary to provide PFP 
services; to developing and implementing a marketing plan.

Technical Competency

.04 PFP is a multi disciplined practice, challenging you to expand your base of technical 
knowledge beyond the traditional fields of accounting, auditing, and tax. Successful practice in this 
area also requires a working knowledge of such fields as risk management, investment planning, and 
estate planning. A concerted effort must be made to stay current in all of these areas by attending 
conferences, completing CPE courses, reading PFP periodicals, and networking with other 
committed professionals.

.05 The AICPA PFP Division publishes the multivolume PFP Library, with volumes on all PFP 
disciplines as well as specialized topics such as planning for closely held business owners and 
planning for divorce. A list of PFP Library publications is included in the "Resources" section of 
this Handbook.
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.06 Formal training is available from a variety of sources. The AICPA and most state societies, 
as well as some colleges, universities, and specialized institutions, offer PFP courses and programs.

.07 The AICPA Professional Development Division has developed a Certificate of Educational 
Achievement program for presentation by state societies to their members. The program consists 
of five integrated courses that qualify for seventy-two CPE hours and provide the background and 
information to provide PFP services to clients. A Certificate of Educational Achievement is issued 
upon successful completion of the full program. More information is included in the "Resources" 
section of the Handbook.

Marketing Plan

.08 CPA financial planners compete daily with dedicated financial planning businesses, banks, 
brokerage houses, and insurance agencies, many of which provide their personnel with extensive 
sales training and organizational support. The importance of a well-developed comprehensive 
marketing plan, providing information about the benefits of PFP and your ability to deliver those 
benefits, is critical to your success. The marketing function is discussed in greater detail in the 
"Marketing and Selling PFP Services" chapter of this Handbook.

Communication and Interpersonal Skills

.09 There is a highly personal dimension to PFP. CPA financial planners must frequently explore 
the emotional aspects of the client's financial beliefs and goals. This directly contrasts traditional 
auditing and tax services that are driven by checklists and programs.

.10 Solid communication and interpersonal skills are essential to your success. You must be 
sensitive to what people tell you; this enables you to establish credibility with both clients and 
potential clients and develop good interpersonal relationships.

.11 The PFP process requires continued interaction to—

• Establish a working relationship.
• Identify financial planning needs.
• Obtain financial and personal information.
• Comprehend personal goals and objectives.
• Determine risk-tolerance attitudes.
• Deliver financial planning recommendations.
• Implement and periodically monitor and update the plan.

.12 Eye contact, handshakes, and even the physical distance from the client affects the client's 
impressions. Your vocabulary is also important; clients can quickly lose interest if you use too 
much technical jargon.
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  Action Tip

The following suggestions may prove beneficial when interacting with clients and potential 
clients.

• Arrange a meeting location where you will have the client's undivided attention.
• Have all the decision-makers at the meeting—husband and wife, if possible.
• Be prepared. Plan an approach for the first meeting with a client. Determine how 

well informed the client is in financial matters and what motivates the client (reducing 
taxes, building wealth, safeguarding wealth, avoiding details, or providing for a 
family's financial needs).

• Observe and match your client's verbal and nonverbal style. Is the client brisk and 
businesslike or casual and friendly? Is he or she interested in details or only the 
overall picture? Try to identify the words and concepts to which the client responds 
positively and negatively.

• Engage in as much incidental conversation as the client seems to want.
• Avoid talking too much. A good communicator should steer the conversation by 

asking the right questions and then listening carefully to the answers without 
interrupting unnecessarily.

• Your choice of words should be client-centered—focus on you, your family, and your 
business, rather than I or we.

• Ascertain and address the client's concerns and expectations.
• Discuss those expectations so the client knows that the message has been heard.
• Only after you have established a mutual relationship, proceed by emphasizing the 

benefits of the PFP process and explaining what you can do for the client.

.13 You and any staff members working with clients should identify developmental needs in . 
communication and interpersonal skills. Training is available from a number of sources, including 
the AICPA Professional Development Division. A list of training sources is included in the 
"Resources" section of this Handbook.

Engagement Management Tools

.14 Once your marketing efforts are successful, you must be prepared to efficiently deliver quality 
services for your clients. You can maximize your efficiency by establishing a system for gathering 
and analyzing data, communicating recommendations, documenting decisions, and other aspects 
of the PFP engagement. The tools (checklists, data gathering forms) should be adaptable to a wide 
variety of clients, yet flexible enough to account for the unique circumstances in each engagement. 
Tips and strategies for successful engagement management are discussed more fully in the 
"Managing for Profitability" chapter of this Handbook.
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Staffing Considerations

.15 Competent professionals and support staff contribute to the successful delivery of PFP 
services. Careful selection and training of suitable personnel are essential.

.16 In selecting staff, look for professionals who either possess or have the potential to develop 
good communication and interpersonal skills. Such people are usually adept at public relations, 
which is important in attracting new business and retaining old business. Ideally, your staff should 
have analytical skills, as well as business experience and practical experience in financial matters.

.17 Professional Staff. In addition to being enthusiastic about the benefits of PFP services and 
willing to devote time to them, professionals working with PFP clients must be able to do the 
following:

• Market PFP services both within the firm and to existing and potential clients
• Relate to clients and understand their concerns and problems
• Anticipate clients' financial concerns and recommend creative solutions
• Stay current on a broad range of information
• Supervise staff in technical areas

.18 Support Staff. Depending on their qualifications, non-CPAs, such as administrative 
assistants or paraprofessionals, can perform many of the tasks involved in delivering PFP services, 
freeing you to focus on the PFP process and generate new business.

.19 Paraprofessionals—or paraplanners—can assist by monitoring data collection, following up 
with clients and other advisers, preparing working papers, providing client contact in your absence, 
and assisting in report preparation. Paraplanners should possess good problem-solving and other 
analytical abilities, listening and communication skills, initiative, and a client service orientation. 
They should also be familiar with the range of PFP services you offer, enabling them to identify 
opportunities for marketing and selling additional services.

.20 If your staff includes non-CPAs, a CPA should supervise their work to ensure compliance with 
the AICPA's professional, ethical, and reporting standards.

Action Tip

The use of a standardized, yet flexible work program can help you effectively utilize staff. You 
can then place greater reliance that the work is done in accordance with your standards and use 
the analyses performed as the basis on which client recommendations are made. This is discussed 
in greater detail in the "Managing for Profitability" chapter of this Handbook.
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Regulatory Issues

.21 Many states have regulations for CPAs who hold themselves out to the public as personal 
financial planners. Check with the state boards of accountancy in the states where you practice to 
investigate the applicable state regulations.

.22 You should also be familiar with the provisions of the Investment Advisers Act of 1940 and 
its impact on CPA financial planners who give investment advice. These issues are addressed 
briefly in this Handbook in appendix F, "Investment Adviser Registration Issues," and more fully 
in the PFP Library volume Guide to Registering as an Investment Adviser.

Library

.23 A PFP practice requires adequate resources, including books, periodicals, and reference guides. 
A list of possible library resources is included in the "Resources" section of the Handbook. You can 
review this list to determine those items that are appropriate for your library.

Computer Software

.24 While analyzing your clients' information and developing your planning recommendations, you 
will typically perform many calculations under a variety of assumptions. The appropriate software 
can help you to efficiently undertake this analysis and assist in the development of your 
recommendations.

.25 Software Decisions. Software packages vary greatly in a number of attributes, including the 
calculations performed, "what if' capabilities, the information used and generated, graphics, report 
design, and flexibility of use. Your PFP software decision depends primarily on what you want the 
software to do. Some packages make calculations that function as workpaper support; others have 
automatic graphics and modifiable boilerplate reports. Sophisticated, comprehensive PFP software 
systems perform extensive calculations, allowing you to analyze the financial information to arrive 
at recommendations for the client. These programs save calculation time and greatly reduce the 
possibility of errors.

.26 Integrated programs eliminate the need to reenter the same data for different calculations. For 
example, an integrated program will use the data entered in the cash flow and balance-sheet sections 
not only to calculate projected cash flows and balance-sheet information, but also to calculate 
retirement funding, income tax projections, and other computations. Although integration can be 
time saving and efficient, it can also be expensive and inflexible.

.27 The software you select depends on the complexity, volume, and diversity of your 
engagements, and other considerations such as the following:

• Compatibility of the software with existing hardware
• Sophistication and flexibility of the program
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• Cost to purchase, install, and maintain the software and to train the users
• The vendor's stability and enhancement program

A checklist of the major considerations in a software purchasing decision is included in exhibit 2-3.

.28 Sources. A list of some of the better-known PFP software packages is included in the 
"Resources" section of the Handbook. This information may provide a starting point for your 
software investigation. The vendors should be contacted directly for information about their 
products and to verify the details, such as cost, hardware needs, and support, which are subject to 
change. Many vendors will also provide a demonstration copy of their software.

Action Tip

Avoid using a software program as a substitute for your own expertise. Develop a personalized 
philosophy and approach to PFP first, then select software that supports your style. PFP software 
should be viewed as a tool to help you gain efficiency in your practice, not as the determinant of 
how you do your planning.

.29 Customized Technology. You may decide that none of the available software programs fit 
your needs. You can then develop your own templates and programs that perform specific 
calculations or generate reports.

.30 Partially Computerized Systems. Existing software, such as tax planning and word 
processing packages, can be used to automate segments of the PFP process. Some CPAs develop 
spreadsheets to perform calculations and analyses. Specialized features, such as an estate-planning 
package, can be added as needed.

.31 On-line Information Services (Databases). A number of vendors offer on-line information 
retrieval databases to assist with a variety of research projects (for example, Research Institute of 
America (RIA) and Commerce Clearing House (CCH)). Using an on-line database may expedite 
research of tax or economic issues pertinent to a PFP engagement.

7. GETTING STARTED

.01 Now that you've done your homework and decided that PFP is the right field for you, you're 
probably asking, "How do I get started?" Like any business undertaking, you need a plan. Several 
considerations in getting started are discussed in the article in exhibit 2-5.
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  Action Tip

To gain experience and develop your expertise, try some of the following strategies:

• Prepare your own plan. This gives you experience with the mechanics of the process.
• Practice on nonclients such as relatives. The downside is you may find yourself 

working with people who are not very committed to the process.
• Work with another CPA. This would give you both experience as planners and of 

being in the role of the client. Being the patient has often helped doctors to develop 
sensitivity about how it feels to receive treatment.

• Consider preparing financial plans for your partners, but bear in mind that you work 
with these people on a daily basis. Take stock of the implications of the personal 
details that may come to light in the process; you and your partners may know how 
much each of you takes out of the firm but very little about how it is spent.

• An alternative to the preceding item is to simply teach your partners the PFP process 
and challenge them to develop their own plans. Coach them on the process without 
going into specific details.

• Expand advice you provide to existing clients. If you have an existing client base, 
you probably already advise your clients on a number of financial planning issues, on 
an informal basis. A PFP orientation enables you to view a client's situation from a 
slightly different perspective.
For example, assume that a client purchasing a new residence requests advice about 
a fifteen- versus a thirty-year mortgage. From a tax perspective, the concern is 
primarily with the deductibility of the interest expense. You could also ask whether 
the larger loan payment over a shorter period of time would influence other uses of 
cash, such as retirement or education funding. This simple inquiry could expand your 
service into a PFP engagement.

• Review client tax returns for planning ideas. The article included in exhibit 2-5 
discusses this process in greater detail.

• Offer your friends, relatives, and clients second opinions on plans prepared by others. 
Use this review to verify that the client understands the recommendations and to 
identify any additional recommendations or planning needs. Offering second 
opinions also gives you the opportunity to see how other planners present their plans, 
what information is included or excluded, and how well the recommendations are 
supported by the data in the plan. It also enables you to see different presentations 
and uses of text, charts, and graphs.

.02 There is no magic formula to developing a successful PFP practice; however, the following 
steps can help you establish yourself as a CPA offering PFP services.

1. Assess your technical competency and communication and interpersonal skills and develop 
needed skills.

2. Identify your target market and develop a marketing plan.
3. Develop an efficient system of practice management, including software, support staff, 

forms, and checklists (see the "Managing for Profitability" chapter of this Handbook).
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4. Promote your practice. Let people know that you provide PFP services. If you have an 
existing client base, start there. Identify ways to offer your clients additional benefits 
through PFP services.

5. Do it. You need to get your feet wet. Start slowly, working in areas with which you are 
most comfortable. As you gain knowledge and experience, you can expand the scope of 
your services. The PFP Work Program, included in appendix B, "PFP Work Program," can 
help you identify the steps and procedures to be undertaken in each engagement.

8. CONCLUSION

.01 CPAs are uniquely qualified to bring together all the information and skills needed to develop 
a financial plan that addresses the complete range of their clients' financial needs. Your professional 
expertise, coupled with sensitivity to your clients' personal and financial concerns, creates an 
exciting business opportunity that can be personally rewarding both for you and your clients.
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EXHIBIT 2-1

CHECKLIST: IS PFP RIGHT FOR YOU?

Although there is no quantitative way to determine how well PFP services will fit into your practice, this 
checklist can help you evaluate your strengths and weaknesses and identify developmental needs before you 
move forward with the delivery of PFP services.

Firm or Organizational Assessment
Development

Characteristic Low High Need

Commitment of time and resources □ □ □
Ability and willingness to wait for future financial rewards □ □ □
Personnel available to assist in PFP services □ □ □
Existing clients with PFP needs □ □ □
Existing referral network □ □ □

Self-Assessment: Personal Characteristics

Characteristic Low High
Development 

Need

Communication skills □ □ □
Listening skills □ □ □
Comfort in discussing personal issues with clients □ □ □
Marketing skills □ □ □
Willingness to sell professional services □ □ □
Selling skills □ □ □
Flexibility in addressing different client needs □ □ □
Comfort in making recommendations based on 
estimates, assumptions, and other uncertainties □ □ □

Self-Assessment: Technical Knowledge of PFP Areas:

Area of Knowledge Basic Intermediate High
Development 

Need

Financial and Cash Management
Financial statement analysis □ □ □ □
Liquidity □ □ □ □
Leverage □ □ □ □
Net worth □ □ □ □
Cash flow analysis □ □ □ □
Budgeting □ □ □ □
Debt management □ □ □ □
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Development
Area of Knowledge Basic Intermediate High Need

Tax Planning Strategies
Deferrals □ □ □ O
Tax reduction □ □ □ □
Income shifting □ □ □ □

Charitable Giving
General tax considerations □ □ □ □
Planning techniques □ □ □ □
Property selection □ □ □ □
Use of trusts □ □ □ □
Private foundations □ □ □ □

Retirement Planning
Defined-benefit plans □ □ □ □
Defined-contribution plans □ □ □ □
Other qualified plans □ □ □ □
Nonqualified plans □ □ □ □
Lifestyle considerations □ □ □ □
Pre-retirement considerations □ □ □ □
Taxation of distributions □ □ □ □
Social security □ □ □ □
Medicare □ □ □ □
Medicaid □ □ □ □

Estate Planning
Will review □ □ □ □
Estate liquidity analysis □ □ □ □
Property ownership considerations □ □ □ □
Probate and administration issues □ □ □ □
Federal estate tax □ □ □ □
State tax issues □ □ □ □
Estate tax planning strategies □ □ □ □
Inter vivos trusts □ □ □ □
Testamentary trusts □ □ □ □

Education Funding
Needs analysis □ □ □ □
Funding strategies □ □ □ □
Alternative fund sources □ □ □ □

Risk Management
Needs analysis □ □ □ □
Life insurance products □ □ □ □
Insurance costs □ □ □ □
Disability insurance □ □ □ □
Health insurance □ □ □ □
Property and casualty insurance □ □ □ □
Long-term care insurance □ □ □ □
Business insurance □ □ □ □
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Area of Knowledge

Investment Planning 
Present-value calculations 
Evaluating risk tolerance 
Investment constraints 
Determining investment risk 
Analyzing risk and return 
Asset allocation theory 
Asset allocation strategies 
Investment performance monitoring 
Investment products:

Corporate stock 
Corporate bonds 
Municipal bonds 
U.S. Government obligations 
Zero coupon bonds
Annuities 
Mutual funds 
Money market funds 
Mortgage-backed securities 
Derivatives
Puts, calls, straddles 
Real estate 
Oil and gas 
Precious metals 
Collectibles 
Commodities 
Tax shelters

Small Business Planning 
Employer provided benefits 
Succession planning

□□□□□□□□ 
□□□□□□□□□□□□□□□□□ 

□□
Development 

Basic Intermediate High Need

□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
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EXHIBIT 2-2

CHECKLIST: STRATEGIC PLANNING

MONTHLY CHECKLIST SERIES

STRATEGIC PLAHNING

CHECKLIST 
Strategic planning is a critical management process in a highly 

competitive and rapidly changing business environment. 
Here is an outline of the three-step process that is the basis 

of a productive planning meeting.

Step 1: Prepare for the strategic planning meeting.
□ Decide whether to use an outside facilitator.
□ Select the meeting date and site and assign responsibilities.
□ Research these data for meeting packets:

1. Internal firm information for strength and weakness analysis:
□ Client input.
□ Staff input.
□ Participant input.
□ Financial information.
□ Client-base information.

2. External impact information:
□ Participant input.
□ Industry trends from outside sources.
□ Organize the agenda and meeting packets.

Step 2: Conduct the meeting.
□ Create a mission statement. (Who are we?)
□ Prepare a situation analysis. (Where are we today?)
□ Envision the future. (What do we want to become?)
□ Choose goals and strategies. (How do we get there?)

Step 3: Implement the plan.
□ Write the plan.
□ Communicate the plan.
□ Monitor achievement.

This checklist was adapted from Strategic Planning: A Step-by-Step Guide to Building a Successful CPA Firm, published by the American 
Institute of CPAs management of an accounting practice committee.

Copyright © 1994 by the American Institute of Certified Public Accountants, Inc.
Opinions of the authors are their own and do not necessarily reflect the policies of
the AICPA.
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EXHIBIT 2-3

CHECKLIST: EVALUATING PFP SOFTWARE

Program __________________________________________________

Vendor____________________________________________________

Price____________________ Annual Maintenance____________________

System Requirements: Configuration ___ ________________________
Disk space ___ ________________________

Operating System ___________________________
Printer Requirements ____________________________

Network Support _ __________________________

Yes No
Planning Areas:

Comprehensive □ □
Cash flow analysis □ □
Goal funding □ □
Retirement planning □ □
Income tax planning □ □
Estate planning □ □
Insurance needs analysis □ □
Investment planning □ □
Investment monitoring □ □
Other___________________________ □ □
Other___________________________ □ □

Data Input and Analysis:
Ease of learning □ □
Ease of use □ □
Integration of data □ □
What-if capabilities □ □
Calculation speed □ □
User's ability to review calculations □ □
Other___________________________ □ □
Other___________________________ □ □

Output:
Comprehensive reports □ □
Personal financial statements □ □
Summary of recommendations □ □
Quality □ □
Other___________________________ □ □
Other___________________________ □ □
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Best Feature:

Yes No
Support:

Installation □ □
Training □ □

Manuals □ □
Tutorial □ □

Technical support □ □
Available twenty-four hours a day □ □
Toll free □ □
Other costs □ □

Other Features:
Text processor for customizing reports □ □
Compatibility with existing or planned software □ □
Other___________________________ □ □
Other___________________________ □ □

Worst Feature:

Other Considerations:
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EXHIBIT 2-4

ARTICLE: HOW TO GET STARTED AS A FINANCIAL PLANNER

HOWTO 
GET STARTED 
AS A FINANCIAL
PLANNER
Three practitioners share their experiences 
in making the transition to a PFP practice.
by Peter D. Fleming

In the 1980s, as the term “financial planning” 
first entered the American consumer’s lex
icon, almost anyone could and did call him
self or herself a financial planner. 
Stockbrokers, accountants, bankers, insur
ance agents and others claiming specialized 
training offered a confusing array of cre
dentials: CFP, CPA, CLU, APFS and 
ChFC. But as the smoke clears in the fi
nancial services industry, CPAs, many 
holding the accredited personal financial 
specialist (APFS) designation conferred by 
the American Institute of CPAs, have 
emerged among the leaders in delivering 
financial planning services. (For more on 
the APFS designation, see the sidebar on 
page 42.)

Today, more CPAs are considering ex
panding into personal financial planning and 
still others are considering specializing in 
this discipline. To help them get started, 
the Journal spoke with three successful 
practitioners to see how they got where

PETER D. FLEMING, CFP, is a senior editor with 
the Journal.

Mr. Fleming is an employee of the American Institute 
of CPAs and his views, as expressed in this article, 
do not necessarily reflect the views of the AICPA. 
Official positions are determined through certain spe
cific committee procedures, due process and deliber
ation. 

they are today and what advice they can 
offer others who may be hoping to achieve 
similar success.

LARRY FOWLER—
AVOIDING THE TAX WARS______________
Larry Fowler, CPA, APFS, has always 
been associated with local firms, first in Cal
ifornia and now in Bellevue, Washington, 
where he is a sole practitioner. Fowler’s 
experience includes tax, auditing and com
pilation engagements, primarily for small 
businesses. After heading the tax depart
ment of a large local firm, he decided to 
avoid “the annual wars of hundreds and 
hundreds of tax returns” and open his own 
office. “I do nothing more,” Fowler says, 
“than financial planning and taxes.” Even 
so, he prepares tax returns only for plan
ning clients.

When asked why he started a PFP prac
tice, Fowler answers simply: “Because I en
joy it.” He adds, “It’s much more creative 
than traditional accounting.” Fowler also 
wanted to operate his practice on a reduced 
scale, with fewer responsibilities in terms 
of employees and less liability exposure.

GETTING STARTED______________________
For Fowler, the difficult part of getting 
started was understanding the scope of the 
subject. “In financial planning’s relatively

Copyright © 1992 by the American Institute of Certified Public Accountants, Inc.
Opinions of the authors are their own and do not necessarily reflect the policies of
the AICPA.



2-20 PFP PRACTICE HANDBOOK

short history, we have been through a pro
cess of figuring out what it is—and we’ve 
been at it for almost 20 years.” Fowler en
courages beginners to stick with what they 
are doing while testing their concept of fi
nancial planning. “If you have a non-PFP 
practice, keep it going while you develop a 
financial planning model that works for you 
and your clients.”

Fowler recommends taking small, man
ageable steps, the first being to develop 
technical skills. “Learn how to do cash flow 
projections, about interest rates and how 
inflation and financial markets work to
gether.” Fowler says it’s important to “get 
good at what you do technically before you 
try to market financial planning to others.” 
He suggests practicing by doing free plans 
for friends or long-time clients.

TWO NEW DISCIPLINES_________________
Most CPAs find financial planning involves 
more reading, research and learning. Fow
ler had to master two areas not part of tra
ditional accounting: insurance and 
investments. Before offering himself to 
clients as a financial planner, Fowler 
learned everything he could from insurance 
agents—their products and industry, the 
way they do business and the relationships 
they have with their clients. “I knew if I 
got involved in financial planning I’d even
tually have to talk to clients about life in
surance, and I like to know what I’m talking 
about.” Fowler found himself making sim
ilar forays into investments, spending time 
with investment professionals and reading 
about investment theory.

USES OF TECHNOLOGY_________________
Technological innovation has had a dra
matic effect on financial planning. Early 
plans were produced with a yellow pad and 
a well-sharpened pencil. Comprehensive 
PFP software assumed much of that burden 
in the mid-1980s. Today, technology has 
come full circle. Many believe most com

mercially available PFP software is not use
ful in practice, a view Fowler shares.

“As planners, we are trying to create a 
basis for an opinion we want to give a client. 
To do this, we need computer tools that will 
illustrate the wisdom of our recommenda
tions. Most financial planning software 
takes a ‘cookie cutter’ approach, treating all 
clients roughly the same.” Using spread
sheet software, Fowler has developed his 
own templates for customizing solutions to 
clients’ problems such as retirement fund
ing, education planning or life insurance 
needs. “Most software,” Fowler says, “is 
weak on analysis; it doesn’t have the tools 
to analyze insurance or investment recom
mendations.”

Because computers can crunch numbers 
a lot faster, they remain an essential finan
cial planning tool. Fowler estimates a 
$1,000 up-front cost for a good spreadsheet 
or word processing program and a $500 an
nual cost for updates and new specialized 
software. Those doing more in-depth in
vestment analysis can expect to spend 
$3,000 to $4,000 for an investment moni
toring program, with $500 annual updates.

REGISTRATION AS AN INVESTMENT 
ADVISER______________________________
As a Washington State resident, Fowler is 
registered with the Securities and Ex
change Commission as an investment ad
viser. Washington requires anyone calling 
himself or herself a financial planner to reg
ister, the only state that has such a require
ment.

In other states, opinion is divided on 
whether CPAs should register with the 
SEC and their state securities departments 
when their performance of investment ad
visory services is “solely incidental to the 
practice of accounting,” a description fitting 
many CPAs doing PFP. While the AICPA 
has taken the position that registration is 
not required, Phyllis Bernstein, director of 
the AICPA personal financial planning di
vision, recommends consulting a local at
torney. She says most CPAs qualify for an 
“accountant’s exception” because they don’t 
sell securities, hold client funds for invest
ment purposes or hold themselves out as 
investment advisers.

Even if he didn’t live in Washington, it’s 
unlikely Fowler would qualify for the ac
countant’s exception. He does hold himself 
out as an investment adviser and makes 
specific investment recommendations, be
lieving he must do so to plan properly for 
his clients.
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TRANSITION TO A PFP PRACTICE_________
Fowler saw some change in revenue when 
he switched his practice to PFP. “There 
was a period when I had to accept engage
ments I ordinarily would not have chosen, 
because of the economics.” To help pay the 
bills, in his first year on his own he had to 
do accounting other than financial planning. 
And while he often wishes he had a stable 
of tax clients to fall back on, Fowler found 
it necessary to downsize his practice to con
centrate on PFP.

Another skill new planners must acquire 
is the expertise to market themselves as 
financial planners. Fowler says the wrong 
approach is “selling” financial planning to 
clients rather than finding out what’s wrong 
with a client’s finances and offering solu
tions to their problems. “The most effective 
marketing tool I’ve found is listening to 
what’s causing clients or prospective clients 
pain and offering a program to alleviate that 
pain.” (For more on marketing PFP, see 
the sidebar on pages 44-45.)

HELP AND SUPPORT____________________
Support for new and ongoing planners 
comes from a variety of sources. Fowler 
speaks highly of the PFP division. The di
vision, with 7,000 members, offers re
sources such as

■ The Planner, a bimonthly newsletter.
■ Practice aids, including a three-volume 

practice manual.
■ An annual technical conference. (See 

the box on page 45.)
Support also is available from state so

cieties through seminars, specific informa
tion on practicing PFP in that state and a 
chance to interact with peers actually doing 
planning locally. Most state societies have 
PFP committees, and many sponsor 
roundtables where planners exchange ideas 
on practice marketing and development, 
software and local tax issues.

HELPING CLIENTS FEEL BETTER___________
Fowler believes most people, even success
ful ones, struggle with their finances. In 
doing so, they want to talk to a professional 
to find out if they are on the right track. 
One “old financial friend” they depend on, 
Fowler says, is the CPA who does their 
taxes. For Fowler, the transition to finan
cial planning has brought him considerable 
satisfaction. “When you see somebody feel 
better about where he or she is going in 
life, you feel better as well—and you get 
paid for it.”

ISABELLE CURTISS—
A NEED FOR FLEXIBILITY________________
Isabelle Curtiss of Middlebury, Connecti
cut, is no stranger to success. Her nearly 
20-year accounting career includes both au
dit and tax work. She left Coopers & Ly
brand to start a PFP practice as a sole 
practitioner. Today, she has a successful 
practice with PFP clients totaling 60% of 
her business.

Why did Curtiss elect to do financial plan
ning on her own? She believes planning is 
a personal, partner-level service in which 
clients expect to talk to someone with ex-

■ IN AN ENVIRONMENT where al
most anyone can say he or she is a “fi
nancial planner,” CPAs’ background and 
training have positioned them as leaders 
in delivering personal financial planning 
services.
■ FOR THOSE CONSIDERING spe
cializing in PFP, the accredited personal 
financial specialist designation can give 
prospective clients assurance a CPA has 
met strict requirements and is prepared 
to deliver high-quality services.
■ THREE SUCCESSFUL planners 
around the country agree the transition 
to financial planning is well worth the 
effort. All recommend acquiring the 
needed expertise before starting an in
dependent practice.

■ NEW FINANCIAL PLANNERS 
will find themselves acquiring disciplines 
not traditionally associated with account
ing, such as insurance planning, invest
ments and retirement funding.
■ COMPUTER SOFTWARE CAN 
help new planners get started. Some sea
soned planners, however, find compre
hensive PFP software is not flexible 
enough to address special situations.
■ ESTABLISHING A PFP practice in
volves a significant commitment of time 
and money. CPAs starting from scratch 
can expect an up-front cost of $5,000 to 
$10,000, not all of it cash. Some costs are 
measured in billable time “lost” to learn
ing new disciplines; hard costs include 
new software, equipment and tuition.
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perience. “In a large firm, it’s difficult to 
maintain that one-on-one relationship when 
someone up above keeps looking at the cost
effectiveness of what you’re doing and pres
suring you to do other work.” Curtiss says 
she needed “the freedom to talk to clients, 
sift through their priorities and make ap
propriate recommendations.” Flexibility 
was the main reason for going out on her 
own. “I do have a regular accounting prac
tice, but it’s specialized in closely held busi
ness clients and the financial planning it 
takes to respond to their needs.”

Like most sole practitioners, Curtiss 
does other work, including tax return prep
aration, pension plan administration and 
some corporate tax work. She says, “Doing 
tax returns supports my financial planning 
work. I have a foundation I can rely on for 
the bread and butter.”

MAKING THE TRANSITION______________
Curtiss says she brought many PFP-re
lated disciplines from her earlier work, in
cluding cash flow, budgeting and tax. Her 
estate and retirement planning background 
helped, too. “I was already technically com
petent in many areas a planner needs.” 
Still, she found herself doing considerable 
reading on insurance, investments and 
charitable giving, areas in which she knew 
she was weak. Curtiss says while CPAs 
often are part of a financial planning team 
including an insurance agent, stock broker 
and attorney, the CPA needs varied ex
pertise to communicate with the client and 
his or her advisers. “Clients look to you to 
explain the alternatives before going to the 
professional—insurance, investment, le
gal—for implementation.”

Being a CPA is a definite asset for Cur
tiss. “My CPA credentials give me the re
spect of the public and my clients. Adding 
the APFS designation has given me a cre
dential to support my contention that I do 
financial planning.” She says since clients 
have more than one need, the flexibility of 

being able to switch from income tax to es
tate planning is a “dynamite asset” for any 
planner.

THE SOFTWARE QUESTION_______________
Curtiss is not a proponent of comprehensive 
PFP software. “Most clients want seg
mented planning,” she says. “It may be a 
comprehensive engagement by the time I’m 
finished, but it’s spread over time.” For this 
type of work, she recommends individual 
stand-alone software programs that calcu
late, for example, education funding or life 
insurance needs. The software should allow 
data to be “exported” to other parts of the 
program to minimize data input and should 
produce a plan tailored to the client’s needs. 
Most such programs are inexpensive when 
compared with comprehensive packages.

IMPORTANCE OF VISIBILITY_____________
Marketing is critical for any CPA on her 
own, Curtiss points out, since at larger 
firms “marketing does not have to be part 
of your career.” She emphasizes that “peo
ple won’t be aware you are providing the 
quality services you perform unless you’re 
out front where they can see you.” She rec
ommends speaking engagements and, 
where possible, writing. “Write an article 
for a technical journal or local newspaper. 
Researching the article gives you a chance 
to train yourself, and it’s fun.” Curtiss does 
not recommend advertising, saying, “It just 
doesn’t work.”

THE BOTTOM LINE______________________
Expanding into PFP is not expensive, Cur
tiss says, but there are some new expenses. 
Hers include annual dues (PFP division, 
$115; APFS, $150), added research services 
including the Commerce Clearing House 
Financial and Estate Planning, invest
ment services such as Value Line and other 
PFP practice aids (about $2,000 annually) 
and continuing professional education. Most 
CPAs already incur CPE expenses but will 
need to include PFP-related areas.

A NEW WAY TO DO THINGS_____________
Curtiss enjoys financial planning because it 
gives her a chance to “touch people’s lives.” 
Her work gives her the satisfaction that she 
has shown her clients “a way that didn’t 
exist before” and “introduced them to a con
cept that saved them money.” Bringing a 
smile to a client’s face is something Curtiss 
says she “wouldn’t be able to do with rou
tine accounting.”

For those considering specializing in

Isabelle Curtiss
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PFP, Curtiss has some capsule advice: “Fi
nancial planning is the seasoned end of a 
person’s practice. Work with a quality 
professional experienced in financial plan
ning before going out on your own. Exper
tise is what sets a planner apart from his 
or her peers.”

TERRY STOCK—
DEEP IN THE HEART Of TEXAS___________
Despite the economic woes that have beset 
the city and state he calls home, Terry 
Stock has managed to prosper as a financial 
planner in Houston. His background as a 
general CPA practitioner is supplemented 
by five years as an Internal Revenue Ser
vice field agent auditing small businesses. 
Since deciding to specialize in financial plan
ning, he has added the APFS designation 
to his credentials.

After spending the 1980s with several lo
cal firms and at KPMG Peat Marwick, Stock 

decided to strike out on his own again as a 
sole practitioner in 1990, doing PFP and tax 
work exclusively. “You still have to do tax 
returns to survive, to feed your family and 
pay the rent.” But Stock prefers to avoid 
accounting work: “I generate no financial 
statements. I don’t even have a general 
ledger package on my computer.”

TAKING CARE OF THE WHOLE CLIENT
Stock’s career has allowed him to see PFP 
at several different levels. “I’ve been with 
big firms where I instituted a financial plan
ning practice; I’ve been with one-partner 
firms where we did planning out of neces
sity to serve our clients; and I’ve been on 
my own.” He points out that financial plan
ning has only recently become a service peo
ple are willing to pay for. Today, his 
practice is restricted to upper-level clients.

Stock says he got into financial planning 
just as Houston began its economic down-

WHAT IS THE APFS DESIGNATION?

How can CPA financial planners set 
themselves apart from their competi
tion? Many elect to pursue the ac
credited personal financial planning 
specialist (APFS) designation conferred 
by the American Institute of CPAs. In 
a constantly changing business environ
ment, many believe the APFS designa
tion is the consumer’s assurance a CPA 
has met strict requirements and is pre
pared to deliver high-quality profes
sional services.

APFS REQUIREMENTS
To obtain the APFS designation, a can
didate must

■ Hold a valid state CPA certificate.
■ Be a member in good standing of 

the AICPA.
■ Have at least 250 hours of PFP ex

perience per year for the three years 
immediately preceding the application. 
This experience must be in each of the 
six financial planning practice areas: 
the PFP process, personal income tax 
planning, risk management planning, 
investment planning, retirement plan
ning and estate planning.

■ Submit a written statement of in
tent to comply with all reaccreditation 
requirements.

■ Successfully complete a six-hour 
examination consisting of multiple
choice questions, objective-format 
other than multiple-choice questions 
and a case-study question.

■ Submit six references substantiat
ing professional experience in personal 
financial planning.

Pending the results of the exam ad
ministered in January 1992, 595 CPAs 
nationwide hold the APFS designation. 
They receive marketing support from 
the AICPA PFP division, including a 
toll-free number potential clients can 
call to get the names of APFS planners 
in their state. Designees also have ac
cess to a six-page brochure, which can 
be printed with their firm name, ex
plaining the APFS designation to 
clients.

FUTURE EXAMS
The APFS examination is given twice 
each year. It next will be administered 
on September 25, 1992, at 22 sites 
around the United States. Additional 
information on the exam and the APFS 
designation is available by calling 1- 
800-966-7379 or writing AICPA-PFP 
Division, 1211 Avenue of the Americas, 
New York, New York 10036-8775.
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MARKETING 
PFP SERVICES: 
WHAT WORKS, 
WHAT DOESN’T

How should CPAs market finan
cial planning services? Even 
more important, how shouldn’t 
financial planning be marketed? 
Developing a marketing plan 
typically involves both success 
and failure. Here are some ideas 
from experienced PFP practi
tioners.

MARKETING SUCCESSES
Over time, our firm has refined 
our marketing plan into a five- 
step process.

Step 1: Know what you do in 
PFP. The entire financial plan
ning process, from start to fin
ish, should be in place before 
marketing the service to clients. 
It’s not possible to sell your fi
nancial planning expertise suc
cessfully until you clearly 
understand how you can help 
clients.

Step 2: Believe in the PFP 
process. Many marketing mis
takes stem from forgetting why 
you’re involved in PFP in the 
first place—to help clients 
achieve financial peace of mind 
by understanding their financial 
goals and developing a plan to 
meet those goals.

Step 3: Identify your target 
market. What types of clients 
are likely to benefit most from 
the services you provide? If 

your expertise is developing 
cash flow models to evaluate re
tirement-plan distribution op
tions, your marketing plan 
should target employees about 
to retire.

Step 4: Communicate with 
your target audience. Knowing 
what services you provide and 
to whom enables you to develop 
a communication program tai
lored to your target audience. 
Use marketing tools that will 
enable you to inform potential 
clients of your availability and 
expertise.

Step 5 : Follow up with poten
tial clients. Few clients in
stantly engage your services as 
a financial planner. Most need 
time to consider the services 
you offer, consult with their 
spouses, etc. It is, however,

turn. His clients began asking more unusual 
questions about tax shelters, etc. “I found 
myself needing to answer questions that 
went beyond what the typical CPA deals 
with.” Stock believes if you don’t talk to 
clients about financial planning concerns, 
someone else will.

SOFTWARE CAN HELP___________________
Software can help a new planner “pull it all 
together,” according to Stock. He says PFP 
software forces him to find answers to all 
the questions the program poses. “After a 
few years, many practitioners move away 
from canned programs as they become more 
comfortable with what they are doing.” 
Most, Stock says, develop their own soft
ware. But he believes a comprehensive fi
nancial planning software package helps 
beginners understand what a good financial 
plan should include.

WHAT YOU DON'T KNOW
CAN HURT YOU________________________
For Stock, starting out in financial planning 
meant changing his “study” habits and the 
way he approached his work. He found him
self doing more reading than ever before, 
much of it in nontechnical publications such 
as Money magazine or the Wall Street Jour
nal. “You have to read what your clients 
are reading” and be ready with answers to 
their questions.

As a CPA, Stock had some difficulty with 
the “less precise” nature of financial plan
ning. When doing PFP, projections of in
come, assets and income tax liability, for 
example, do not need to be exact, since they 
are being used only for planning purposes. 
Stock says, “It’s difficult to decide when to 
bring out your CPA personality and get 
precise and when to put on your planner 
hat and be a generalist.”

Terry Stock

A SIGNIFICANT COMMITMENT
OF TIME AND MONEY___________________
For CPAs starting from scratch in financial 
planning today, Stock says there is a sig
nificant time and money commitment. He 
estimates an up-front cost of $5,000 to 
$10,000, not all of it out-of-pocket cash. 
Some costs are measured in time lost learn
ing a new discipline, reading more or be
coming familiar with new software. Hard 
costs include new software, reference ma
terials and tuition for continuing education.
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helpful to remain in contact with 
potential clients, by phone or 
letter, on a regular basis.

MARKETING FAILURES
Our firm’s PFP marketing ef
forts have involved a few em
barrassments, most stemming 
from our inability to focus on 
the five steps outlined above. 
Here are a few things that 
didn’t work for us.

Engaging a public relations 
firm. We hoped hiring profes
sionals would give us much- 
needed local exposure. How
ever, since we lacked compre
hensive marketing objectives, 
even the experts couldn’t get us 
that exposure. And since they 
didn’t understand what we did 
either, the PR firm’s efforts on 
our behalf were expensive and 

yielded no quantifiable results.
Developing a brochure. Con

siderable time and money were 
devoted to producing a brochure 
with information on our firm, 
partners, staff and history. Not 
only did the brochure become 
dated after the first staff depar
ture but also clients said it was 
irrelevant to the decision to re
tain us. Instead, we developed 
pieces on specific planning areas, 
such as a summary of current 
retirement issues accompanied 
by a biographical summary of 
staff members with expertise in 
the area. Even then, clients told 
us speaking with existing clients 
with similar problems was much 
more helpful in making their de
cision to retain us.

Holding seminars. It’s not 
difficult to fill a room with po

tential retirees, but few seminar 
attendees have grown into PFP 
clients. Seminar attendees are 
difficult to prequalify, and the                                             
type of clients we’re seeking 
rarely attend public seminars.

Sending out a client newslet
ter. For many years, we mailed 
a commercially produced news
letter to our clients monthly. A 
survey revealed most of them 
did not read it. What they want 
is short, concise information 
geared to their own needs. As a 
result, we developed our own 
one-page, quarterly newsletter. 
It focuses on information our 
clients want and on keeping 
them up-to-date on our exper
tise.
—DIRK L. EDWARDS, CPA, APFS, is 
a partner of Edwards & Myers, Port
land, Oregon.

Stock recommends new planners pick one 
area, such as insurance, and become an “ex
pert” by taking courses and “reading every
thing you can.” This, he says, gives the 
planner at least one subject to start talking 
to clients about. Learning about insurance 
allows a planner to discuss life, long-term- 
care or disability insurance. The important 
thing, Stock says, is to “start talking to 
clients about something other than tax de
ductions and audits.” Letting clients know 
you offer services other than traditional ac
counting may pave the way for questions 
and lead naturally into a financial planning 
engagement.

SO YOU WANT TO BE A PLANNER: 
HERE'S HOW__________ ________________
As the three planners profiled here have 
explained, getting started in PFP is a step- 
by-step process:

■ Identify disciplines (insurance, invest
ments, retirement, estate planning) where 
you need additional expertise and do re
search, reading or CPE as necessary.

■ Remain in your current position long 
enough to develop technical expertise and 
test your financial planning model to make 
sure it meets client needs.

■ Acquire financial planning software to 
help prepare your clients’ plans. Beginners 
should use a comprehensive package until 
they are familiar with the elements of a 
good financial plan.

■ Decide if you need to register with the 
SEC as an investment adviser.

■ Carefully evaluate the economics of 
making the transition to a PFP practice, 
including start-up costs, ongoing expenses 
and changes to firm revenue.

■ Seek help from the AICPA PFP divi
sion and consider obtaining the APFS des
ignation.

One of the most important advantages 
CPAs have over others doing financial plan
ning is they recommend what clients need, 
not what they think they can sell. Their job 
is to provide clients with information 
needed to make informed decisions. CPAs, 
Larry Fowler, Isabelle Curtiss and Terry 
Stock among them, by merit of their train
ing are poised to take advantage of a future 
in which the need for financial planning is 
likely to be even greater as Americans try 
to make do with less while still living better. 
It presents a significant challenge. ■

1993 PFP TECHNICAL CONFERENCE

The PFP division’s annual technical 
conference will be held January 11- 
13, 1993, at Loews Coronado Bay, 
San Diego, California. Additional 
information is available by 
contacting the AICPA meetings and 
travel department at (212) 575-6451.
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EXHIBIT 2-5

ARTICLE: USING FORM 1040 TO IDENTIFY FINANCIAL PLANNING NEEDS

USING FORM 
1040 TO IDENTIFY 
FINANCIAL 
PLANNING NEEDS
A PFP practitioner shows why a client’s
1040 is a good starting point
for a financial planning engagement.

by Michael R. Ruff

F Form 1040 is virtually unsurpassed as a road 
map to a client’s financial needs, as well as 
a vital blueprint for developing financial 
planning goals. Without the information 
provided on this form, a financial planner 
would have to invest much more time and 
effort to identify a client’s financial impera
tives: for example, a young family’s con
cern about college funding, a middle-aged 
couple’s need for business capital or an old
er client’s worries about having adequate 
retirement income and reducing the size of 
their estate.

However, form 1040 is only a tool for 
identifying opportunities; considerable 
analysis usually is necessary before any 
recommendations can be made. This article 
describes how to use a client’s form 1040 to 
identify financial planning needs and how 
to take advantage of an opportunity to 
complete a financial planning engagement 
for the client.

MINING THE 1040 CHECKLIST_______
A checklist such as the one on page 63 can 
help the planner pinpoint areas needing at
tention while prospecting for financial 
planning clients. Each category should elic

it a series of questions to be raised with the 
client that might, in turn, reveal issues to 
be addressed in a financial planning en
gagement.

Information as minor as a change of ad
dress can prompt financial planning con
cerns. If a client has moved since his or her 
last return was filed, there’s a perfect op
portunity to ask if property and casualty 
insurance, tax and estate planning issues 
have been addressed since the move. Resi
dence in a new state may require new 
wills. The new residence also should be 
properly insured and withholding may 
need to be adjusted to reflect the deduc
tions a larger mortgage may bring.

After thoroughly reviewing the data on 
form 1040, the planner should schedule an 
initial conference with the client to assign 
priorities to specific financial planning 
goals. This can be done most effectively by 
reviewing line by line those form 1040 en
tries the planner has found to be of con-

MICHAEL R. RUFF, CPA, PFS, CFP, is a sole 
practitioner in Pampa, Texas. He is a member of the 
American Institute of CPAs and the Texas Society of 
CPAs.

Copyright © 1993 by the American Institute of Certified Public Accountants, Inc. 
Opinions of the authors are their own and do not necessarily reflect the policies of 
the AICPA.
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cern. Using graphics or computer-generat
ed schedules should be avoided at this 
point. The objective is not to impress the 
client with financial wizardry but, rather, 
to develop a comprehensive personal finan
cial plan in a series of segmented planning 
engagements.

ANALYZING FORM 1 040 DATA
What kinds of form 1040 entries should 
raise red flags? While some entries are ob
vious, such as excessive taxable invest
ment income for a high-bracket taxpayer, 
others (inadequate diversification, for ex
ample) may not be as easy to spot. A few 
examples follow.

High taxable income. The client’s sched
ule B shows a large amount of taxable in
terest or dividend income. Is this income 
needed to cover family living expenses? Is 
the client in the top marginal tax bracket? 
Unnecessary taxable income may indicate 
a need to rearrange the client’s investment 
portfolio. Investments that generate tax- 
exempt or tax-deferred income may be 
more appropriate. Investments also can be 

restructured to emphasize long-term 
growth if additional income is not needed 
to supplement wages.

Consider the Smiths, a retired couple 
with a significant federal income tax liabili
ty. Their principal income source is inter
est on bank certificates of deposit (CDs) 
and oil and gas royalties. Itemized deduc
tions on schedule A are minimal; they have 
no mortgage on their home and medical ex
penses are reimbursed by Medicare and 
private insurance. A conversation with the 
client reveals current income exceeds the 
amount needed for living expenses.

Under these circumstances, asset reallo
cation could help the client diversify and 
reduce taxes. For example, transferring a 
part of the couple’s assets to a single-pre
mium deferred annuity will reduce the size 
of the estate subject to probate and the 
amount of income subject to current taxa
tion; the couple will be able to make with
drawals from the annuity as needed and 
pay tax on that income only when they do 
so. CDs don’t offer such flexibility.

If the Smiths receive Social Security re
tirement benefits, up to half may be sub
ject to tax under current law. If form 1040 
shows they pay tax on these benefits, prop
er planning to rearrange their investments 
may also reduce or eliminate the tax.

Diversification. Form 1040 also may re
veal an overconcentration of assets in one 
area. This may include substantial divi
dends from only one stock (for example, 
that of the wife’s employer), interest on a 
single bank account or undue reliance on 
risky investments such as those in com
modities or oil and gas.

For example, the Smiths’ schedule B 
shows all their liquid assets are invested in 
CDs. This leaves them vulnerable to pur- 
chasing-power risk—the risk inflation will 
erode their purchasing power over time— 
and interest rate risk—exposure to short
term interest rate fluctuations.

These problems can best be solved by 
using asset allocation techniques to diversi
fy in accordance with their risk tolerance 
and goals.

For the Smiths, repositioning part of 
their assets into tax-exempt municipal 
bonds will not only diversify their invest
ment portfolio but also reduce their tax
able income. If further diversification is de
sired, an investment in equities (individual 
stocks, mutual funds, etc.) may be an ap
propriate move.

Insufficient diversification also may 
mean the client lacks a well-defined invest
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ment philosophy. Additional work may be 
needed to determine whether the client’s 
current investments match his or her 
goals, objectives, risk tolerance and tax 
bracket. The client may need a new invest
ment adviser or broker to provide invest
ment guidance.

Cash flow problems. Cash flow problems 
also may become apparent when reviewing 
a client’s tax return. Consider the case of 
Mary Jones, a self-employed taxpayer who 
had a large balance due when her return 
was filed, plus penalties for underpayment 
of estimated tax. This situation presents a 
number of planning opportunities:

■ Does the client understand the esti
mated tax rules? A simple explanation may 
help avoid future penalties.

■ Does the client need a cash flow analy
sis? Cash inflow may be adequate (the 
client earns enough to live) but she may 
need help with budgeting and the timing of 
expenditures (her business income may be 
cyclical).

■ Will asset reallocation reduce the 
client’s overall tax liability and improve 
cash flow? Investments can be structured 
to provide Jones with adequate income 
during slow business periods.

Jones’s self-employed status creates 
other planning opportunities. For example, 
is a sole proprietorship or partnership the 
best form or organization for her business? 
Would a C or S corporation be better (and 
perhaps even solve her cash flow prob
lems)? In either case, does Jones take max
imum advantage of the employee benefits 
each ownership form offers? Opportunities 
exist to help clients establish retirement 

plans to reduce taxable income and fund fu
ture income needs.

Education funding. Funding their chil
dren’s education is a concern of many 
clients. Does form 1040 show deductions 
for dependent children? If the practitioner 
was not asked to prepare a return for the 
children (which means little or no income
generating assets have been placed in the 
children’s names), it’s likely the family 
could benefit from income shifting to fund 
future education expenses.

When a completed 1040 was delivered to 
Carol and Mike Martin, the clients said 
they already had started an education fund 
for their five-year-old son. About $2,000 
was invested in a passbook savings ac
count. An analysis of future college costs, 
however, showed current funding provi
sions were inadequate. The planner recom
mended they begin a monthly investment 
program for each child (they also have a 
daughter, age 3). Because of the children’s 
ages, a growth mutual fund was selected as 
the investment vehicle.

For many clients, the excuse for not pre
funding education expenses is a lack of 
available funds. Does line 61 show a re
fund? A refund of almost any size can be 
used to begin a savings program for educa
tion or retirement. A large refund may 
mean withholding or estimated payments 
need to be reduced (making the resulting 
increase in monthly take-home pay avail
able to continue meeting savings goals).

Insurance. Form 1040 can yield a wealth 
of information about a client’s insurance 
needs. Obviously, clients with children 
need adequate life insurance. Of course,

EXECUTIVE SUMMARY
■ FORM 1040 IS VIRTUALLY unsur
passed as a road map to a client’s finan
cial planning needs. Planners can use 
form 1040 to identify opportunities to 
complete a financial planning engage
ment for the client.
■ A CHECKLIST OF QUESTIONS 
can be used with tax return clients to 
identify additional financial planning 
concerns. A follow-up conference can be 
scheduled to determine the need for ad
ditional work.
■ A CLIENT’S TAX RETURN can re
veal problems such as unnecessary tax
able income, inadequate diversification 
and poor cash flow. Form 1040 also can 
indicate a need for education funding, an 

insurance coverage review and retire
ment planning.
■ SUBSTANTIAL INCOME ON form 
1040 often means there’s a substantial 
estate backing it up. When delivering a 
completed tax return to a high-income 
client, the planner should ask whether 
he or she has an up-to-date estate plan 
in place.
■ A TAX RETURN ALSO SHOWS 
common mistakes that usually point to 
the need for a financial planner. Mis
takes include failing to roll over unneed
ed retirement distributions, failing to 
make individual retirement account con
tributions and mismatching gains and 
losses.
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Tax return checklist for identifying 
financial planning needs

Investment planning

■ Does investment income suggest a concen
tration of investments in one area?

■ Does the investment mix appear appropri
ate considering the client's stage of life and 
capacity for financial risk?
■ Does investment income suggest a liquid 
fund has been established for emergencies?
■ Does the number of capital gain and loss 
transactions indicate excessive trading? If so, 
does the client need a coordinated investment 
plan?
■ If a family-owned business exists, is there a 
succession plan that will preserve the busi
ness's value and provide liquidity?

Cash flow planning

■ Given the number of family members, does 
the level of income appear sufficient to pro
vide for necessities plus a suitable amount of 
savings?
■ Does the level of investment income demon
strate past successes in accumulating savings 
and managing cash?
■ Is investment income increasing or decreas
ing? Does a decline suggest a net cash out
flow?

■ Do schedule A interest and debt service rep
resent an acceptable percentage of income?

Education funding

■ Does the tax return show there are children 
in the family?

■ Do the children file tax returns pointing to 
the establishment of education funds in their 
names?
■ If funds previously have been transferred to 
children, does the client understand the conse
quences of making gifts in trust versus making 
outright gifts?
■ If there is a family-owned business, are 
working-age children receiving wages?

Risk management

■ Does the taxpayer's occupation require spe
cial coverage? (For example, a surgeon may 

need disability insurance that pays when he 
or she is unable perform his or her own occu
pation.)
■ Is family income dependent on one wage 
earner?
■ Do the number and ages of dependents sug
gest income continuation needs are likely to 
be high in the event of death or disability?
■ If the tax return shows ownership of rental 
property or schedule C income, does the in
surance expense appear reasonable in rela
tionship to the property's value?

■ Are there extraordinary medical expenses? 
Do the expenses indicate inadequate health 
insurance coverage or special needs?
■ If the client receives Social Security benefits, 
has he or she elected coverage under part B 
of Medicare?

Retirement planning

■ Does form W-2 or schedule C list coverage 
under retirement plans? Does the client make 
maximum contributions and deferrals?

■ Does the level of wages suggest the client is 
likely to qualify for the maximum Social Secu
rity retirement benefit?
■ Does Form 8606, "Nondeductible IRA Con
tributions, IRA Basis, and Nontaxable IRA Dis
tributions," indicate a prior accumulation of 
IRA investments?
■ Considering age, accumulated investments 
and level of debt, does the client appear to 
be on track toward funding retirement in
come?

Estate planning

■ Does the amount of income on the tax re
turn point to a sizable taxable estate?
■ Do the clients have wills? Trusts?
■ Will the $600,000 exemption equivalent 
be wasted on the first spouse's death by on 
excessive concentration of joint wealth?
■ If a closely held business is part of the es
tate, is a buy-sell agreement needed?
■ Does the estate have sufficient liquidity?
■ Is life insurance, if any, properly structured 
to remain out of the estate? 
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home and car owners should have property 
and casualty insurance. But what about 
disability insurance? If only one W-2 is 
submitted with the return, meaning only 
one spouse works outside the home, does 
he or she have the disability insurance 
needed to protect the family? Even if the 
other spouse is able to work, it can take 
time to find a job and restore family in
come to previous levels.

Retirement. A client’s tax return and ac
companying data can reveal a great deal 
about how he or she has prepared for re
tirement. A form 1040 shows any contribu
tions to an individual retirement account 
(IRA), Keogh or other retirement plan. 
Form W-2 shows any contributions to an 
employer’s 401(k) plan and whether the 
employer provides a pension plan. Plan
ning opportunities abound. Has the client 
explored 401(k) distribution options? How 
much retirement income will existing pro
visions provide? Does the client contribute 
the maximum amount to his or her 401(k) 
plan? Depending on the answers to these 
questions, the client may need additional 
retirement guidance, even if he or she is 
young. An opportunity to provide it 
shouldn’t be missed.

ESTATE PLANNING___________________
Clients whose forms 1040 show substantial 
income often have sizable taxable estates 
to back it up. The various income sources 
indicate the types of assets they own; for 
example if both spouses receive a salary or 
other income from an S corporation, they 
are likely to have an ownership interest in 
a closely held business. This opens up con
siderable estate and business succession 
planning opportunities.

Consider the situation of Bill and Betty 
Baxter. Their 1040 shows each drawing a 
salary from EZ Widgets, an S corporation. 
Their answers to the questions on the tax 
return checklist suggest they need help re
drafting their wills to take advantage of re
cent estate tax changes, implementing a 
buy-sell agreement for their closely held 
business and adopting an irrevocable life 
insurance trust. If such S corporation in
come is not scrutinized to prompt addition
al questions, an engagement opportunity 
may be missed.

Delivering a completed tax return to a 
client presents an opportunity to ask 
whether he or she has an up-to-date estate 
plan (including a will, trust, power of attor
ney, etc.). A computerized estate planning 

program can be used, with the client seat
ed at the planner’s side, to explore alterna
tives for disposing of his or her estate. 
Such alternatives often are difficult for the 
client to understand, and computer-gener
ated illustrations showing estate distribu
tion and the tax effects of each alternative 
make it easier for him or her to select the 
best option.

Reviewing a client’s schedule A pro
vides a good indication of his or her chari
table inclinations. If charitable donations 
are substantial, the client may benefit from 
more sophisticated charitable giving 
strategies, including charitable lead or re
mainder trusts, gifts of appreciated prop
erty, etc. In addition to the income tax ben
efits, certain estate planning goals also 
may be met. For larger gifts, schedule A 
also shows what charities the client favors. 
Many such charities have their own 
planned-giving programs with income and 
estate tax benefits.

COMMON MISTAKES_________________
Many tax returns will show common mis
takes and may indicate the client needs the 
help and direction of a financial planner. 
For example, a tax return may show the 
client failed to

■ Roll over a retirement plan distribu
tion he or she did not need when changing 
jobs.

■ Match capital gains and losses in the 
same tax year. (For example, last year’s 
return shows a large gain and this year’s 
return has a large loss that will have to be 
carried forward.) Perhaps the client did not 
even consider the tax consequences of dis
posing of assets.

■ Make an IRA contribution even 
though his or her employer does not offer a 
pension plan.

■ Prepay state and local taxes. This 
could result in penalties or, at the very 
least, postponement of the deduction’s tax 
benefit.

■ Take advantage of all available item
ized deductions. While this is not an imme
diate planning opportunity, it suggests the 
client needs help maximizing income and 
deductions and minimizing taxes.

The key to turning tax return clients 
into financial planning clients is developing 
relationships. It’s important to remember 
that clients don’t need to have personal re
lationships with their tax preparers, but 
they do need to have close working rela
tionships with their financial planners. ■
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MARKETING AND SELLING PFP SERVICES

1. INTRODUCTION

.01 The market for PFP services is crowded with providers. Investment and insurance brokers, 
attorneys, and other CPAs are all competing for similar clients. To be successful, you must know 
what you can do best and what kind of clients need your services. Then you must convince clients 
and potential clients that you should be the person to help them address their financial concerns.

Marketing and Selling

.02 Marketing and selling activities, while often confused in practice, have very different 
objectives.

.03 Marketing is the communication of your message to people you want to do business with. Any 
contact you have with clients, potential clients, and referral sources is a marketing opportunity; 
therefore, you — and the people who work for you — must see yourselves as always marketing. 
Your goal in marketing is to create the best possible environment in which to make a sale — to 
secure a PFP client.

.04 Selling, on the other hand, is what you do once you are face to face with a prospective client. 
In the selling process, you capitalize on the opportunities created by your marketing efforts and 
attempt to close the sale. The goal of selling is to convert a prospect into a client.

.05 Marketing and selling require well-developed communication skills, coupled with interpersonal 
skills in building relationships and trust.

2. THE MARKETING FUNCTION

.01 Marketing is a dynamic, ongoing process, and should be designed to enhance not only your 
profitability, but your ability to meet your clients' needs as well. Your marketing activities can 
generally be broken down into the following steps:

1. Analyzing market opportunities
2. Selecting target markets
3. Developing a marketing mix
4. Managing the marketing effort

¶ 2.01
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Analyzing Market Opportunities

.02 The first step in the marketing process is to analyze the potential market for your PFP services. 
There are two critical components of this analysis — local demographics and your competitors' 
services.

.03 Local Demographics. Ask yourself questions such as: Is there a large enough number of 
residents who need and can afford PFP services? What kinds of services do they need? Before 
deciding to expand PFP services, you should know the PFP needs of clients and nonclients.

.04 For example, if the community in which you practice consists primarily of couples with young 
children, you might consider focusing your practice and marketing efforts on education funding and 
retirement planning. If the population is much older, an estate planning focus may be more 
appropriate.

.05 Competitors’ Services. Ask yourself questions such as: Who are your competitors? What 
services and products do they offer? To what extent is the potential market already served by your 
competitors? Are potential clients satisfied with the services currently available? Is there a niche 
market unserved?

Action Tip

State CPA society PFP committee meetings provide an opportunity to discuss what other 
financial planners are doing in their PFP practices. You can gain insight about the extent to which 
competitors are meeting the needs of your potential clients.

.06 Your existing clients represent the easiest and most important market to study. Client lists can 
be reviewed for prospective PFP clients. The need for PFP services can be identified by a number 
of traits, including high net worth, high tax bracket, undiversified investments, lack of retirement 
plans, upwardly mobile executives, and potential estate tax problems.

Selecting Target Markets

.07 After analyzing the potential market for PFP services, you will probably want to focus your 
efforts on one or a few segments of that market. After investing time and resources in developing 
the expertise and procedures for delivering PFP services, you can most effectively capitalize on that 
investment by providing cost-effective services to one or a few clearly defined segments.

.08 The number of market segments you target is a function of many variables, including your 
expertise and that of your staff, the time available to serve the targeted markets, the profile of your 
existing clients, and the size and conditions of the local economy. Initially, you may target a single 
segment while developing other PFP packages to meet the needs of additional segments.

2.08



MARKETING AND SELLING PFP SERVICES 3-3

.09 Possible segments include the following:

• Individuals, defined by income level (for example, below $75,000 or above $200,000)
• Individuals, defined by net worth (for example, over $500,000)
• Middle management
• Young, upwardly mobile executives
• Professionals and business owners
• Retirees

.10 There are two broad approaches to defining your target market or markets. You can base your 
target market on your existing client base. For example, if an analysis of your existing clients (and 
potential PFP clients) reveals that most have annual incomes ranging from $50,000 to $75,000, your 
target market would be individuals with moderate incomes. It would therefore be wise to develop 
an efficient lower cost method of providing PFP services. The ideal service to offer might be a 
comprehensive engagement developed by stringing together a series of segmented planning 
engagements.

.11 Alternatively, you can identify the target market you want to serve and tailor your practice and 
marketing efforts to that market. If, after studying the potential market for PFP services, you 
determine that there are a large number of wealthy individuals who need, but are not receiving, PFP 
services, you might decide to target individuals with net worth in excess of $1 million. Although 
you may be successful, you might not find much initial business among current clients.

Developing a Marketing Mix

.12 Once you've identified your target markets, you must determine what potential clients want that 
they're not currently getting from other PFP professionals. You need to develop your marketing 
mix, which is an interrelated group of marketing variables designed to maximize your exposure to 
the target market. The variables are marketing's four Ps—product, price, place, and promotion — 
and together they define exactly what you are selling.

.13 Product. Your product is service. Your PFP services should meet the needs of your targeted 
market and be cost-effective, affordable, and competitive.

.14 As discussed in the "Establishing a PFP Practice" chapter of this Handbook, PFP services can 
generally delivered as either consultations or segmented or comprehensive planning engagements. 
You must determine what services you want or need to provide to serve your market.

.15 Not everyone wants or needs a comprehensive personal financial plan. Some clients could 
benefit from just one engagement on cash and debt management. Young, upwardly mobile 
executives could use a consultation or segmented planning engagement. Professionals and business 
owners might benefit from a comprehensive engagement or a series of segmented plans that over 
time comprise a comprehensive plan. Your challenge is to identify the services that will attract your 
target group or groups.

¶ 2-15
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  Action Tip

Divide your existing or target client list into categories and analyze what kind of service might 
benefit each group. These categories may include the following:

• Income less than $75,000
• Middle management
• Rising executives
• Professionals and business owners
• Retired

.16 You may be able to differentiate your services through creative delivery of PFP, including the 
following:

• Do-it-yourself packages of instructions, worksheets, and home-computer software 
suggestions

• A series of workshops to guide clients through a do-it-yourself planning process
• Computer-assisted plans with incremental pricing (The client receives a basic plan with 

limited consultation. After reviewing the plan, the client may extend the consultation into 
a segmented planning engagement in areas of special interest.)

.17 Price. PFP clients generally perceive financial planning as a value-added service and are 
willing to pay a somewhat higher price for the service. You must balance what you need to be 
profitable with what your clients are willing to pay. The more you can do to develop a sense of 
value in your clients' minds, the less fee-sensitive they will be. The "Managing for Profitability" 
chapter of this Handbook includes tips and recommendations for pricing your PFP services.

.18 Place. Place refers to the location at which you deliver your services as well as to the quality 
and character of your facilities. Your office should be readily accessible, with convenient parking 
nearby. Entryways, hallways, and other areas in which you meet with clients should be neat, clean, 
and orderly.

.19 With a little imagination, you can make your PFP services more accessible to your target 
market. The following strategies might can help you improve your accessibility to your clients:

1. Use some of the time with clients during tax season to educate them about what PFP 
involves, and explain how they can benefit from the PFP process.

2. Offer educational seminars or workshops at night or on weekends when both clients and 
their spouses can attend.

3. Offer seminars and workshops to the employees of your clients who are business owners.

¶ 2.19
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Action Tip

Meet with your clients at their homes. People are generally more apt to discuss their personal 
concerns and goals in a comfortable, familiar setting. Furthermore, you will be meeting where 
most personal records are kept, making the data gathering process easier.

.20 Promotion. No matter how expert, well-priced, or convenient your services are, your target 
market will not use these services unless they know about them. Promotion is essentially 
communication — telling people what you have to offer and how it can benefit them. A proper mix 
of promotional tools and activities will enable you to achieve the exposure and subsequent selling 
opportunities needed to ensure growth.

.21 You and everyone in your firm should be aware of client situations that indicate a need for PFP, 
including undiversified investments, a lack of retirement plans, and tax planning possibilities. 
Discussing PFP services with other professionals, such as lawyers and bankers, can lead to later 
referrals. Other promotional strategies include brochures, seminars, speaking engagements, and 
newspaper or magazine articles. These and other promotional strategies are discussed below.

Promotional Strategies — Implementing the Marketing Plan

.22 Once you have identified your target markets and established your marketing mix, you need 
to develop a promotional plan, comprised of a mix of the promotional strategies discussed below. 
The mix you choose depends on several factors, including your marketing objectives, your budget, 
and the strategies you are most comfortable with.

.23 A key objective of your promotional strategies is to get you and your name in front of your 
target audience as efficiently as possible. From there, you have to meet with potential clients, gain 
their trust, and convince them that they need your PFP services. Your promotion will be targeted to 
some combination of three groups: existing clients; existing referral sources; and, potential or 
prospective clients.

.24 A natural starting point for marketing PFP services is your existing client base. Because you 
have an existing relationship with this group, you can focus on keeping your clients informed about 
the full range of your services. They need to know what financial services you provide. Try using 
a tax return “PFP Needs Checklist,” discussed below, or a similar checklist to identify their financial 
planning needs.

.25 A second target is your existing referral sources. Continued personal contact, reinforced with 
newsletters and other correspondence, helps to associate your name with PFP. Invite them to work 
with you as one of the other advisers in developing or implementing PFP recommendations; let them 
see you in action.
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.26 A third target group consists of potential clients and referral sources with whom you have not 
yet established a professional relationship. This group needs to be educated not only about your 
services, but about you as well. Reach these people through seminars, speaking engagements, and 
other general marketing activities, such as writing articles for local publications.

Action Tip

Surveys indicate that the public wants a trusted financial adviser. In promoting your PFP 
services, emphasize that you bring objectivity and integrity to the process.

  Action Tip

In determining the amount of time and energy to commit and how to allocate it, devote the most 
effort to your existing client base, then to your referral base, and finally to potential new clients. 
In this way, you will be expending most of your energy on already established relationships.

.27 The following promotional strategies should be considered in developing your marketing 
strategy. The key is to get your name, and ultimately you, in front of a potential PFP client. Try the 
strategies with which you are most comfortable. Once you've become more comfortable with 
marketing your service, you can try other promotional strategies until you identify what works best 
for you.

.28 Strategies for Existing Clients. The following marketing strategies tend to work best with 
existing clients with whom you already have a relationship.

• Discuss PFP services, such as retirement, estate or investment planning, with clients when 
they bring in their tax return data.

• Ask tax clients questions about their existing financial planning, such as whether they have 
education funding programs for their children or are participating in employer-sponsored 
retirement savings programs.

• Send a copy of an article on a PFP topic that the client might find interesting.
• Develop a telephone call into an office visit during which the original issue or question is 

discussed in terms of PFP services.
• Send a PFP brochure along with your clients' completed tax returns.
• Educate partners and staff about the firm's PFP services, and encourage them to review their 

client lists to identify good prospects for PFP services.
• Develop client questionnaires and tax return checklists to identify potential PFP 

engagements.
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Action Tip

All people experience major events that create the need for PFP services. The list is endless and 
includes events such as marriage, divorce, births, illness, disabilities, disasters, retirement, and 
deaths. Demonstrate the benefits of PFP by explaining to clients how planning can make major 
life events more financially manageable.

  Action Tip

“Thank You” marketing is an easy and personal strategy for your existing clients. Sending a 
personal note of thanks whenever appropriate not only properly expresses your gratitude, it also 
enhances your image and strengthens the existing bond between you and your clients. This 
practice may also be appropriate for referral sources and others with whom you have a 
relationship, but who are not yet clients.

.29 Client Questionnaires. You can identify your clients' PFP needs by having your tax clients 
fill out special financial planning questionnaires. Completing the questionnaires also helps clients 
realize that they have financial concerns and that you can assist them in resolving those concerns. 
Well-designed questionnaires are good marketing tools for PFP services.

.30 If you have a significant tax practice, you can send the questionnaires to your clients with 
year-end tax organizers and ask them to bring the completed questionnaires with them to their tax 
interviews. The questionnaires can be discussed during the interview and you can then keep a post
tax season tickler file for those clients who want follow-up assistance.

.31 Alternatively, some CPAs send PFP questionnaires to their clients in a separate mailing. A 
cover letter can explain that the information will help them understand the client's need for financial 
services and permit the updating of the client's file before completing the client's tax return.

.32 Exhibit 3-1 is a compilation of questions that have appeared on various questionnaires. You 
can use the list as a starting point from which to develop a questionnaire suitable for your clients. 
For your convenience, exhibit 3-2 features a sample PFP questionnaire.
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  Action Tip

The people you want as clients are typically very busy. Choose a few, well-constructed questions 
that generate interest in PFP. Questionnaires that are limited to fifteen or twenty questions elicit 
more responses. You may also increase the response rate by providing a postage-paid return 
envelope for the questionnaire.

Action Tip

When using questionnaires, be proactive. Sit with your clients and complete it with them. Cover 
the following points:

• Ask clients what their financial goals are and how they plan to achieve them.
• Challenge your clients to develop goals if they do not have any.
• Point out areas they can take control of, such as organizing tax papers.
• Discuss the PFP process. Eventually, your clients will understand that you have a 

potential solution or can help them address whatever financial issues they have.

.33 PFP Needs Checklist. Checklists are internal documents used by you or your staff to identify 
potential PFP needs in existing clients. Well-designed checklists can provide structure to the process 
of reviewing client files to identify PFP prospects.

.34 Exhibit 3-3 is an illustrative checklist developed for reviewing clients' tax returns to identify 
the need for PFP services. The formal review process identifies opportunities that may not be 
immediately apparent. If the review is performed before or during tax season, you can discuss the 
need for PFP services during the client's tax interview. In larger firms, an advantage of the checklist 
is that junior staff members can perform the review. This also helps to train PFP staff. By using the 
checklist, they learn to identify PFP issues when reviewing clients' tax information.

.35 Brochures. Promotional brochures can help you inform potential clients about your expertise 
and the range of financial services you provide. Brochures should be attractive, direct, and clear 
presentations of your expertise and the benefits of PFP. To catch attention, the brochure should focus 
on the personal needs of the readers, such as planning for retirement, reducing insurance costs, or 
saving time, taxes, and costs through estate planning.

.36 A good brochure satisfies the following tests (known as the AIDA criteria):

• Get Attention
• Hold Interest
• Create Desire
• Result in Action
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.37 Brochures can be handed out, mailed to existing and potential clients, or displayed prominently 
on a desk or in other areas frequented by clients and other office visitors. They can also be inserted 
in give-away materials used at seminars or other meetings.

  Action Tip

Tax season is an excellent opportunity for you to distribute your brochure to existing clients. You 
can include the brochure with completed tax returns and add a personal note about specific 
planning needs that you noticed in reviewing their tax information.

Action Tip

Exhibit 3-4 features a prototype marketing brochure. The text of the brochure is included in a 
WordPerfect file on the enclosed diskette. Use this as a starting point and customize the text to 
market your PFP services. Exhibit 3-5 contains a number of sample brochures for your reference.

.38 Speaking Opportunities. If you are comfortable addressing groups of people, public speaking 
engagements provide abundant opportunities to communicate the benefits of PFP and to promote 
your services. This promotional strategy can be an effective and economical way to:

• Inform the audience about a relevant issue or development and its impact on their personal 
finances

• Communicate your expertise on the topic
• Motivate participants to action
• Establish goodwill between participants and the firm

  Action Tip

Many groups in your community need speakers for luncheons, meetings, and other forums. You 
can contact the chamber of commerce, small business groups, local medical and dental societies, 
civic groups, and other associations outside of the financial community to discuss speaking 
opportunities.
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  Action Tip

If you have a newsletter, use this forum to announce your availability to speak at clubs and 
organizations. A statement as simple as “We are available to address your club or organization 
on a variety of financial topics” gets your message across. You can also include a news section 
that highlights your speaking engagements and other accomplishments.

.39 Seminars. Seminars are useful to enhance your visibility and reputation within the financial 
community. Developing a seminar involves more planning and resources than other speaking 
engagements, but can be more effective because you control the timing, the audience and the topics 
covered.

.40 Seminars may be geared toward any number of markets, and the tone and focus of the seminar 
should reflect the target market. For example:

• A seminar for existing clients enables you to educate this group about issues and 
developments that affect their personal finances. You can showcase the full range of your 
professional services

• A seminar for potential clients provides the opportunity for you to introduce yourself and 
your services to a group that you have identified as target clients.

• A seminar for other professionals helps to develop your referral network and may also result 
in client development among the professional group.

.41 When planning your seminar, there are a number of important considerations. The checklist 
included at Exhibit 3-6 is designed to guide you in developing and presenting seminars. Some of the 
major considerations are discussed below:

• Topic. Capitalize on your expertise. You will be more relaxed and confident if you speak 
on issues within your existing knowledge and experience. This can bolster your reputation 
as a competent financial adviser. In addition, you should consider the intended audience and 
their particular needs. For example, college cost planning is probably not a hot topic for 
retirees. A catchy title can help to arouse interest.

• Audience. Target your seminars to audiences with similar demographics and planning 
needs. This enables you to personalize and focus your presentation on their specialized 
interest. The audience then hears you speaking to their unique needs. Both spouses should 
be invited; one often acts as a catalyst to produce action.

• Timing. Carefully plan the date and time of day for a seminar. Conflicts with events such 
as a local community affair or a religious holiday can reduce attendance. When choosing 
the time, consider the characteristics — such as age or work schedule — of the intended 
audience.
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• Location. The location should be attractive, convenient, and easily accessible, including 
parking. This minimizes the distractions imposed on your audience and helps them to focus 
on you and your message.

• Publicity. Press releases, mailings, and other notices should start early. Many newspapers 
have community activities sections that will publish information about the seminar.

• Invitations. Written invitations with reservation reply cards help you to promote the event 
and to monitor the response and plan for the expected attendance. Be sure your invitation 
clearly states the time and location of the seminar, as well as directions to the site, and 
identifies the important issues that personally impact the invitees’ finances. Shortly before 
the seminar, confirm all reservations by phone and check with those who did not respond. 
Exhibit 3-7 contains a sample seminar invitation and exhibit 3-8, a sample seminar reply 
card.

• Cost. The time and resources involved in planning a seminar can be extensive. These costs 
can be more manageable if you conduct several seminars; co-sponsor a seminar with 
another professional, such as an attorney, insurance broker or investment adviser; or use a 
published seminar script. The “Resources” section identifies a number of published 
seminars.

• Handouts. Attractive and informative materials continue to deliver your message after the 
seminar and reinforce the fact that the seminar is a learning experience. Consider including 
the following:

• A summary or outline of your presentation
• Brochures and other printed information
• Illustrations that support your financial analyses or conclusions
• Brief biography, highlighting recent accomplishments
• A notepad and a pencil (perhaps imprinted with your name, address and phone 

number)

• Audience Motivation. A successful presentation includes information that provides value 
to the audience and motivates them to act. Participants should learn something of financial 
value, as well as something about you, your services, and the potential benefit of those 
services to them. To help motivate your audience, direct questions to them at the close of 
your presentation. Use questions that establish a need in the mind of your audience, such 
as the following:

• Will your current investment strategy enable you to retire?
• Considering your resources, have you established financial goals that are realistic?
• Are you using the best techniques to minimize income and estate taxes?

.42 It is important to follow up with invitees after the seminar. Your follow-up can include some 
of the following:

• A thank you letter to those who attended.
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• A letter to those who could not attend, providing some of the information that was 
distributed and reinforcing the importance of the PFP process.

• A telephone call to those who attended. This can be an excellent chance to answer any 
questions that arose during or since the seminar.

Sample follow-up letters are included at exhibit 3-9.

  Action Tip

Include in your handouts a card requesting an appointment. Ask your audience to complete the 
card. A few days after the seminar, call those requesting an appointment.

.43 A final consideration is the evaluation of your efforts. Developing and presenting a seminar 
involves a significant investment of time and other resources and it is important to determine 
whether your efforts are worthwhile. The following techniques can help you to determine the value 
of your efforts:

• Compare the expected and actual number of attendees.
• Determine your response rate. What percentage of invitees mailed back the response card?
• Find out what the audience thought. Distribute a simple evaluation with handouts and ask 

for feedback on the seminar topic, the speakers, the accommodations, whether their 
expectations were met, the most and least enjoyable part of the seminar, and topics they 
would be interested in learning more about.

• Identify any new clients or additional engagements were obtained as a result of the seminar.

.44 Writing Opportunities. There are countless opportunities to write articles on PFP topics. 
These opportunities help establish your expertise and familiarize the audience with your name and 
capabilities.

Action Tip

Find outlets that reach prospective clients and referral sources. Try to establish contacts at local 
or community newspapers and commit to provide them with articles about personal finance. 
Local medical and dental societies and other professional groups outside the financial community 
have newsletters that would publish PFP articles of interest to their readers.
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Action Tip

If you would like to write for publications that serve the accounting profession, the AICPA PFP 
Division has a number of outlets for your writing. Contact the PFP Division at (800) 862-4272 
for information on publishing an article in Planner or the Journal of Accountancy.

.45 Although it is important to establish professional expertise by writing and speaking within the 
accounting profession, these efforts should be only part of your PFP marketing program. For 
example, you can target CPA groups who are not involved in PFP, but who have clients that may 
need your services. This can be an excellent referral source. Article reprints may be strategically 
placed in waiting areas or mailed to clients and other referral sources.

.46 Mailing Lists. Mailing lists are useful means to deliver information to clients, potential 
clients, and other interested parties. You can use them to mail newsletters, seminar announcements, 
and other mailings of interest.

.47 Your target audience is already swamped with mail and does not pay much attention to it after 
a while. If the material is not pertinent, it will just be thrown away. Therefore, the concept of a 
single mailing list for all mailings is not appropriate.

  Action Tip

In a well-developed marketing plan, there should be at least three different mailing lists.

1. Existing clients. Send clients everything: client bulletins, technical updates on tax laws 
and proposed legislation, seminar notices, announcements of new personnel, and the like.

2. Potential clients. Send potential clients newsletters and information about seminars. A 
telephone call following the mailing of the newsletter or attendance at a seminar presents 
the opportunity to answer questions and showcase PFP services offered. The next step 
is a face-to-face meeting.

3. Referral sources, sorted by categories (for example, bankers, lawyers). Send referral 
sources material related to their respective fields of interest, which could include the 
newsletter and seminar invitations, plus information about the scope of your PFP practice 
and the services offered.

.48 Newsletters. Newsletters can help you efficiently communicate with clients and others on a 
regular basis. You have the opportunity to keep your target markets informed about information and 
developments that affect their financial security and promote your services and expertise. Exhibit 
3-10 features several sample newsletters for your consideration.
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  Action Tip

Keep newsletter features short and in plain English. The purpose of the newsletter is to inform 
readers of relevant issues, but not to provide all the answers. As a marketing tool, a newsletter 
should generate interest and curiosity and result in calls for more information.

.49 If you decide to publish your own newsletter, consider the following strategies to reduce the 
burden on your time and resources:

• Capitalize on activities and projects that you are already involved in. If you are working 
with a client on rebalancing a portfolio, the information from your notes, letters, and 
memoranda is an excellent starting point for an article on asset allocation, portfolio 
rebalancing, or the need to monitor investment performance.

• Tap your referral network. Many other advisers — attorneys, appraisers, and brokers, to 
name a few—will be willing to contribute short items of interest for your readers.

• Use a simpler, letter format that highlights tips and other important information and relevant 
news items you have collected over time. You can include information on financial record 
keeping, interest rates, filing dates, and estimated tax payments.

• Include information about firm accomplishments. For example, you can let your readers 
know about CPE courses you’ve attended, emphasizing the value of your commitment to 
training.

.50 Personalized newsletters can be effective marketing tools because they showcase your talents 
and those of your firm and allow you to customize the information to your firm and your readers; 
however, the time and energy necessary to produce a quality product can be great. As an alternative, 
you may decide to purchase a prepared newsletter. The AICPA publishes a number of newsletters. 
The “Resources” section contains more information.

2.50



MARKETING AND SELLING PFP SERVICES 3-15

Action Tip

The following is a list of potential topics for newsletter articles. Over time you can develop other 
articles on specific topics derived from more general topics such as these. Keep ideas for articles, 
supporting materials, and even draft articles in a central file from which you can select topics for 
development as needed.

Financial Planning Topics

• Setting financial goals
• Balancing priorities among your goals
• Organizing financial records
• Record retention guidelines
• Ten things you can do right now to secure a better financial future
• Why have a personal financial plan
• Why have a will
• Does your will still work?
• The importance of personal liability insurance
• Creative debt management ideas
• The importance of goal-directed investing
• Expense documentation
• Avoiding a financial crisis at retirement
• Planning for long-term care
• Planning for education costs
• Tax calendar, summarizing significant upcoming dates

News-Oriented

• Firm news—individual accomplishments, training attended, promotions, etc.
• Speaking availability
• Client accomplishments—be careful not to show favoritism

.51 Advertising. Advertising can be an exciting and effective method of promoting your PFP 
services. Your message can be placed in the yellow pages, newspapers, and local television and 
radio. An advertisement is often the first impression someone has of you and your practice; you 
should carefully develop the tone of the advertisement to ensure it accurately depicts you, your 
practice and the services you provide. Exhibit 3-11 features sample print advertisements for CPAs 
offering PFP services.

.52 Although advertising cannot replace the personal contact needed to ultimately secure a PFP 
engagement, it does serve a number of general purposes. Well-placed advertising can help to—
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• Keep your name in the public eye.
• Create a unique image for you and your practice.
• Reinforce other promotional strategies.
• Attract the attention of potential clients that are beyond other promotional strategies.
• Provide general information about the extent of your services, your qualifications, and other 

information.

.53 Once you’ve made the decision to undertake an advertising campaign, you must then decide 
on the advertising media to use and the message to project. Your goal is to reach the maximum 
number of potential clients at the most reasonable cost. Your advertising strategy therefore depends 
as much on your target market as it does on your advertising budget. Be sure that the medium you 
choose is one that your target market is using and that your message touches on the unique needs 
of that group.

Action Tip

Consider videotape advertising. If you’re comfortable in this setting, this medium offers a 
relatively low cost method to distribute your message to potential clients. You can include a 
message from you at your office, excerpts from a videotaped presentation, graphics that reinforce 
the importance of saving early, or any other relevant information. One benefit of this type of 
advertising is that it is recyclable. You can ask potential clients to return the tape after they’ve 
viewed it.

.54 Joining Organizations. Active membership in organizations and associations can be an 
effective marketing strategy. This presents you with the opportunity to create a positive public 
image through participation in membership activities, writing for the organizations' publications, or 
making presentations to the membership. By becoming known as an active member of the 
organization, the message that you provide PFP services gets to potential clients and referral sources.

.55 Referral Sources. Many clients come from referrals. Your potential referral sources include 
fellow partners and employees, clients, insurance professionals, investment professionals, attorneys, 
bankers, actuaries and valuation specialists.
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Action Tip

To develop working relationships that generate referrals —

• Provide quality professional services on a timely basis. Other professionals will want to 
know that their clients are receiving the best treatment.

• Ask for referrals. Tell people what you do and ask them for assistance.
• Educate your referral sources on your services. Before someone can recommend your 

services, they must know about you and your PFP services. Provide them with copies 
of brochures and other promotional materials.

• Acknowledge all referrals. People who help you should be rewarded for their efforts. Set 
up a system to acknowledge every referral — at a minimum with a telephone call, 
preferably followed up by a letter of thanks.

• Reciprocate, when possible. Your referral sources are also looking for new sources of 
business.

Action Tip

In new client relationships, the first six months to a year usually bring the most accolades (after 
which, good service is generally taken for granted). During that time, ask your clients who else 
they know that would benefit from the PFP process. Most clients do not refer new clients because 
they never think of it.

.56 Once you have received a referral, you should follow up personally, preferably in a face-to-face 
meeting; if this is not possible, a telephone call is an acceptable initial contact. If you must follow 
up by mail, exercise care in deciding what to send. A form letter may be perceived as indicating a 
lack of interest, and can leave a negative impression. A personal note that conveys your interest in 
the prospective client may be more appropriate. Consider including brochures and other promotional 
materials and a short article of interest to the reader.

.57 After your initial follow-up, your goal is to schedule a face-to-face meeting to determine 
whether the referral is an appropriate candidate for your services. The following questions will help 
you qualify the referral as a potential client.

1. Does the individual need PFP services? The answer should rarely be no; everyone can 
benefit from some financial fine-tuning, perhaps cash budgeting, insurance analysis, or a 
review of investment performance.

2. Is the contact the individual for whom the PFP services will be performed? If the answer 
is no, find out who will receive the PFP services and then talk to that individual.
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3. Can the individual afford the desired services? If the answer is no, take a realistic look at 
the potential client's finances and determine whether there is a proper CPA/client match.

.58 Electronic and Print Media. Editorial coverage in the media puts you before the public and 
showcases your capabilities. This helps you attract new clients and also increases the public 
awareness of CPA financial planners. Media appearances are more effective than paid 
advertisements because your appearance does not appear self-serving.

.59 Appearance in the general-circulation print media, whether through interviews, by-lined 
articles, or special interest stories, establishes you as a knowledgeable and reliable source of 
information. Approach the local business or financial page editors and reporters with prepared 
statements, story ideas, or comments on new developments relating to PFP. By developing this 
working relationship, your name will attract attention by identifying you as a provider of PFP 
services in the community.

.60 Although more difficult to implement, television or radio appearances can be an important 
component of your marketing plan. A radio appearance conveys the message to the listening public 
that the station respects your views, in addition to bringing your name before the public. Television 
appearances convey the same message, possibly with more impact, but are generally more difficult 
to obtain. (Local access cable television is opening this market and offering more opportunities to 
deliver your message.)

.61 For more information on working with the media, refer to exhibit 3-12.

.62 Internal Marketing and Cross-selling. Your clients and other members of your firm need 
to be aware of the full range of financial services you offer. Cross-selling and internal marketing 
are typically appropriate in firms that have more than one line of business, but can be implemented 
even in boutique practices that offer a few discrete types of service. The ultimate goal is to make 
sure that all of your clients are aware of all the services you offer. If you are part of a firm with 
different departments, it is critical that the staff in each department are aware of the services 
provided by other departments and are able to identify situations that indicate a need for these 
services. If you are a small firm or sole proprietor, it is up to you to make sure your clients are aware 
of all the services they can obtain from you and that you are alert to opportunities to provide these 
services.
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** Action Tip

Establish open lines of communication that ensure that all staff are aware of the full range of PFP 
services you offer. Reinforce your capabilities with strategies such as the following:

• Use internal memoranda or electronic mail to keep others aware of issues to look for that 
indicate a need for PFP services.

• Disseminate updated information about training you have attended, software you have 
obtained, or other developments that enable you to provide a new service or more 
efficiently provide an existing service.

• Create cross-functional teams that deal with the full range of each client’s needs.
• Practice what you preach. Make sure that you are effective at cross-selling the full range 

of your firm’s services.

.63 AICPA Marketing Aids. The AICPA has various public relations and marketing aids 
available for members. For more information refer to the "Resources" section of this Handbook.

Managing the Marketing Effort

.64 Marketing efforts must be organized and carefully managed. Over time, you will want to 
evaluate your marketing efforts, determine which strategies work and which ones do not, and revise 
your marketing mix.

.65 Annual marketing plans provide organization. They should be explicit, specifying the target 
market and how you will differentiate your PFP services from other providers. The goals should be 
outlined, such as the number of new clients to be obtained and the dollar volume of PFP services.

.66 Your marketing plan should also specify the following:

• Strategies for implementing the plan
• The method for measuring performance
• How to analyze gaps between planned and actual results
• Corrective action to be taken to close gaps

3. SELLING PFP SERVICES

.01 To many who provide professional services such as PFP, the word selling has a negative 
connotation. Professional selling should be viewed in an entirely different light from that of 
convincing people to buy things they do not really want or need. You should view selling PFP 
services as the act of helping a potential client to identify his or her personal and financial goals and 
demonstrating how you are best equipped to satisfy those needs.
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The Purchasing Process

.02 Potential clients will decide to engage you when they believe their needs or expectations have 
been met. These needs or expectations tend to fall into one of three categories: service expectations, 
personal needs, and motivational forces.

.03 Service Expectations. Potential clients are usually quite clear about their service expectations. 
These can include technical competence, expertise in PFP, ability and willingness to anticipate and 
solve problems, timeliness, and value.

.04 Personal Needs. Potential clients expect a certain kind of relationship. They may be looking 
for trust, rapport, empathy, personal attention, and sociability. The importance of these factors 
varies from one individual to another.

.05 Motivational Forces. Finally, potential clients may have some motivational needs, often on 
a subconscious level, that may affect their choice of financial planner. These can include the drive 
for survival and security, a sense of belonging, or achieving recognition or power.

.06 The more you know about your potential clients, and the better you understand their needs, the 
more effective you will be in the sales process. Because no two individuals are exactly alike, your 
challenge is to identify what those expectations are and address them all.

The Selling Cycle

.07 Getting a client to engage you to provide PFP services typically involves more than one 
meeting. The following steps can apply to a single meeting, or may be pertinent to what goes on in 
two or more face-to-face meetings.

.08 Preparation. Before your first meeting, review all available information about the potential 
client and his or her financial situation. Identity pertinent issues and probable areas of concern. If 
the potential client was referred to you, ask your referral source to shed any light on the situation. 
For instance, you might be able to learn why the prospect is looking for PFP services, what he or she 
wants from a CPA, and what criteria he or she will use when making a selection.

.09 Planning. Identify what you want to accomplish at the meeting. Do you want permission to 
study their financial situation, or are you going to try to collect information about what the potential 
client needs? Are you going to ask questions about the potential client's decision-making process 
and time-frame?

.10 The Meeting. Project enthusiasm and engage in casual conversation until the potential client 
seems to be at ease. Try to determine the kind of personality you are dealing with. The prospect's 
style of communication should influence how you approach the selling process. If the prospect is 
action-oriented, be crisp and get to the bottom line quickly. If the prospect is analytical, your 
presentation should contain enough detail to satisfy his or her need to understand how you arrived 
at your conclusions and recommendations.
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.11 A clear understanding of the potential client's needs requires active listening. Probe with 
open-ended questions to discover what he or she really needs from the PFP process. Demonstrate 
your understanding of these needs by restating them in your own words. Try to find out how and 
when the final decision will be made.

.12 Always focus on how you will meet the prospect's needs. Offer relevant examples that 
demonstrate your experience in the PFP process.

.13 Closing. The meeting should close with a request for the work. If you believe it is too soon 
for this step, then you should get the prospect to agree to another meeting. For example, you might 
arrange a second meeting to study the potential client's tax returns or briefly review their investment 
portfolio. Or you might meet to deliver a proposal for PFP services. All too often, this seemingly 
obvious step of the closing is overlooked.

  Action Tip

If you are uneasy with an overt request to be engaged for PFP services, consider using the 
following approaches for closing with a request for work:

• How do you feel about our approach to dealing with your problem?
• When would you want us to get started?
• Are there any issues that we have not addressed to your satisfaction?

.14 The prospect's responses to trial closing questions will provide clues as to how close he or she 
is to making a decision. It is perfectly natural for the prospect to raise objections at this stage. Expect 
it, and be prepared to respond. After all, the prospect is about to make an important decision and 
needs assurance that he or she is making the right one. Objections might also arise because the 
prospect does not fully understand what is being offered, he or she has a real problem with what you 
propose, or is unwilling to make a commitment at this time. Often, the prospect is really looking for 
reassurance and clarification. When the prospect has agreed to what you have proposed, thank him 
or her and prepare to leave.

.15 Follow-Up. Contact the potential client soon after the meeting to answer any questions, clarify 
action steps, and provide additional detail. Respond quickly to any requests, and deliver on all 
promises you may have made.

.16 In professional selling, the focus should always be on the potential client and his or her needs, 
not on the technical merits of your services. Accordingly, when you meet, your objectives should 
include putting the potential client at ease, gaining the fullest understanding of his or her financial 
and personal needs, working together to define the best solution, and convincing the prospect that 
you have the expertise and practical experience—as well as the desire—to fulfill his or her needs.

¶ 3.16
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  Action Tip

The following are some useful tips for the selling cycle:

1. Establish rapport, and show the prospect you are personable, sensitive, and responsible.
2. Demonstrate your interest in the prospect as well as his or her financial concern.
3. Try to identify the prospect's real concerns, both financial and personal.
4. Review how you have addressed similar situations.
5. Suggest approaches to solving the prospect's problems, and involve the prospect and 

secure feedback throughout this process.
6. Arrive at a solution that the prospect can endorse.
7. Continually reassure the prospect that you understand his or her needs and are committed 

to satisfying them.
8. Obtain the prospect's consent to move forward.

4. DEVELOPING MARKETING AND SELLING SKILLS

.01 You and your staff must develop a marketing orientation and selling skills that you are 
comfortable with. The AICPA and other sources provide a number of publications and training 
materials that can help you develop your marketing and selling skills. This information is included 
in the "Resources" section of this Handbook. Several ideas for training your staff on professional 
selling are also included in the checklist in exhibit 3-13.

.02 For additional reference, exhibits 3-14 through 3-19 include several recent articles on 
marketing for CPA practices. These articles should provide some insight into the marketing and 
selling of professional services.

5. CONCLUSION

.01 Most CPAs entered their profession secure in the knowledge that they would not have to sell 
for a living. Unfortunately, times have changed and this is no longer the case. But marketing and 
selling your services need not be an unpleasant chore, Marketing PFP services is an ongoing 
process. Any time you or your name is in front of a client or potential client, marketing is 
happening; your job is to control the message being delivered. Selling PFP services really involves 
putting potential clients at ease, helping them articulate what they want or need, then demonstrating 
how you can and will satisfy those needs in a responsive and cost-effective manner. To profitably 
serve the largely untapped PFP market, you must commit yourself to the concepts of the PFP process 
and to marketing and selling strategies that spell success.

¶ 5.01
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EXHIBIT 3-1

SAMPLE QUESTIONS FOR A PFP QUESTIONNAIRE

Many CPAs identify the PFP needs of existing and potential clients through questionnaires. The following 
is a compilation of questions that may be used as a starting point to develop your own questionnaire.

General Questions

Describe any specific financial concerns:

Client___________________________________________________________________________________

Spouse_______________ __________________________________________________________________

Describe any significant changes you expect in your income in the next five years.

Describe any major expenditures that you plan in the next five years.

Net Worth

Do you have adequate cash reserves?

Do you have savings accounts or investments that generate taxable income?

Do you have consumer debts?

Are you planning to refinance your home?

Do you have or anticipate getting a home equity loan?

What is your current estimated net worth?

Are you satisfied with your net worth?

Cash Flow

Do you have a budget and stick to it?

Are you satisfied with the amount you have available for savings or investment after payment of 
monthly living expenses?

Tax Planning

Do you know your projected income tax before year end?

Are you satisfied that you have taken maximum advantage of available tax reduction opportunities?
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Estate Planning

Are your wills current?

When did you last review your estate plan and wills?

Is your estate designed to minimize taxes and fees?

Do you have any assets that need special attention after your death?

Does your executor know the location of your key documents, the names of your financial advisers, 
and the value of your assets?

Investments

When did you last review your investment portfolio?

Are you satisfied with the diversification of your investment portfolio?

Are you satisfied with the performance of your investment portfolio?

Risk Management

Are you satisfied that your insurance coverage is adequate?

Will your insurance cover your family's needs in the event of death or disability?

Do you have an umbrella liability policy?

When did you last review and update the following:

• Life insurance coverage

• Disability insurance coverage

• Excess liability (umbrella) coverage

• Medical coverage

Education Funding

Do you have children who will be attending college?

How, out of the following, do you expect to finance their college expenses?
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• Pay as you go

• Scholarships

• Financial aid and loans

• Savings

Have you established college funds for your children?

Have you planned adequately to provide for your children's education?

Retirement Planning

Are you saving for retirement?

Are you currently maintaining a retirement fund?

Does your employer maintain a retirement program on your behalf?

Does your employer offer a salary deferral or savings plan?

Does your employer match any portion of your contribution?

Are you using the deferral or savings plan to your maximum advantage?

Does your employer offer any other retirement benefits?

Do you have IRAs?

Will you make contributions to IRAs in the future?

What other provisions are you making for retirement?

Do you expect to rely on any amount of Social Security during retirement?

At what age do you plan to retire?

Do you plan to relocate at retirement?

Do you know what rate of return you must realize on your retirement investments to maintain your 
lifestyle and keep pace with inflation?

Are you satisfied that your current retirement savings program will provide you with a comfortable 
retirement?

Do you plan to work after retirement?
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Business Planning

Do you own a business?

Have you planned for a successor at the time of your retirement or death?

Is the value of your interest in the business more than 50 percent of your net worth?

Does your business have excessive amounts of liquid assets?

Does your business have unused borrowing capacity?

Concluding Question

Do you need financial planning assistance?
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EXHIBIT 3-2

SAMPLE PFP QUESTIONNAIRE

Name___________________________________________ Date Completed____________________________

As CPAs, we often see financial problems that might have been avoided or minimized with adequate 
planning. This questionnaire is designed to draw your attention to areas of your financial life that may need 
attention and to give us a better view of your concerns so that we may better serve you.

1. Please indicate your level of interest in the following:

Establishing a regular, systematic savings plan 
Developing or revising your investment strategy 
Minimizing personal income taxes
Investing for a comfortable retirement 
Establishing an IRA, SEP, or Keogh retirement plan 
Providing for your children's education
Providing for your grandchildren's education 
Making gifts to relatives
Making gifts to charity
Minimizing your estate tax
Determining how your estate assets are distributed 
Avoiding probate costs at death
Minimizing the burden of health-care costs 
Providing for your family in the event of death 
Providing for your family in the event of disability 
Ensuring your insurance coverage is cost-effective 
Changing or modifying your career 
Saving for a major purchase or vacation
Other_____________________________________________
Other_____________________________________________

High Low None

□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □
□ □ □

2. In which of the following areas of personal finance do you believe you need assistance:

□ Cash flow management
□ Retirement planning
□ Investment planning

□ Insurance
□ Income tax planning
□ Estate planning

□ Education funding
□ All areas
□ Other___________

3. What are your three greatest financial concerns?

1)--------------------------------------------------------------------------------------------------
2) -------------------------------------------------------------------------------------------------
3) -------------------------------------------------------------------------------------------------

4. Are you interested in learning more about the benefits of personal financial planning? □ Yes □ No
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EXHIBIT 3-3

CHECKLIST: TAX RETURN REVIEW FOR PFP NEEDS

Client Name____________________________________  Date Completed-------------------------------------------

Yes No

Cash Flow Planning

1. Does the level of income appear sufficient to provide necessities for family members
plus a suitable amount of savings? ----- -----

2. Does investment income indicate the client has had past success in accumulating
savings and managing cash? ----- -----

3. Is investment income increasing or decreasing? A decline may indicate a net cash
outflow. ----- -----

4. Is interest expense an acceptable percentage of income? ----- -----

Risk Management

5. Does the taxpayer's occupation require special coverage — for instance, does a
surgeon have adequate disability coverage? ___  ___

6. Is family income dependent on one wage earner? ___  —

7. Do the number and ages of dependents necessitate high income continuation coverage? ___  ___

8. Are there extraordinary medical expenses? Do medical expenses indicate inadequate
health insurance or special needs? ----- ----

Investment Planning

9. Does investment income indicate investments are too concentrated? ___  ___

10. Does the mix of investments appear appropriate, considering the stage of life and the
capacity for financial risk? ----- —

11. Has a liquid fund been established for emergency needs? ----- —

12. Does the number of capital gain (loss) transactions indicate excessive trading? Is this
contrary to an appropriate investment strategy, given the family income level and other
circumstances? ----- —
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Yes

Education Funding

13. Are there children in the family? ___

14. Do the children's tax returns show that funds for education have been set aside? Are
the funds adequate and are they invested in appropriate vehicles? ___

15. If there is a family-owned business, do children of working age receive wages? ___

16. If funds have previously been transferred to children, does the client understand the
consequences of gifts in trust versus outright gifts? ___

Retirement Planning

17. Does Form W-2 or Schedule C show the client is covered by a retirement plan with
maximum contributions and deferrals? -----

18. Will the client's wage level qualify for the maximum Social Security retirement
benefit? —

19. Does Form 8606 indicate a prior accumulation of individual retirement account
investments? -----

20. Considering age, accumulated investments and levels of debt, does the client appear
to be "on track" toward funding retirement income? -----

Estate Planning

21. Do investment income, real estate, family trusts, and a family business indicate the
client will have a taxable estate? -----

22. Are estate assets liquid? ----

23. Does the income tax return illustrate how assets have been apportioned between
spouses? Do asset account titles reveal that revocable trusts have been established? ----

24. Does the client have property in more than one state? ----

25. Does Schedule A indicate the client is inclined to make substantial charitable
contributions? —

No
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EXHIBIT 3-4

PROTOTYPE PROMOTIONAL BROCHURE

The following pages feature a prototype of a promotional brochure that can be customized for use in your 
marketing efforts. It includes basic information on the importance of PFP, suggestions for information to 
complete the brochure, and a checklist of the types of services that clients may be interested in.

The first steps have been taken. To facilitate your use of the brochure, the existing text is included on the 
enclosed diskette. After you make your editorial changes, you can—depending on your printing capabilities 
and comfort level — create a final version ready for reproduction or bring the file to be typeset at a print 
shop.

When customizing your brochure, keep the following points in mind:

• Avoid cluttered pages. Readers respond better to lots of “white space” on the page; it makes your 
message seem less overwhelming.

• Keep the needs of the reader in mind. Focus on their needs as well as your accomplishments and 
capabilities.

• Don’t try to explain everything you know or do. Provide enough information to peak the readers’ 
interest and make them want to find out more about your financial services. You are not trying to 
educate them on the subject matter of the brochure.

Exhibit 3-5, which follows the prototype brochure, contains samples of brochures used by other CPA 
financial planners.
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EXHIBIT 3-5

SAMPLE PROMOTIONAL BROCHURES

This exhibit contains examples of brochures used by practicing CPAs to market their personal financial 
planning services. The brochures are included for illustrative and educational purposes only. The AICPA 
gratefully acknowledges these members for sharing their resources with our readers.
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SAMPLE PROMOTIONAL BROCHURES
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EXHIBIT 3-6

CHECKLIST: SEMINAR PLANNING

Program Development

□ Form a development team and appoint a coordinator.

□ Identify the target audience.

□ Determine the seminar focus and related topics. Consider the target audience and their needs, timely 
hot topics, and the firm’s expertise.

□ Identify the speakers. Consider the following:

• Speakers should have a mastery of the selected topic and be able to maintain interest by discussing 
personal experiences.

• The seminar is an opportunity to show off the expertise and ability of your entire staff. Try a mix 
of partners and others.

• If you are part of a small firm or a sole practitioner, consider including other advisers with whom 
you frequently work. This presents a full service team to invitees.

□ Determine the seminar size. The size of the audience should be easily manageable by the site and the 
speakers and enhance relationship development.

□ Select a location. Consider issues such as accessibility, parking, aesthetics, and comfort. If you use your 
office, avoid busy hours.

Financial Considerations

Prepare a budget, taking into account expenses such as the following:

□ Speaker fees and travel expenses

□ Seminar room rental

□ Equipment rental (audiovisual, tables and chairs)

□ Refreshments (including tax and gratuities for catering)

□ Mailing list rental

□ Production and mailing of invitations and reply cards

□ Guest parking

□ Name badges

□ Production of audiovisual materials (slides, transparencies, etc.)

□ Handout materials
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Detailed Arrangements

□ Finalize site arrangements.

□ Obtain a confirmation of the site arrangements.

□ Coordinate menu and catering services.

□ Contact prospective speakers and confirm their participation.

□ Mail invitations with reply cards. Include a space to verify invitee’s name and address.

□ Monitor acceptances.

□ Pre-seminar contact to those accepting (advance mailings, confirmation card, telephone call).

□ Prepare materials for distribution, including handouts and visual aids such as slides and flip charts.

□ Develop evaluation forms for participants.

□ Select a seminar “greeter” and brief on logistics.

□ Prepare name tags.

□ Reconfirm site arrangements prior to seminar date.

During the Seminar

□ Set place cards and distribute name tags.

□ Check that all audiovisual equipment is working properly.

□ Have someone greet and register participants as they arrive.

□ Introduce speakers.

□ Monitor the comfort level of the room (seating availability, temperature, lighting).

□ Collect completed evaluations from participants.

□ Make sure firm representatives (partners and staff) join the group for any planned social event (lunch, 
reception).

After the Seminar

□ Mail follow-up letters to all who were invited (participants and no shows).

□ Add participants to your mailing list.

□ Telephone those with whom acquaintances were made and develop relationships.

□ Review evaluations for relevant information, including possible topics for future seminars.

□ Monitor new clients or additional business from existing clients to ascertain whether the seminar 
directly resulted in increased business.
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EXHIBIT 3-7

SAMPLE SEMINAR INVITATION

Dear [Invitee]:

Are you prepared for the future?

Consider the following:

• Only 32 percent of couples and 18 percent of singles who reach the age of 65 will receive 
pensions other than Social Security.

• At only five percent inflation, in 25 years it will require approximately $3,400 to purchase what 
$1,000 buys today; in 35 years, the requirement will be $5,500.

Would you like to be better prepared?

I am inviting you and [Spouse’s name, if known] to attend Taking Responsibility for Your Financial 
Future, a seminar sponsored by [Your firm]. The seminar will be held on [Date], beginning at [Time] at 
[Location — include directions if appropriate].

This seminar will highlight [Identify the issues you plan to address and the benefits the invitees can 
expect. For example: “This program will address many issues that directly affect your financial future. 
This is your chance to learn how to develop a financial road map that puts your financial welfare at the 
top of the list and you in the driver’s seat.”].

Someone once said, “No one plans to fail, but many people fail to plan.” It is so easy to put off planning 
for your financial security. You now have the opportunity to take the first step for taking responsibility 
for your financial future.

I’ve enclosed a postage-paid reply card for your RSVP. I look forward to seeing you on [Date]!

Sincerely,

[Your name]
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EXHIBIT 3-8

SAMPLE SEMINAR REPLY CARD

TAKING RESPONSIBILITY FOR YOUR FINANCIAL FUTURE

RSVP
□ Yes, I will attend (I will__ will not__ be bringing my spouse or a guest.)

□ Sorry, but the date/time is inconvenient. Please let me know about future seminars.

□ Sorry, but I’m not interested at this time.

Name (Please print): ________________________________

Spouse/guest’s name: ________________________________

Signature: ____________________________________
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EXHIBIT 3-9

SAMPLE SEMINAR FOLLOW UP LETTERS

FOR PARTICIPANTS ATTENDING THE SEMINAR

The following letter can be customized to take into account your existing relationship with the recipient, 
whether you actually met at the conference, any specific planning needs you are aware of, or other items 
that create a personal touch:

Dear [Name]:

Thank you for attending the recent seminar [Seminar title].

I realize that taking control of your financial future can seem overwhelming and I hope that you gained 
some useful information from this event.

If you have any questions about the topics discussed at the seminar, please call me.

Sincerely,

[Your name]

FOR INVITEES WHO DID NOT ATTEND

This letter can also be customized to take into account the considerations mentioned above.

Dear [Name] :

I am sorry you were unable to attend the recent seminar, [Seminar title].

Because your financial well-being is extremely important, I’ve enclosed some of the seminar handouts 
and a brochure describing the many personal financial services we provide.

I hope to meet with you soon, perhaps at one of our future seminars. In the meantime, please call me if 
you have any questions.

Sincerely, 

[Your name]
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EXHIBIT 3-10

SAMPLE NEWSLETTERS

3-49

This exhibit contains examples of newsletters used by practicing CPAs to market their personal financial 
planning services. The newsletters are included for illustrative and educational purposes only. The 
AICPA gratefully acknowledges these members for sharing their resources with our readers.
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Rothstein
& Company 
Certified Public 
Accountants

6^0^ 01234
56789
80 W. Avon Road 
Avon, CT 06001 
(203) 673-5500 
Fax (203) 675-5505

THE FINANCIAL PAGE
May 1995 Page No. 4-9

DATES TO REMEMBER

Tax Returns and Payments Due:

  May 15 Federal corporate tax returns with February 28, 1995 year end.
Federal corporate estimated payments for May, August, November, and January year ends.

REBALANCING - WITHOUT FALLING AND GETTING HURT!

Many investors are aware of the benefits of asset allocation, an approach which spreads your investments among 
various asset categories in order to minimize investment risk. Having the right asset mix in your portfolio can be 
essential to attaining your goals.

Sophisticated investors take asset allocation one step further by “rebalancing" on a periodic basis. To illustrate, let's 
say that you want 65% of your portfolio to be in growth investments. As the value of your growth investments 
increases and/or decreases, the percentage of your portfolio in this asset class may be more or less than 65%. 
Suppose, for example, that during the first quarter of 1995, while other components of your portfolio remained 
relatively stable, your growth investments, following the Dow Jones' dramatic rise, increased to 70% of your total 
portfolio. Following a rebalancing strategy, you would sell a portion of your growth investments and use the proceeds 
to increase your holdings in other components of your portfolio. The dollar value of your overall portfolio would have 
increased, but, after adjusting by rebalancing, your growth investments would be back to 65% of your total 
investments.

When does rebalancing as a strategy help? Normally, all asset classes have volatility, meaning that in some years 
they increase in value and in some years they decrease. Stated another way, asset classes do not always move in 
the same direction. The classic investment advice is to "buy low, sell high." With rebalancing, you sell assets when 
they are up (sell high), and you buy assets when their value is relatively low (buy low).

Rebalancing should be done at least annually, and sometimes more often if a major market change dramatically shifts 
the relative values of your assets. The stock market results after the first three months of 1995 might cause you to 
evaluate whether or not rebalancing is in order for you.

Reprinted with permission of Rothstein & Company, CPAs.
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Investing Guidelines: WHEN TO SELL MUTUAL FUNDS

To achieve your goals, you need to know what you want, stick to a plan...and monitor your results.

Some factors which we consider when recommending whether or not a mutual fund should be sold are:

• Two years of poor performance relative to comparable mutual funds

• A shift in the fund's goals

• Changes in the fund's investment policies and strategies

• A change in the fund's portfolio manager

• Changes in your own financial position which make the fund's goals no longer compatible with 
your own.

DISABILITY INSURANCE: YOU CANT AFFORD TO BE WITHOUT IT

Several studies have shown that, during a person's normal working lifetime, the probability of being disabled for 90 
days or more is substantially higher than the probability of dying. The risk of being disabled is not only statistically 
more common than the risk of premature death, but a lengthy disability also can have a much greater impact on your 
family. Both death and disability can remove a source of family income, but, in the case of disability, family 
expenditures may actually increase because of large, on-going medical expenses and other special needs.

You may have read recently about changes insurance companies are making in their individual disability insurance 
policies. New policies, especially those issued after the first of next year, are likely to be less generous than ones 
already on the market. These anticipated changes should serve as an extra incentive to review any existing policies 
to make sure your coverage is adequate, and, if you need coverage but have put off acquiring it, to search for the 
policy best suited to your needs.

Please feel free to call Kathy Norris or Alan Rothstein to set up an appointment for a disability insurance analysis and 
to review your other insurance, including life, health, and personal and business liability policies.

"If something sounds too good to be true, it probably is—"
Nicholas S. Perna

THE FINANCIAL PAGE® is written and produced by Rothstein & Company, CPAs. Our firm specializes in providing accounting, tax and 
financial planning services for closely-held businesses and self-employed individuals. Alan M. Rothstein, CPA/PFS; Janet R. Ouellette, 
CPA/CVA; Kathryn K. Norris, CFP. This publication is intended to provide general information only and is not intended to provide 
investment, tax, or legal advice.
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TAX & FINANCIAL ADVISORS

Quarterly Client Update
Winter 1993

Investment Selecting the Right Money Manager
FOCUS Selecting a money manager may occur by chance, based upon a recommenda

tion or a personal relationship. If you would rather not leave such an important 
decision to chance, you will be happy to learn that there really is a method to 
selecting a money manager. Each step along the way can help increase your under
standing of the decisions you need to make and the likelihood that the outcome 
will meet your expectations.

The process can be compared to building a house. First you decide what you 
want. Should it be a colonial, a contemporary, or some other style? How large and 
how many rooms? Next you obtain a list of reputable builders, interview them and 
select one. Once the project begins, you need to stay involved, to ensure that the 
builder is following the plans and responding to design changes.

Selecting a money manager is a similar process that can be divided into three 
steps:

■ Setting investment policy

■ Selecting a manager or managers

■ Reviewing and monitoring performance.

Investment Policy
The first step is to objectively analyze your own situation. How much is 

available for investment? What will the assets eventually be used for? Do you need 
the income currently generated by the investment? If not, how many years will it 
be before the investment will be drawn upon?

Next, you need to establish reasonable expectations. What is a reasonable 
rate of return and level of risk? Can return be enhanced by taking additional risk, 
or can risk be reduced without significantly reducing the expected return?

Finally, there are subjective considerations to take into account. How much 
risk can you really stand to take? Would you close the account if your portfolio lost 
5% of its value in the first three months? 10%? Or would you be willing to with
stand an even larger loss in the expectation of higher long term returns?

Continued on next page. 
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Giving some thought to these matters will help 
you gain an idea of how much risk is appropriate 
given your needs, preferences and the real world of 
investments. They can also help you decide on the 
allocation that best suits you. By dividing your 
money between stocks and bonds and selecting from 
among the various investment styles that are 
available, you can design an allocation that should 
give you the best possible return at the level of risk 
that is appropriate for you. This becomes your 
investment policy.

Selecting a Manager
Next, you need to understand a bit about the 

investment styles of money managers. The general 
categories are value, growth, small cap, interna
tional and balanced. By reviewing the materials 
prepared by several investment management firms, 
you will learn how each manager chooses stocks or 
bonds. You may see the investment process de
scribed by terms such as “top down,” “bottom up,” 
“earnings momentum” and “sector rotation.”

Look also at performance, but don’t let returns 
rule your decision. Note the volatility of that 
performance and how the manager has done in both 
up and down markets.

You are now ready to narrow down the list and 
meet with managers. If you have laid the ground
work, you will ask better questions and convey a 
clear understanding of your objectives.

Performance Review and Monitoring
Once a decision is made, you must periodically 

review your account to determine if it is meeting 
your expectations. This is done by reviewing the 
purchases and sales and computing the performance 
of the account. That performance should be com
pared with the appropriate market index, such as 
the S&P 500 for domestic stocks and the Shearson/ 
Lehman Govemment/Corporate bond index for 
bonds. Every manager has good and bad years, and 
markets run in cycles, so you should establish a 
reasonable length of time for making a meaningful 
evaluation.

How Can Tax & Financial Advisors Help?
Most people wouldn’t think of building their 

house alone. Instead, they hire experts such as 
architects and builders. So it is with finding a 
money manager.

Tax & Financial Advisors has the expertise to 
help you define your needs and to identify and select 
money managers. Below are the basic steps we take, 
and following that are examples from our practice.

■ Prepare a financial plan which includes a 
recommended asset allocation for the client.

■ Identify prospective portfolio managers 
using our information, resources and 
experience.

■ Help clients learn the terms they need to 
know and questions they need to ask in 
order to gain the most from the interview 
process.

■ Monitor the performance of investment 
accounts and report to clients each quarter 
on their managers’ results.

Examples
A client received over $2,000,000 as a divorce 

settlement. Her objective was to invest it for income to 
support her standard of living with enough growth to 
counter inflation. We worked with her to develop an 
investment allocation to achieve that objective. Of the 
four managers we recommended she interview, she 
selected one to manage a portfolio of stocks, another to 
manage a balanced portfolio, and a third to manage a 
portfolio of tax exempt bonds. Tax and Financial 
Advisors assembled a fourth portfolio consisting of 
mutual funds invested in small cap stocks, international 
stocks and international bonds—asset classes not 
represented by the three managers.

A business owner sold his company, receiving 
publicly traded stock in return. Restrictions on the 
transferability of this OTC-traded stock mean that a

Continued on page 3 
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considerable portion of his net worth will be tied up in a 
highly volatile, aggressive growth stock for quite some 
time. The diversification plan we agreed upon involved 
substantial holdings in municipal bonds. As our client 
was not convinced that a managed account was superior 
to a simple laddered bond portfolio, we reviewed such 
data as total returns before and after fees and before and 
after state taxes and compared that information to 
managed and unmanaged muni bond indexes. We 
interviewed several prospective managers and then 
accompanied the client to meetings with two bond 
managers and a broker.

Because of our experience with money man
ager searches, we are familiar with a number of 
excellent Boston and New York-based firms. But 
our data base covers the entire United States, and 
we used it when we were engaged to handle searches 
outside of the Northeast.

A client of ours died last summer, leaving his two 
adult children who live in the Midwest and California 
respectively, over $2 million each. As they preferred to 
work with local managers, we collected and analyzed 
data on growth and value equity and balanced managers 
based in four different cities.

At The Podium

On May 1st Beth was a panel 
member, along with a “Big 6” 
CPA, a lawyer and a pension 
consultant, at the national 
conference of the Society of

Asset Allocators and Fund Timers, Inc. Beth 
described the role Tax & Financial Advisors plays in 
money manager searches for individuals. In addi
tion to her prepared remarks, Beth answered a wide 
variety of questions on our investment advisor 
search, selection and monitoring methods.

CPA Planners Featured in the 
Wall Street Journal

Reporter Earl Gottschalk, who addressed the 
American Institute of Certified Public Accountants’ 
(AICPA) Personal Financial Planning Technical 
Conference in San Diego which Beth attended in 
January, wrote a highly complimentary article about 
CPA Planners. In the May 4th “Your Money 
Matters” column, Mr. Gottschalk stated:

Of the country’s approximately 400,000 CPAs, 
some 4,000 have completed financial planning 
courses sponsored by the AICPA. An even 
smaller minority—783 CPAs—have spent at least 
250 hours a year counseling clients in financial 
planning for the past three years and have passed a 
one-day test. They hold a special designation, 
Personal Financial Specialist, or PFS.

You may be interested in knowing that Beth is 
one of only 20 CPAs in Massachusetts who has this 
PFS designation.

Welcome Aboard Chuck!

We are very pleased to announce that a second 
CPA recently joined our firm. Chuck Katz became 
a full-time staff member in February, just in time for 
the busy tax season.

Chuck has an interesting combination of skills 
and background. He received his Bachelor of Arts 
from Amherst College in Classical Languages and 
his Masters of Science in Accountancy from North
eastern University. Chuck speaks Italian and taught 
Latin at the Moses Brown School in Providence.

He worked in his family’s business, General 
Builders Supply Co. in Norwood, and then at the 
regional accounting firm of Tofias, Fleishman, 
Shapiro & Co. Chuck, his wife, Jill, and their one 
year old son, Jake, make up Casa Katz.

Tax & Financial Advisors ■ 80 Hayden Avenue Lexington, Massachusetts 02173 Phone: 617.863.2200
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In the News and On the Screen

Talk of New 
England, the 
nightly cable 
television pro
gram, invited Bill 
back for a second 
appearance. He 

served on a panel of experts who discussed income 
taxes on the March 11th show. He also took calls 
from viewers about their tax problems.

Softeach Spotlight

Tax & Financial Advisors was recently 
featured in someone else’s quarterly newsletter. 
Softeach president, Elizabeth Brown, asked if we 
would talk about the ways in which we had used the 
company’s services over the past 3 years. Since we 
were very satisfied with the software training and 
computer consulting services the firm had provided 
us, we readily agreed. The result was our picture 
and a feature article entitled “Building Partnerships 
with Clients” in their Spring 1993 newsletter, 
Softalk.

Bill was quoted in the “50 Plus” column in the 
May 3rd Boston Globe. The drop in IBM stock 
served as the backdrop for this article on employee 
investment in their own company’s stock. Bill 
suggested that people apply the same tests for 
suitability regarding their employer stock holdings as 
they would any stock in their portfolio.

Comings and Goings

With deep regret, we say 
“goodbye” to John Valutkevich. 
John started as our Bentley 
College Honors Intern last sum

Keeping Up

On February 25th and 26th Karla attended the 
Effective Office Management seminar conducted by 
Ethel Cook at Bryant College. Determining priori
ties, managing time, organizing files and managing 
work flow were among the topics addressed.

Bill and Beth attended a March 25th Boston 
Estate Planning Council program on “The Irrevo
cable Life Insurance Trust.” Attorney Patricia 
Annino spoke about the estate, gift and income tax 
consequences of establishing such a trust as well as 
the special issues related to second to die insurance. 

mer and stayed on as a part-time staff member 
during the school year. He graduates this month 
and starts a position with Meditech in June. Al
though we will all miss John and wish him the best 
as he begins his career, we’ll never forgive him for 
winning the office NCAA pool.

Our new Bentley Honors Intern is 
Peter Hinkley, a finance major with a minor in 
Spanish. He enjoys sports, especially lacrosse, 
reading and travel. While working part-time as a 
high school student, Peter revitalized the boys 
apparel department of a national discount store 
chain, leading to his promotion to department 
manager. We look forward to his applying his skills 
of hard work, dedication and self-motivation to his 
tasks at Tax & Financial Advisors.

William T. Baldwin, Esq. Beth C. Gamel, CPA
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News From Capitol Hill
by Dorothy H Congleton

The news out of 
Washington appears 
to contain a mixed 
bag. In these early 
days of 1995, Con
gress, the White 

Internal Revenue Ser- 
all tipped their

hands—providing previews of what’s in 
store for us this year.

On the legislative front, the essence 
of "Contract with America" is receiving 
mounting support across the na
tion—and across party lines. Congress 
is considering several proposals for tax 
breaks this year:

• Lower effective capital gains tax 
rates

• Credit for couples subject to the 
"marriage penalty"

• Credit of $500 per child for the "middle class"

• Roll back of the taxation of 85% of Social Security 
benefits to 50%

• IRAs that accumulate and distribute income tax-free

• Simplified home office deduction rules

• Deduction for loss on the sale of a personal residence 
(this is not currently allowed).

These appear to be among the most popular proposals 
currently under consideration, and support for many of 
them comes from both sides of the Congressional aisle and 
from the White House as well. In fact, the biggest contro
versy brewing seems to be which party will get full credit 
for originating these proposals.

The largest obstacle standing in the way of passage will be 
the cost. We expect debate to center around which part of 
the system will be used to pay for these tax breaks. In the 
end, however, the taxpayer should be the overall winner.

On the other hand, the Internal Revenue Service has 
announced less welcome news for taxpayers—they will be 
increasing their examination activities. In fact, we are

"Step-Up" in Basis— 
What’s the Big Idea? 

by Lina T Swisher

3
Retiring Well 

by Karen R Goodfriend

4
The Elements of an Investment 

Liquidity 
by Gerald L Moorman

The Elements of an 
Investment

Liquidity

Consider the man in 
Manhattan who hailed 
a taxi in the rain. 
please turn to page 4.

already seeing early signs of this in
crease locally. Both the San Francisco 
and San Jose Districts have taken on 
large numbers of new trainees, and we 
expect a substantial rise in audits by 
September, 1995. Major targets will be 
sole proprietors, the construction indus
try, attorneys and passive activities 
(particularly rentals).

The Service has also expanded its 
computer capabilities. As a result, it 
has become extremely important for 
taxpayers to report income and expense 

items on the lines which are scanned for those items by the 
computer. For example, the total mortgage interest 
expense declared for rentals, farms and your personal 
residences should match exactly the totals reported to you 
(and to the IRS) by financial institutions on Forms 1098. 
Even a small difference might generate an IRS notice 
requiring you to validate your figures. If the difference is 
deemed to be substantial, your return could be set aside for 
further scrutiny and, possibly, an audit.

For this year’s tax filing season, our advice is to proceed 
cautiously. Some of the changes in 1995 might effect 1994 
(eg, a retroactive renewal of allowable deductions that 
expired on December 31, 1993). Further, new IRS Regula
tions are, and will continue to be, issued throughout the 
year clarifying existing tax law (in particular, passive loss 
rules). And you want to be sure you have all information 
returns (ie, K-1s, 1099s and 1098s), in order to report each 
item correctly on the proper line of the tax forms.

With all that in mind, this might be the year you decide 
to extend your return beyond the April filing date. In any 
case, give yourself time to be sure you have all your data, 
and to review late-breaking developments. Only then can 
you file an accurate and well-informed return.

Reprinted with permission of Moorman and Company.
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Where Did It All Go? Federal Income & Outlays for 1993
Federal Income & Borrowing 

$1,408 billion
Federal Outlays 
$1,408 billion

Social Security,
Medicare, Social Security,

Medicare and
Other Retirement

Law Enforcement 
and General 
Government

”Step-Up” in Basis—What’s the Big Idea?
by Lina T Swisher

Suppose you paid $25,000 for an investment that’s now 
worth $100,000. Suppose further that you still own that 
investment at the date of your death. Neither you, your 
estate or your heirs will have to pay income taxes on the 
$75,000 gain. That’s the idea known as a "step-up" basis.

When you die owning an appreciated asset, the gain is 
unrecognized, and therefore not taxed. In addition, your 
heirs inherit the asset at its fair market value, and their 
basis becomes this "stepped-up" amount. Even if they 
decide to sell the asset the day after your death, their gain 
would be zero ($100,000 sales price less $100,000 basis).

This strategy can also hold tax advantages for married 
couples. When one spouse dies, his or her one-half interest 
in any jointly owned assets also receives a step-up in basis. 
Even better, for assets held as community property, the 
entire holding is stepped-up. The key here is in the titling 
of the asset, and the income tax impact can be substantial.

For example, let’s say you and your spouse paid $100,000 
for your home that is now worth $600,000. If you own the 
home as joint tenants with rights of survivorship 
(JTWROS), when one of you dies the other would then 
have a basis of $350,000 ($50,000 of original basis owned by 
the surviving spouse plus $300,000 stepped-up basis in the 
decedent’s half interest). If the survivor decides to sell, he 
or she would have a realized gain of $250,000. By simply 
titling the home as community property, you ensure that 
the surviving spouse will receive a basis step-up to the full 
fair market value. Under current tax law (28% capital 
gains tax) that could be an income tax savings of $70,000.

Of course, while the strategy of owning and holding 
appreciating assets avoids income taxes during your life, 
and reduces or eliminates them for your heirs, your estate 

will still owe estate taxes on the value of the assets you own 
at your death. This is an important consideration.

One method to alleviate both income and estate taxes is 
known as income shifting. Here, you give away certain 
income producing assets during your lifetime, thus elimi
nating the assets from your taxable estate, and shifting the 
income to the recipients. When a recipient’s income tax 
bracket is lower than your own (with the exception of your 
own child under age 14), he or she benefits from the 
additional income and pays less tax than you would have.

The disadvantage of this combined estate and income tax 
approach occurs when you gift an appreciated asset. In 
that case, the recipient receives your original basis, and any 
accumulated gain is transferred. Therefore, you and your 
heir miss out on step-up treatment, and the sale of such an 
asset will result in capital gains tax to the new owner.

Prudent planners carefully analyze each of their assets 
before employing an estate and gift plan. Giving away 
income producing assets removes them from your estate, 
but also removes their income from your pocket. Lifetime 
transfers of appreciated assets will lose step-up basis 
treatment. For some assets, you might want to give away 
only a fractional interest, thus retaining control (and some 
of the income, if needed) while substantially reducing the 
asset’s estate tax value. (For more information, see "The 
Family Partnership" in our May, 1992 Financial Advisory.)

As you can see, taking advantage of the stepped-up basis 
is just one element of a complete estate planning strategy. 
Your actual plan should be guided and analyzed by a 
professional who is sensitive to your unique needs and 
goals, and who can assess the most tax-advantaged means 
of transferring your estate to your heirs.

The information contained in this newsletter is for general use and while we believe all information to be reliable and accurate, it is important to remember individual situations may be entirely different. 
Therefore, information should be relied upon only when coordinated with professional tax and financial advice. Neither the information presented nor any opinion expressed constitutes a representation by 
us or a solicitation of the purchase or sale of any securities, insurance or other products.
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Retiring Well
by Karen R Goodfriend

Americans are worried about retirement. And the truth 
is, maybe they should be. Studies have repeatedly shown 
that many Americans will not have nearly enough income 
in their retirement years. Will you be able to retire well? 
You have the power to ensure that the answer is yes.

The keys to beating the odds can be found in the trend 
we are seeing with more and more of our clients: start 
planning now (age 20 is not too soon, age 50 is not too 
late); develop a well-thought-out plan for retirement; and 
save, save, save. To get you started, let’s look at the steps 
you’ll want to include when developing your retirement 
strategy.

The 5 Stages of Retirement Planning

Stage 1. Establish Your Retirement Goals.

Stage 2. Make Realistic Assumptions for 
the Future.

Stage 3. Determine any Additional Savings 
Needs.

Stage 4. Design a Retirement Savings Pro
gram and Appropriate Investment 
Mix.

Stage 5. Implement and Monitor Your 
Program.

When Should You Start?
$600,000   

$500,000   

$400,000 

$300,000 

$200,000 - 

$100,000 - 

$0

Age
$2.000 Invested annually at 8%

Along the way, there are a number of factors you will 
need to consider in order to make the most informed 
choices. We’ve identified several critical concerns and then 
recommended some strategies.

The benefits you receive at retirement may be entirely in 
your hands. If current trends continue, the heyday of the 
traditional pension is past (when you made no contribu
tions, and the company guaranteed you a fixed monthly 
payout for life). Most employers today have plans such as 
a 401(k), in which you make the contributions and you 
determine how your money is invested. That means, you 
have absolute responsibility for your retirement benefits. 
The strategy here is simple: set aside as much of your 
paycheck as the plan allows, and take advantage of any 
employer matching contributions.

If you are a business owner, you can determine the 
characteristics of your retirement plan. Plan it around your 
retirement needs, your employees and the cash flow of your 
business.

Finally, you can supplement your retirement funds with 
an IRA (deductible or non-deductible), personal savings 

and you may be able to negotiate supplemental benefits as 
an executive employee.

You could enjoy a long retirement. Life expectancies are 
on the rise, and many people are planning to enjoy retire
ment well into their nineties. For those who plan to retire 
early, that means planning for retirement benefits to last 30 
to 40 years.

Your Social Security benefits could shrink. The age to 
begin collecting full benefits is already rising. Your 
retirement plan should include a realistic assessment of 
your possible future benefits. Many young people now 
design their plans around the assumption that they will re-

ceive no benefits at all.

Consider the effects of inflation. Even at 
a gentle 3% per year, inflation cuts the value 
of a traditional, fixed payment pension in 
half in 23 years. Inflation can also stunt the 
growth of your retirement savings if you rely 
too much on fixed-income investments. 
Although you may be attempting to avoid 
the risk of losing principal by using fixed- 
income or cash investments, the risk of 
inflation can be even more destructive to the 
purchasing power of your retirement funds.

Don’t be afraid to invest some of your retirement savings 
in equities. The average rate of return for the S & P 500 
stock index from 1926 to 1993 was 10.33%—well above the 
inflation rate. Remember, the longer you have until 
retirement, the more time you will have to ride that trend.

Let your plan be a reminder of your goals, and guide you 
toward success. The US personal savings rate has stood at 
4% since the late 1980’s, half of what it was in the 1970’s, 
and lower than that of many other countries. Even more 
unsettling, many people are withdrawing their retirement 
savings early and spending them on something else.

You have the power to assure a satisfactory retire
ment—setting goals and working a plan are time-honored 
techniques for success. That means you must stop living 
for today, and make a lifetime commitment to your 
retirement savings. If you absolutely must use these funds, 
find out if you can take a loan from your employer-spon
sored plan, then pay it back as soon as possible. Let your 
ultimate goal—retiring well—keep you on track.

When should you start planning? It’s never too late; start 
today. As you can see from the graphic, starting early 
reaps the greatest rewards.

We provide speakers for your club or organization
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The Elements of an Investment
Liquidity

by Gerald L Moorman, CPA, PFS

Consider the case of the man in Man
hattan who hailed a taxi in the pouring 
rain. Only after they were underway 
did the man realize he had no cash and 
the cab driver didn’t accept credit 
cards. But the cabby agreed to stop at 
a nearby automated teller machine.

Unfortunately, the rain had caused a power outage, and the 
man was unable to make a withdrawal. Four ATMs later,
the man was still without cash and his fare had climbed to 
$20. You could say this man had a liquidity problem.

The man in our story eventually worked something out, 
but we can see from this example why the element of 
liquidity is usually the most important to investors. We 
generally define liquidity as the ability to convert an 
investment to cash, without risk of loss, whenever we need 
it. And, usually, that need is sudden, unexpected and 
unforeseeable—namely, an emergency.

The discerning investor, however, realizes that 
most emergencies do not require access to all 
the money he or she has tied up in investments. 
In the same way, not all liquidity needs are 
sudden and unexpected. Therefore, an invest
ment’s liquidity (or lack thereof) must be mea
sured in the context of the overall purpose of 
the investment. Not unlike the element of risk, 
sometimes liquidity must be traded for a poten
tially higher return on investment.

Savings and Money Market funds obviously 
receive our highest liquidity rating on the chart 
to the right. For that reason, most people keep 
their emergency funds (3 to 6 months of expens
es) in these types of investments. This type of 
investment also lends itself well as a repository 
for any funds you will need in the short-term 
(usually, less than one year).

Stocks and Bonds rate slightly lower on the liquidity scale 
because of the risk of loss of principal if you are unable to 
plan the timing of a liquidation. Nevertheless, there are 
ready markets for both these investment types. Further, 
with bonds, you can improve liquidity by "laddering" their 
maturities—instead of buying one bond with one maturity 
date, buy several smaller bonds with staggered, incremental 
maturities. For stocks, when you hold them in a brokerage 
account, you can generally borrow against them with a 
margin loan, enabling you to obtain cash without actually 
liquidating the investment.

Limited Partnerships, on the other hand, are extremely 
illiquid investments. Remember, that doesn’t make them 

inappropriate to include in a well-diversified portfolio; it 
only means that they are not readily convertible to cash. 
Many long-term investors enjoy the ease of management 
and potential for appreciation these investments can pro
vide—they just don’t invest their emergency funds in them.

At first glance, many people don’t think of real estate or 
their own homes as terribly liquid investments. But, just as 
stocks can be viewed as more liquid because of margin 
loans, real estate, too, can be leveraged to provide ready 
cash. And, as we discussed in the article on Flexibility, 
there is a market for real estate.

Another way to look at the liquidity rating of some 
investments is that they are receptacles of liquidi
ty—investments designed to preserve liquidity until it is 
actually needed. For example, you might purchase an 
annuity at age 30 with the intention of holding on to it until 

Elements of an Investment

Elements Savings & 
Money Mkts

Stocks Bonds
Limited 

Partnerships
Real 

Estate Commodities Home

Risk 8 6 7 2 5 2 9

Management 8 7 7 9 4 5 7

Flexibility 4 8 7 1 5 2 7

Liquidity 9 8 7 1 6 1 7

Cash Flow

Rate of Return

Appreciation

Leverage

Taxes

Total

you retire at 65. In the intervening thirty-five years, the 
investment preserves your capital, and provides tax-advan
taged accumulation of income. As retirement approaches, 
you can choose whether to liquidate the investment in a 
timely, orderly fashion, annuitize it and live on the cash 
flow or preserve it and pass the asset on to your heirs.

Liquidity, like the other eight elements, is a personalized 
rating, and subject to your specific goals and needs. 
Depending on your particular requirements for the money 
you invest, some investments will rate better on the 
liquidity scale for you than they will for someone else. And 
remember, while some liquidity in your investment portfo
lio is important, not all of your assets need to be liquid.

This is the twentieth in a series of articles by Jerry.



MARKETING AND SELLING PFP SERVICES 3-61

LINTON, SHAFER & COMPANY CPAs Fall 1994

BIIT'PKIXT
A FINANCIAL AND ESTATE PLANNING GUIDE

You Can 
Benefit 
From a 
Very Early 
Start on

Although many Americans will 
spend as much as one-third of their 
lives in retirement, few take appro
priate measures to ensure that they 
have enough money for their living 
expenses during those years. And 
while it’s never too late to start sav
ing for retirement, there’s great 
news for those who have yet to 
enter the workforce.

Retirement 
Savings

The chart below shows how a 
child’s IRA can appreciate substan
tially if left intact until retirement.
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AGE

Please recycle by passing on 
to associates & friends.

Route To:
1________________
2. _______________
3. _______________

A child who makes annual 
deposits of $2,000 into an IRA 
throughout four years of high 
school will have $900,514 at age 65 
if that IRA earns 10% interest each 
year until retirement. Unfortunate
ly, many teenagers can’t be con
vinced to put $2,000 of hard- 
earned summer income into an

IRA that can’t be touched for 50 
years. So while few people begin a 
retirement program at age 15, our 
example demonstrates the power 
of early saving - even if it’s a rela
tively modest amount - and how it 
can help in your retirement years 
when you need it most.

Why You Need to Build Your 
Own Retirement Fund

A recent survey of working 
Americans indicates that they 
expect Social Security or pension 
benefits to be their primary source 
of retirement income. Although 
these sources still account for a 
portion of retirement savings, most 
people must supplement with a 
retirement plan of their own design.

To put these factors into per
spective, let’s take the example of 
a 45 year-old couple who jointly 
make $75,000 per year. They’ll 
need to save about $483,000 in 
today’s dollars to retire at age 65 
and maintain their current lifestyle; 
however, with inflation rates of 
three to four percent each year, 
they will probably need more than 
$1 million 20 years from now. 
Many people don’t realize they will 
need to be millionaires just to be 
comfortable in the next century!

  Printed on recycled paper

Reprinted with permssion of Linton, Shafer & Company, CPAs.
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The 401(k) Plan - A Smart 
Choice for Retirement Planning

Donald C. Linton, CPA, CFP 
Principal
Linton, Shafer & Company 
Don is the founding partner of 
Linton, Shafer & Company. He 
is a graduate of the University 
of Maryland and has over 30 
years of experience in public 
accounting. He also earned the 
title of Personal Financial Spe
cialist through the American 
Institute of CPAs, the certifi
cate as a Certified Financial 
Planner, and most recently, the 
Accredited Estate Planner des
ignation. He specializes in tax 
and financial planning for indi
viduals and small corpora
tions.

Maximizing participation in your employ
er’s 401(k) plan is one of the smartest moves 
you can make when planning for a sound 
retirement. You defer taxes on your contribu
tions and earnings until the money is with
drawn at retirement, when you’re usually in a 
lower tax bracket.

How much to defer and how to invest are 
often more difficult decisions. Ideally, when 
you’re younger than 40, you should invest 10 
percent of your annual income in your retire
ment savings plan. After 40, increase your 
savings by another five or 10 percent of your 
annual income. (Note that the maximum 
allowable contribution to a 401(k) plan is 
$9,240 in 1994.)

Most 401(k) plans allow participants to 
choose several investment vehicles. When 
deciding how to invest, consider putting some 
of your money in growth stocks since their 
typically higher yields keep up with inflation. 

Investment advisors also usually recommend 
keeping one percent of your portfolio in guar
anteed bonds or CDs for each year of your 
age. The balance should be invested in 
growth stocks. For example, a 40-year old 
employee might keep 40 percent invested in 
bonds and CDs and 60 percent in growth 
stocks.

As for the type of retirement plan you 
choose, 401(k)s have some advantages over 
IRAs. Many employers add to or match an 
employee’s contribution. And many 401(k) 
plans let you borrow from your account for 
specific needs such as college tuition or a 
down payment on your home, while you 
can’t borrow from an IRA.

So if a 401(k) plan is available through 
your employer or if you’re self-employed and 
have a Keogh account, invest as much as you 
can now to maximize your financial well
being at retirement.

Baby Boomers Shouldn’t Expect 
Big Social Security Benefits

A 21-year-old who invests 
$2,000 a year for only 10 
years at an average 
annual return of 9% will 
have more than $620,000 
at age 65 — even without 
contributing after age 30. 
But someone who makes 
35 annual contributions 
of $2,000 starting at age 
31 will have only 
$431,422. Moral: an 
early start — and the 
magic of compounding 
— are the keys to finan
cial independence.

Social Security seems to work for current 
retirees since they get a fair return on the tax 
dollars they have paid into the system. For 
example, a 65 year-old employee who retires 
this year and has paid the maximum Social 
Security tax each year since age 21 will con
tribute a total of $46,000. His monthly check 
of $1,147 repays his entire contribution with
in 41 months. If he lives to his current life 
expectancy of 81, he’ll collect $220,000 - not 
counting future cost-of-living increases built 
into the system. Unfortunately, young work
ers may not be able to expect such bountiful 
returns.

Some predictions for Social Security as baby 
boomers retire:
• As baby boomers start retiring in 20 years, 
an insufficient number of workers will be 
paying into the system to cover this large 
increase in the number of retirees.

• The baby boomer retirees will have to 
wait longer to receive benefits - and their 
Social Security checks will be less than they 
are expecting.
• Workers will probably start to receive 
benefits at age 70 instead of age 65.
• Inflation and cost of living increases cur
rently built into the system will be abolished.
• Payroll taxes will be higher. In 1940, 
both employer and employee paid Social 
Security taxes of only one percent of the first 
$3,000 in wages. In 1994, both pay 7.65 per
cent of the first $60,600 in wages, and the tax
able amount increases every year.

While we can’t predict exactly how the Social 
Security system will have changed by your 
retirement date, we recommend that you take 
steps to maximize your retirement savings 
account, regardless of how it is impacted by 
Social Security.
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How Much is Enough?
If the prospect of living on a steadily declining income 

during your retirement years doesn’t fit your plans, take 
stock of your situation now. Then take action to establish 
a program that will lead to a comfortable retirement.

These calculations will help you estimate how much 
income you will have at retirement based on your current 
income and how much you will need for the kind of retire
ment you want to have.

1. Yearly income needed at retirement $_________
in current dollars
(70%-80% of current gross income).

2. Expected Social Security benefits $_________
(You can get an estimate from the
Social Security Administration by fil
ing a request for your Personal Earn
ings and Benefits Statement).

3. Expected retirement benefits (IRA, $_________
Keogh, 401(k), company plans, etc.)
currently in place.

4. Annual investment income needed $_________
(line 1 minus lines 2 and 3). If your
current savings plan will provide this 
amount, you are in good shape. If 
not, make some adjustments now.

Get a Loan That 
Works for You 
Through Your 
401(k) Plan

Follow these steps if you need to 
borrow from your 401(k) plan:

► Find out your 401(k) account 
balance. The IRS lets you borrow half 
of the vested amount up to $50,000.

► A loan to buy a house can be 
repaid over 15 or 30 years, depending 
on the length of your mortgage. 
Loans to purchase a car or boat, or 
fund a child’s college education must 
be repaid in five years.

► Your employer will set up a loan 
repayment schedule, and this is usually 
done through payroll deduction. The 
IRS says you must make fixed pay
ments on at least a quarterly basis.

You’ll pay interest at the market 
rate for secured loans. If you resent 
paying interest on the loan, remember 
that it is credited to your 401(k) 
account, so you’re repaying yourself!

Whether you’re 25 dr 55, you should be planning for retirement. This second issue of Blueprint is devoted to selected 
topics and planning tools that will help you decide when to retire and offer suggestions for doing so comfortably. We 
welcome your comments and ask that you let us know of friends or associates who would like to receive future issues 
of Blueprint.

Please send Blueprint to:

Name_______________________________________________________Company______________________________________

Address_____________________________________________________ :______________________________________________

Topics I’d like to read about in future issues of Blueprint:

Please call me to discuss options for my future retirement.

Name and phone number_______________________________________________________________________
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Can You Afford to Retire Early?
Many people look forward to retiring before age 65. In fact, the 

average retirement age is 62. But it’s a lot easier to dream of an early 
retirement than to afford it. The early retirement decision must be 
carefully evaluated, and must usually be viewed as irreversible since 
job prospects for many older Americans who have left the work force 
are dim - particularly in a weak economy.

When considering early retirement, the following checklist will 
help you determine if you are adequately prepared. If you can answer 
“yes” to these questions, you’re attending to the important details of 
early retirement.

1. Have you projected your retirement living 
expenses through at least age 90, taking infla
tion into account?

YES

□

NO N/A

□

2. Have you projected your income through at 
least age 90, taking into account the probable 
need to continue saving a portion of your 
income until about age 75 in order to meet 
higher living costs in later years? □ □ □

3. Will you have adequate health insurance cov
erage until you reach age 65, when Medicare 
coverage commences? LJ □ □

4. Have you evaluated the income tax conse
quences of early retirement? □ □ □

5. If you’re considering your employer’s early 
retirement incentive offer, have you com
pared it carefully with the alternative of 
remaining at work? □ □ □

6. If you’re considering part-time work when 
you retire, are your expectations of finding 
satisfactory work realistic? □ □ □

7. Have you decided when you will start collect
ing Social Security retirement benefits? If you 
must begin drawing benefits at age 62 for 
financial reasons, this may indicate that you 
cannot comfortably afford an early retire
ment. □ □ □

8. Have you made decisions regarding lifestyle 
and activities to ensure an active retirement? □ □ □

Getting Set to 
Retire
► Set a target retirement age.

► Double-check what to expect from 
pension and Social Security.

► Determine how much income you’ll 
need from investments.

► Rev up your savings.

► Pare down debt.

► Check out possible retirement sites 
if you plan to move.

► Review your insurance coverage.

► Update your will and trust 
arrangements.

► Start shifting to safer investments as 
you get closer to retirement.

► Expect adult children to pay their 
own way.

Linton, Shafer & Company, P.A.
Certified Public Accountants
6 West Second Street
Frederick, Maryland 21701

LS Blueprint is published as a financial 
and estate planning resource for our 
clients and friends. Donald Linton, CPA, 
CFP, principal, is our newsletter’s pub
lisher and author. Please contact him at 
(301) 663-5122 for additional information.
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SAMPLE ADVERTISEMENT

3-65

Just
What You Have 

Been Looking For!!

Valuable, trustworthy financial advice 

As your Financial advisor, we will:

• Review your present financial status.
• Help you identify your financial goals.
• Determine what financial areas are most 

important to you.
• Assist you in developing a personal 

financial plan for you and your family.

Call [your name 
here] TODAY

Your address and 
phone number here

Your 
picture 
here
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Do you feel financially secure?

Your 
picture 
here

[Your name here] offers objective 
advice to help you meet your 

financial goals.

Call for an appointment.

Your address and phone number here!

Do You Need Personal 
Financial Planning?

Your 
picture 
here

Do You Know:
• When and if you can retire?

• How you will pay for your 
child’s college education?

• Which types of investments will 
best meet your objectives?

[Your name here!], is an objective, 
CPA financial planner 

She can help you answer these questions. 
Call today for an appointment

Your address and phone number here
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Thinking About 
Retirement?

Be wise about taking your retirement plan 
distributions. Avoid excess income taxes 
by planning how and where you will take 
distributions

For more information, call [your 
firm name here!] today.

Your 
picture 
here

[Your address and phone number here]
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Investing Your Money

Your 
picture 
here

• Start with a solid investment plan
• Understand the risks involved with 

various investments
• Consider the tax implications

To develop an investment plan, 
call [your firm name here].

[Your address and phone number here]
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TIPS FOR DEVELOPING MEDIA RELATIONSHIPS

Handling Media Interviews

Mastering the art of the interview takes practice. It is best to begin with local newspapers which aren't 
usually looking for an angle of controversy.

During an interview, remember that you are the expert on the topic — that's why you are doing the 
interview. Take control of the discussion, get in your points and turn negative questions into positive or 
informative answers.

Before the Interview

Do your homework before the interview. Find out the background of the reporter, the editorial slant of 
the publication/station and the story angle the reporter is likely to take. Know the answers to these 
questions: What is the news "hook" that generates interest in the story? Does the reporter usually look 
for "dirt"? What is the objective of the story? Who else is being interviewed? When will this piece be 
aired or printed? Who are the audiences? What do they want to hear? What have they been told before 
by others? Is the interview part of a series, a seasonal wrap-up or a one-time feature? Will you get an 
advance copy, tape or transcript?

Being prepared is essential to a successful interview. Once you have determined the reporter's agenda, 
you can establish your own. Ask yourself: What do I want the audience to know? How can I subtly 
promote myself/my firm? What questions may be asked (and how do I answer them)? What backup 
information can I provide to help prove my point?

Also, you may request an advance list of the questions or topics to be covered during the interview, 
though not every reporter or editor will give it to you.

During the Interview

At the start of the interview, present a short summary of the story. State your points and then support 
them with examples. If you present any facts or figures, make sure they're accurate and cite reference 
sources whenever possible.

Keep the interview on a "human" level. Laugh, smile and gesture appropriately. Use "I" or "my firm" 
instead of "we" or "the company." Avoid CPA jargon; speak in layman's terms so the audience — and 
interviewer—can understand.

Stick to the topic and make your major points as often as opportunity allows. Don't digress from the 
question or you'll risk losing your points. Using short sentences conveying one clear thought will help 
you. For broadcast media, be aware of time constraints so that your important points don't get cut off 
(that's why you should always say them first and then discuss more detailed information).
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Don't volunteer additional information. You may strike a nerve that changes the focus of the interview. 
End your sentences after they have answered the questions. Never speak "off-the-record." There is really 
no such thing. It's advisable to tape an interview for a newspaper or magazine article. This way, if you're 
misquoted you can support your claim. Reviewing a tape will also help you hone your interviewing 
skills.

After the Interview

Call the newsclip or transcription service immediately. If the story strongly contrasts with the infor
mation you provided during the interview, you can do one of two things: either call the reporter, point 
out the error and request a clarification, or prepare a "letter to the editor." The letter will enable you to 
present your point of view to the editor. However, only a small percentage of these letters are published.

If the story was successful in positioning you as an expert, you're sure to get calls not only from reporters 
but also from prospective clients.

Specific Interview Tips for Print, Radio and Television Media

Print

• Expect quotes to be edited. Therefore, speak concisely, stay on the topic and make every word 
count.

• Ask for clarification of a question if you are unsure of its meaning. If you don't have an answer, 
say that you are not able to answer that question but will get the information and call back the 
reporter.

• "No comment" is acceptable but it is preferable to rephrase the question so that you can give a 
favorable answer. This is called "bridging."

Example:

Question: "Don't CPAs have a large responsibility for the current savings and loan crisis facing the 
nation?"

Bridge: "There are several reasons for the S&L crisis and subsequent bailout..."

Answer: "First on the list is that, for the past several years, management and regulators allowed 
thrift institutions to make high-risk investments . . ." Then discuss the energy crisis in the 
Southwest, merger mania, high interest rates paid on deposits, etc., leaving CPAs out of it.

Radio

• Think before you speak. Don't feel you must fill "dead air" time with "urns" and "wells."

• Be conscious of the microphone but don't feel that you need to speak directly into it. 
Microphones easily pick up voices that are reasonably close. Also, don't tap the microphone. 
The audio crew is responsible for seeing that it works.
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• Find out in advance whether the interview is "live” or "taped.” If it's taped, the interview will 
be edited.

• Practice speaking and answering questions so that you can be eloquent on the air.

• Definitely do not speak "off-the-record.” The microphone might still be on while the segment 
is ending.

Television

The same tips apply with some additions:

• Dress appropriately and conservatively. Wear medium-to-pastel colors; men should wear suits 
and women should wear suits, dresses, or skirts and blouses. Colors are intensified on TV; pure 
white is too bright so wear gray. Avoid large or distinctive patterns, such as plaids and polka 
dots. Men should wear knee-high socks.

• Wear minimal and/or plain jewelry. Wear eyeglasses without metal frames.

• Speak naturally in terms of pitch and tone; don't be afraid to raise or lower your voice as the 
answer dictates.

• Gesture as you would in a normal conversation; don't feel obligated to be overly animated. Keep 
eye contact with the host or other guests when speaking to them.

• Be prepared for the set-up of a television studio. There are lights all around which may make 
you hot (and maybe even sweat). A studio crew with cameramen may add a dozen people to the 
set. Try not to think about all the action going on around you.

An effective interview will enhance media contact, develop/solidify an "expert" image, increase visibility, 
and promote your practice.
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CHECKLIST: PRACTICE DEVELOPMENT TRAINING

PRACTICE DEVELOPMENT TRAINING

CHECKLIST/
In an increasingly competitive world, CPAs more and more 

must sell their professional expertise. Many firms have in-house 
practice development training programs that teach 

partners and staff to become better salespeople. 
Here are some ways to get more out of such programs.

A partner who is a proven business-getter should facilitate the practice development 
program. He or she should

□ Make sure the program is in accordance with the firm’s long-range growth plan and 
practice philosophy.
□ Schedule regular practice development training sessions. These may be more fruitful if 
held in a relaxed atmosphere away from the office.
□ Encourage all partners and staff members to get in the habit of filling out monthly con
tact reports recording each contact’s name, the type of meeting that took place, who was 
present and what was discussed. Staff members who do so will be better prepared to 
identify activities that lead to new business and to explain how they acquired new clients 
when they attend training sessions (see below).
□ Develop agendas, list possible discussion items and make sure each training session 
follows a prepared plan.
□ Recognize fellow partners and staff who bring in new business.

When attending practice development training sessions, participants should be 
  prepared to

□ Provide examples of new business sources.

□ List activities that can lead to new business.

□ Share how they acquired new clients.
□ Present skits showing how to respond to the most frequently asked questions about 
the firm.
□ Compile a list detailing the firm’s outstanding qualities.

Adapted from The Practicing CPA on Practice Development.

Copyright © 1994 by the American Institute of Certified Public Accountants, Inc.
Opinions of the authors are their own and do not necessarily reflect the policies of
the AICPA.
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ARTICLE: A MARKETING SUCCESS STORY

A MARKETING 
SUCCESS STORY
Any small firm can benefit from— 
and afford—a marketing director.

by William T. Zumwalt

any partners of small firms feel inadequate 
when it comes to developing and imple
menting a marketing program. Most recog
nize the need but are unsure of what ap
proach will work best.

When our firm set out to develop a mar
keting program in 1990, we decided to 
make the financial commitment to hire an 
experienced marketing director. The re
sults have been remarkable:

■ Revenue increased 58% during the 
first year, with a net cost of only $8,200 
(see the exhibit on page 58).

■ In the second year, the marketing de
partment became an independent profit 
center.

■ Marketing revenues for the first six 
months of 1993 surpassed the total for all 
of 1992.

These results show neither our firm 
nor our clients were too small to justify 
the time and money spent. Before 1990, I 
had only one employee, who doubled as a 
staff accountant and office manager. Our 
client mix consisted primarily of tax 
clients, with a small percentage of month
ly write-up clients (mostly owners of 
small retail and service-related businesses 
and law firms).

THE FIRST STEP_______________________
In 1990, I added a CPA to our staff and 
wanted to begin some type of marketing 
program. Like many CPAs, I concentrated 
on advertising during tax season. I used 
various outlets, including the yellow 
pages, newspapers, radio and television, 

and I tried direct mail. In most cases, the 
cost was recovered by securing new tax 
clients. However, it became evident that 
although we were very busy during tax 
season, we had to find a way to diversify 
our client mix to increase our monthly 
billings and work flow year-round. I came 
to the conclusion that we needed profes
sional assistance.

I thought the best solution was to hire a 
marketing director. I consulted with sever
al marketing professionals in Tulsa, includ
ing two who had worked for large CPA 
firms. They concurred that a marketing di
rector would best meet my long-term goals 
and objectives and also suggested some of 
the qualities I should seek in my recruiting 
efforts. These included experience in mar
keting professional services, a successful 
sales background and public relations 
knowledge. Further, they helped me come 
up with a competitive compensation 
arrangement. Now I had to seek financing 
to underwrite the cost of hiring a market
ing director and fund the development of a 
marketing program.

I developed a one-year marketing bud
get and approached my banker with the 
plan, projected costs and what I hoped to 
accomplish. He thought the proposal had 
merit and his bank agreed to advance me 
a loan.

WILLIAM T. ZUMWALT, CPA, is president of 
William T. Zumwalt, Inc., Tulsa. He serves on the 
communications task force and public relations com
mittee of the Oklahoma Society of CPAs.

Copyright © 1994 by the American Institute of Certified Public Accountants, Inc.
Opinions of the authors are their own and do not necessarily reflect the policies of
the AICPA.
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I started recruiting in late 1990 by run
ning a series of classified ads in the pro
fessional section of the Sunday Tulsa 
World, which has the largest circulation 
in the area. About 100 people responded. 
Of these, I interviewed 15 applicants. Af
ter the initial interviews, I narrowed the 
field to 5 candidates. After checking ref
erences extensively, I selected two final
ists. At this point, I asked the other staff 
members to join me in the final inter
views. The entire process took about two 
months and involved four interviews with 
the candidate selected. He joined the firm 
on February 1, 1991. His background and 
experience satisfied the marketing pro
fessionals’ recommendations: He had over 
15 years’ experience in marketing profes
sional services, a successful professional 
sales background and a bachelor’s degree 
in journalism.

LAUNCHING THE PROGRAM__________
We decided on a traditional approach us
ing proven marketing principles. Our first 
step was to develop a written plan. All 
four members of our firm were involved in 
the planning process. We agreed to focus 
marketing efforts on securing monthly 
write-up clients who would pay us month
ly retainers on a year-round basis. We 
identified our target markets—businesses 
and professionals we thought we could 
serve best—as predominantly closely held 
businesses and professional firms. We de
cided to concentrate on providing value- 
added services so we could command high
er fees. We examined our strengths to see 
how we could differentiate ourselves from 
the competition.

We also set goals for revenues and 
profits as well as limits for the program’s 
costs. We created a budget and agreed to 
change the firm’s monthly financials to 
treat marketing as a separate department

First-year 
marketing 
start-up costs

Brochures $2,500

Client newsletter/tax letter 1,800

Seminars (3) 1,700

Direct mail campaigns 1,200

Public relations 500

Client survey 500

Total marketing expenses $8,200

with its own income statement. It has 
been easy to determine what income 
should be attributed to this department; 
our director frequently comes back from a 
client meeting with a signed engagement 
letter and a cheek. Expenses include his 
salary and the cost of seminars we con
duct as well as mailings and PR efforts. 
Our marketing program has always paid 
for itself and contributed further profits 
to the firm—proof that a program of this 
kind is not out of the question for any 
small firm.

We put our marketing plan in writing 
and then went about the task of imple
mentation. To create our support materi
als, we located a company that special
ized in developing marketing materials 
for CPA firms. With its help, we devel
oped a professional firm brochure and ob
tained four additional brochures that ad
dressed tax and business issues targeted 
to small business owners. The cost of the 
entire package, which included a year’s 
supply of brochures, was approximately

EXECUTIVE SUMMARY
■ HIRING A MARKETING DIRECTOR 
had a major impact on a four-person firm’s 
growth and success.
■ ALL MEMBERS of the firm were in
volved in developing the written plan and 
setting revenue goals and cost limits.
■ REVENUE INCREASED 58% during 
the first year (1991) with a net marketing 
cost of only $8,200; in the second year, the 
marketing department became an indepen

dent profit center. During the first six 
months of 1993, marketing revenues sur
passed the total for all of 1992.
■ THE FIRST YEAR’S business develop
ment efforts helped secure 17 new monthly 
write-up clients, primarily closely held busi
nesses in retail and service-related cate
gories. The firm also was recognized for mar
keting excellence by the Tulsa chapter of the 
American Marketing Association.
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$2,500, which was in line with our bud
geted amount.

GAINING NEW CLIENTS_______________
We next addressed business develop
ment. We agreed that our objective al
ways would be to promote the profession 
along with our firm. A direct mail cam
paign had modest success but our sales 
efforts were best achieved through per
sonal appointments. Although we evalu
ated telemarketing, we did not think it 
was compatible with the image we want
ed to convey.

We established a business develop
ment process in which the marketing di
rector made the initial client contact to 
assess needs and then I stepped in to 
help define the scope of services and 
fees. The last step was an engagement 
letter outlining the proposed services 
and fee structure to the prospective 
client. More than 80% of the time en

gagement letters were signed at the ini
tial presentation.

Networking also has proved to be a 
successful and cost-effective business de
velopment vehicle. We joined and became 
very active in the Metropolitan Tulsa 
Chamber of Commerce and its various 
networking programs. Our marketing di
rector was appointed to the chamber’s 
ambassador program, in which chamber 
representatives survey members each 
month to determine needs and attitudes. 
This has provided us with an opportunity 
to meet with presidents and owners of 
small businesses in our targeted markets. 
Our director also is a member of the Tul
sa Connection, a local business network
ing club, and the American Marketing As
sociation. All have produced new client 
relationships.

In the first year, our business develop
ment efforts helped us secure 17 new 
monthly write-up clients. Each one paid an

FIRM PROFILE

William T. Zumwalt, Inc.
Year opened: 1989, on the retirement of William Zumwalt’s father. The predecessor 
firm, Zumwalt and Zumwalt, Inc., opened in 1983.
Location: Tulsa.
Total personnel: 6.
Number of partners: 1.
Number of CPAs: 2.
Areas of concentration: Monthly write-up, tax planning and preparation, auditing 
and management consulting (business plans, loan proposals and retirement pro
grams).
Percentage of fees in

Tax planning and preparation: 55%.
Monthly write-up: 35%.
Audit: 5%.
Other: 5%.

Size of clients: Businesses with $200,000 to $1.5 million in sales per year.
Types of clients: Closely held businesses (retail, service and professional corpora
tions).
Advertising and marketing programs: Advertisements in trade journals that reach 
target markets (physicians, for example).
How the practice will change in the near future: The firm hired a full-time audit 
manager in December 1993 to meet clients’ increased demand for audit services. 
The firm also expects increased revenue from providing marketing services, busi
ness planning and evaluating existing businesses for sales or acquisitions.
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average of 25% to 75% more in monthly re
tainer fees than they had to their prior ac
countants, which proved we had accom
plished our objective of marketing on a 
value-added basis. The new clients were 
primarily closely held businesses in retail 
and service-related categories. They 
ranged in sales from $200,000 to $1.5 mil
lion in sales per year and had staff sizes 
ranging from 5 to 25.

As part of our integrated marketing 
effort—which goes beyond marketing to 
include public relations, sales and mea
suring client satisfaction—we developed 
an internal PR program and have been 
very successful in placing news releases 
in the local newspapers. We make sure a 
3" x 5" photo accompanies every release 
whenever possible, which has helped in

We sponsor three free seminars 
annually for current and 
potential clients. They start at 
8 a.m. so attendees (small business 
owners) can be back at business 
by midmorning, thus ensuring 
their attendance*

crease firm visibility. We also upgraded 
our monthly newsletter with feature arti
cles on new clients and both tax legisla
tion and economic updates. In addition, 
we’ve had success in writing articles for 
publications. For example, we’ve been 
writing a tax column for a company’s 
monthly newsletter for over a year. Its 
circulation includes a large segment of 
small business owners. We also write 
several monthly articles for a business- 
to-business newspaper. We obtained 
reprints of our articles at a nominal cost 
and have used them effectively in our 
marketing program.

In 1991, we initiated a free seminar 

program for existing and prospective 
clients. Normally, we conduct three semi
nars a year on topics that range from 
“Lending Trends and Opportunities”— 
which featured a panel of four Tulsa bank 
presidents—to “A Legislative Update for 
Small Business,” led by the Oklahoma 
secretary of commerce and Congressman 
James Inhofe’s chief of staff. The semi
nars are held at various Tulsa hotels, 
usually from 8 A.M. until 9:30 A.M. This al
lows the small business owners to be 
back in their place of business by mid
morning, which we found is critical to en
suring their attendance. The program 
cost an average of $500 per seminar. Ad
ditional activities have included conduct
ing client satisfaction surveys in both 
1992 and 1993 to measure our perfor
mance and secure client feedback and es
tablishing an internal quality control pro
gram to monitor the progress of a client’s 
work from the time it is received until it 
is returned.

SIGNS of success___________________
A little over a year after we hired our mar
keting director, the firm received a Bulls
eye Award for Marketing Excellence from 
the Tulsa chapter of the American Market
ing Association in recognition of our inte
grated marketing efforts and overall 1991 
marketing campaign.

Many partners of small firms think mar
keting directors are only for larger firms, 
but I believe small firms trying to intensi
fy their marketing efforts can effectively 
do so by hiring experienced marketers. 
Partners should allow a minimum of one 
year to develop and implement the mar
keting program, get expert advice on how 
to choose the best candidate and allow the 
director the creative latitude to implement 
new programs. It’s important, too, to es
tablish guidelines and objectives in ad
vance to ensure a mutual understanding of 
what is expected. Once these steps are 
taken, small firms will be gratified by the 
benefits. ■

For more information

Additional information on crafting marketing strategies can be found in The Mar
keting Advantage: How to Get and Keep the Clients You Want, by Colette Nassutti 
(American Institute of CPAs, product no. 090404JA), and Winning Proposals: A 
Step-by-Step Guide to the Proposal Process, by Kaye Vivian (AICPA, product no. 
090390JA).
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FOUR
CASE STUDIES 
IN MARKETING
CPAs share solutions to common 
practice development problems.

by Colette P. Nassutti

hen it comes to marketing accounting firm 
services, it is easy to spend money—and 
even easier to waste it. To ensure that a 
firm’s marketing efforts are successful and 
its practice development dollars well spent, 
CPAs must be both sophisticated mar
keters to their clients and skilled managers 
of their employees’ marketing efforts.

Why do some campaigns yield extraor
dinary results, from generating signifi
cant new revenues to delivering a host of 
intangible benefits? This article answers 
this question by examining four pro
grams launched to solve common practice 
development problems and describing so
lutions that practitioners can adapt for 
their own needs.

SOLIDIFY RELATIONSHIPS AND 
EXPAND MARKET SHARE____________
At the end of 1987, Marvin & Company, a 
two-office firm in Albany, New York, with 
6 partners and 61 total staff, made an un
pleasant discovery. A veteran provider of 
audit and accounting services to long-term 
health care facilities, nursing homes and 
organizations providing services to the de
velopmentally disabled, the firm discov
ered that other CPA firms were bidding on 
work that once came to Marvin & Co. al
most exclusively.

After evaluating the situation, the firm 
decided the best defense was a good of

fense: It formed a marketing team, made 
up of most of the members of the firm’s 
health care practice and led by the senior 
partner, that developed a marketing pro
gram designed to cement existing client re
lationships, secure greater market share 
and establish Marvin & Company as a lead
ing provider in its market.

To achieve these objectives, the firm 
rolled out a bimonthly newsletter, Health 
Care News & Views, devoted exclusively to 
long-term health care management and 
sent to both clients and prospective clients. 
It also launched an annual, two-day confer
ence for the industry. Together, the 
newsletter and the conference helped to in
crease awareness of the firm’s capabilities 
among prospective clients and to establish 
it as a leading provider.

The firm also wanted to ensure existing 
clients were highly satisfied, so firm mem
bers organized a series of informal round- 
table discussions to discover what execu
tive directors of client companies thought

COLETTE P. NASSUTTI, president of Colette Nas
sutti & Associates, San Jose, California, is the editor 
of The Marketing Advantage: How to Get and Keep 
the Clients You Want, published by the American In
stitute of CPAs management of an accounting prac
tice committee. Most of the programs described in this 
article were conceived and executed by individuals 
who also were contributing authors to The Marketing 
Advantage.

Copyright © 1994 by the American Institute of Certified Public Accountants, Inc.
Opinions of the authors are their own and do not necessarily reflect the policies of
the AICPA.
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TOP TIPS ON:
Producing an industry 
newsletter

1. Prepare articles that have real value for 
executives and senior managers. Monitor the 
industry closely by reading trade publications, 
attending industry conferences and talking to clients.
2. After the newsletter has been published several times, 
ask for feedback from the target audience.
3. Have articles bylined by firm members to showcase 
their expertise.
4. Find ways to highlight the firm’s service capabilities 
within the articles.

of the firm’s scope and quality of service.
The results? According to Warren Gar- 

ling, the firm’s marketing director at the 
time, accounting and audit billings to this 
market segment expanded to over 40%, up 
from 20%, against an overall firm expan
sion of 71%.

The cost? Out-of-pocket expenses for 
the newsletter averaged $3,000 a year and 
the annual conference paid for itself. 
Roundtable costs were mainly time spent 
organizing them in-house.

Why did a small investment in newslet
ters, conferences and focus groups reap 
such large dividends? According to Frank 
Venezia, a firm director, the drive to un
derstand its target audience and a willing
ness to invest in the long term were the 
key ingredients.

The newsletter, for example, is written 
by members of the health care practice and 
produced in-house. Venezia said this en
abled Marvin & Company to speak directly 
to the topics and issues that matter most to 
its target audience. He advised others to 
“investigate your clients’ needs and inter

ests and write about them. It also is impor
tant to write articles that are cutting-edge. 
If something big hits a week after you’ve 
published, be ready to write it up and mail 
it as an industry alert.” Firm members 
keep up to date through publications and 
by monitoring trends in clients’ businesses.

As for Marvin & Company’s two-day 
conference, the opportunities it offers to 
create new business are not left to chance. 
Each year, the participant list is reviewed 
carefully and an effort is made to schedule 
a breakfast, lunch or dinner meeting with 
each prospect. After the conference is 
over, prospects are assigned to the partner 
or manager who had the most contact and 
rapport. Action items are defined and firm 
members report progress to the firm mar
keting director.

To produce an effective conference, 
Garling surveyed the key decision makers 
in his target audience to identify the is
sues that most concerned them. This 
yielded the twin benefits of ensuring the 
conference would be topical and that se
nior managers—not lower level person
nel—would attend.

The presenters were firm partners and 
industry experts, including state officials 
who influenced regulations. “Always give 
participants the opportunity to meet with 
people—and get the kind of information— 
to which they would otherwise not have ac
cess,” says Venezia.

PENETRATE A NEW NICHE____________
Herbert Kaplan, a marketing consultant 
and the president of Ridgefield Consulting 
Group, worked with another firm that 
achieved spectacular success in a selected 
market niche. While Marvin & Company’s 
goal had been to consolidate gains in a mar
ket segment in which it already had a con
siderable presence, here the goal was to 
penetrate a niche that, at first, accounted 
for only 1% or 2% of firm billings.

EXECUTIVE SUMMARY
■ TO ENSURE THAT a firm’s marketing 
efforts are successful and its practice devel
opment dollars well spent, CPAs must be 
both sophisticated marketers and skilled 
managers of firm marketing efforts.
■ THE KEY INGREDIENTS for achieving 
success usually can be applied to different 
kinds of firms and programs. They include 
viewing marketing expenditures as an in

vestment and expecting a two- to three-year 
delay before initiatives yield significant fi-

■ FIRMS MUST COMBINE marketing 
programs with specific strategies for con
verting new leads into clients.
■ MOST IMPORTANT, the program must 
have the managing partner’s full and enthu
siastic support if it is to be successful.

ICONS BY KELLEY GRAPHICS
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The firm, a New York-based practice 
with one office, 11 partners and 75 total 
staff, chose to pursue not-for-profit, volun
tary health and welfare organizations, a 
market segment in which it had a small but 
thriving practice.

To reach the goal of generating 10% of 
firm revenues from this practice area, the 
firm recognized it had to improve visibility, 
build credibility, increase the number of 
face-to-face contacts with key decision 
makers and win more proposals.

To accomplish these objectives, the firm 
began publishing a bimonthly newsletter 
for not-for-profits. It also began sponsor
ing three industry-specific seminars a year 
and created a package containing partner 
and firm credentials and illustrative en
gagements.

What did these efforts cost? The 
newsletter cost about $15,000 per year, the 
seminars $5,000 a year and expenses for 
the capabilities statement—which was 
generated in-house—were negligible.

The result? In a little over two years, 
the firm’s billings in this area have gone 
from under $100,000 to in excess of 
$500,000. Thanks in large part to its en
hanced credibility and visibility, the firm 
also has received many more bidding op
portunities.

As was the case with Marvin & Compa
ny, the marketing tools used to achieve 
this growth were not extraordinary. Why, 
then, was this effort so fruitful?

1. The firm successfully identified the 
one small part of the not-for-profit market 
(voluntary health and welfare organiza

TOP TIPS ON:
Forming a marketing team

1. Make the practice group head the 
team leader. If there is no practice group 
head, the effort should be directed by the 
firm managing partner.
2. Provide team members with training in specific busi
ness development tasks, such as public speaking, business 
writing and consultative selling skills.
3. Schedule regular marketing meetings and don’t let 
client work be an excuse for putting them off.
4. Offer incentives (both tangible and intangible) for ac
tive participation.
5. Make all team members part of the decision-making 
process. Solicit and act on their suggestions.

tions) that made the most sense for it to 
pursue. Market research conducted early 
in the planning process revealed the firm 
had a good grasp of this segment’s service 
needs, there was a large and ready market 
in the New York metropolitan area and the 
competition was limited. “A lot of people 
talk about not-for-profits as though they 
were all part of one market,” said Kaplan. 
“They’re not.”

2. The project was managed by a small 
but dedicated team whose leader had com
mitted himself exclusively to pursuing 
business in the health care arena. “It all 
comes down to leadership,” Kaplan ex
plained. “You must have a partner in 
charge (of the marketing effort) who is en
trepreneurial and who has real expertise in 
the chosen area.”

3. This marketing program had the full 
faith and support of the firm’s managing 
partner. All of the consultants interviewed 
for this article said this was possibly the 
single most important factor in the success 
of a marketing initiative.

MOTIVATE CPAs TO SELL_____________
For another Albany-based firm, Bollam, 
Sheedy, Torani & Co. (one office, 9 part
ners, 52 total staff), the challenge wasn’t to 
create more opportunities to sell but, 
rather, to convert them into new business.

According to managing partner Joseph 
A. Torani, the firm didn’t have to look far 
to identify its problem. “In an average firm 
of 50 or 60 people, 3 or 4 will be really good 
at developing leads,” says Torani. “We 
were no exception.”

Recognizing that the ability to sell 
doesn’t always translate into the ability to 
teach and inspire others, Bollam, Sheedy 
retained Tammy Linn of Phoenix-based 
Tammy Linn & Co. to provide needed sales 
training.

Linn’s first task was to interview mem
bers of the management group and help 
them discover where their marketing 
strengths and interests lay. “For years I 
kept hearing, ‘We can’t do it; we’re not as 
good as you....We don’t have the network,”’ 
said Torani. But this process “made people 
see they had the ability and they already 
had a network, even if it was their church 
congregation or the volunteer group they 
worked with.”

Linn’s second task was to develop per
sonal marketing plans that were geared to 
each firm member’s strength. “Until then,” 
explained Torani, “we had been trying to 
get everyone to do the same kinds of mar-
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TOP TIPS ON:
Running an annual 
conference

1. Survey the target audience to identify 
seminar topics.
2. Bring in industry experts who offer participants some
thing of value.
3. Use in-house specialists as well—they’ll highlight the 
firm’s expertise.
4. Screen all speakers carefully. Make sure they are effec
tive presenters.
5. Organize a business development strategy that identi
fies important clients or prospects among participants. 
Make sure a firm member follows up with them after the 
conference.

keting—writing articles, making speeches. 
But with the development of personal mar
keting plans, each person had his or her 
own path to take.”

The result? “This program got people 
who weren’t good at marketing to get bet
ter and it helped people who hated mar
keting to realize that it is an essential part 
of being in this business,” said Torani. As 
an example, he cited a highly talented tax 
specialist who had resisted the pressure 
to market for years. “Just last year,” he 
reported, “she brought in her first 
client—worth $15,000 a year. Having her 
tell me that she really likes marketing 
now—that alone is worth the cost of re
taining a consultant.”

TOP TIPS ON:
Organizing a client 
roundtable discussion

1. Invite trusted clients and tell them the 
truth: You want to solicit their input on how
to serve them better.
2. Choose a time of day that is most convenient for guests.
3. Keep the number of firm members present to about half 
the number of guests.
4. Don’t do a presentation of the firm’s capabilities. In
stead, ask good questions and sit back and listen.
5. Summarize what you learned and communicate your 
findings (and how you plan to act on them) to participants 
in a thank-you letter.

Linn thought personal marketing plans, 
combined with just the right amount of 
pressure in the form of monthly marketing 
reports by firm members on their activi
ties, were seminal to the success of this 
initiative. Torani concurred. “Without 
those individual marketing plans, we 
would have been right where we’ve been 
for the last 20 years.”

Personal action plans should contain 
statements about the amount of time to be 
devoted each week and how it will be used. 
For instance, a senior staff member’s plan 
might say, “I’m going to spend three hours 
on business development each week. I’m 
going to use that time to call, visit or corre
spond with two clients and one referral 
source (each week). By the end of the year, 
I hope this activity will produce highly sat
isfied clients, $x,xxx of new work for exist
ing clients and two new clients, each val
ued at $y,yyy in annual fees.”

The cost in terms of staff time varies 
depending on each person’s marketing 
commitment. Launching such a program 
would probably require one to two days 
of a consultant’s time for initial training 
plus monthly individual coaching time for 
individuals.

TARGETING A MARKET_______________
While a senior member of Coopers & Ly
brand’s national marketing department in 
New York, Bruce Marcus was asked to 
promote an audit division service called 
preemptive auditing. This program helped 
companies involved in large-scale construc
tion projects to monitor planning and con
struction phases closely and anticipate de
lays, changes and related costs. Marcus 
said his mission was to sell the service and 
at the same time establish long-term rela
tionships with companies that weren’t us
ing Coopers & Lybrand as their auditor.

His first act was to find companies with 
ongoing or pending construction projects 
and to identify, by name, the executives 
who managed them. He decided direct 
mail, coupled with a publicity campaign 
that consisted of interviews, profiles and 
bylined articles in trade journals, as well as 
seminars and public speaking, were the 
best way to reach these decision makers.

The results were tremendous. Within 
three months, 50% of the letters he sent 
had created opportunities for a Coopers & 
Lybrand partner to make a personal pre
sentation to a prospective client.

Why did this effort yield such positive 
results? According to Marcus, the intense 
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initial research effort was crucial. “Our re
search enabled us to identify, by title and 
by name, the three executives who would 
be involved in the decision to purchase our 
product and to name the construction proj
ects they would be worrying about when 
they got our letters,” said Marcus. To find 
these people, Marcus used the Dodge 
Report, a periodic report published by 
McGraw-Hill that lists all construction 
projects pending or in process in the Unit
ed States and names key players, such as 
the developers, funders and owners.

All of this research, he concluded, had a 
strong influence on how the direct mail let
ters were written. For instance, the saluta
tions were personalized and, to improve 
the chances the letters would be read, they 
were sent on high-quality stationery. Each 
letter was hand-signed by a senior Coopers 
& Lybrand partner and contained an ex
plicit reference to a current construction 
project. “It was vital to demonstrate an un
derstanding of the prospect’s problems and 
to do so when the prospect was feeling the 
pinch most strongly,” Marcus said.

He advised CPA firms to combine direct 
mail with a very strong follow-up, usually 
through telemarketing. “Never send out 
more letters than you can follow up on per
sonally in one week,” said Marcus.

LESSONS LEARNED___________________
Although the situations and solutions de
scribed here may not suit all firms, they 
are based on basic steps—such as good re
search and consistent follow-through—that 

TOP TIPS ON:
Waging a direct mail  
campaign   

1. To capture readers’ attention, identify  
and speak to an issue that is very important
to them—not you.
2. Conduct advance research to identify key decision mak
ers and verify their names, titles and roles in the decision
making process.
3. Plan to send at least three separate pieces of correspon
dence.
4. Have a follow-up strategy in place and respond to all in
quiries quickly and professionally.
5. Be realistic about the anticipated response rate. Many 
direct mail campaigns are considered successful when 3% 
of those targeted respond.

are valid for any practitioner. The market
ing directors and managing partners in
volved offered these guidelines for success 
that will apply in nearly every instance:

■ Think of marketing expenditures as an 
investment, not an expense. To make real 
headway in a targeted market segment, it 
may be necessary to wait, sometimes for 
two or three years, before seeing any im
pact on the bottom line.

■ Maintain relentless commitment to the 
process. When it takes two or three years 
to get results, it is easy to see why so many 
marketing programs lose momentum. To 
prevent this from happening, firms should 
break down long-term goals into short
term objectives with predetermined start 
and completion dates. They should cele
brate the completion of those project seg
ments even if they haven’t begun yielding 
financial dividends.

■ Never leave business development op
portunities to chance. Conferences, direct 
mail, newsletters—these programs only 
stimulate interest in a firm and its ser
vices. CPAs must always couple them with 
active efforts to convert interested and in
formed prospects into clients.

■ Invest marketing dollars in personnel. 
If partners, managers and staff are to con
vert new leads into prospects, firm leaders 
must begin by defining expectations about 
marketing and selling efforts. Then, firm 
members must receive the training and 
personal counseling that enable them to 
fulfill those expectations. Finally, account
ability through reports and meetings must 
be combined with just the right amount of 
pressure to get people moving.

■ Remember that the quality of the ef
fort counts. Market research can help iden
tify the firm’s very best prospects and the 
key decision makers, their industry jargon, 
their perspectives and needs.

■ Be willing to take risks and to learn 
from mistakes. CPAs must make risk-tak
ing and failure an integral and acceptable 
part of the learning process.

■ Create a caring and committed leader
ship. Don’t even try to launch a program if 
firm leaders don’t have an innate hunger 
for success. The firm’s managing partner 
cannot merely acquiesce to the decision to 
launch a marketing effort—he or she must 
be the impetus. The partner in charge of a 
specific marketing effort also must have a 
personal stake in the venture.

By following these guidelines, firms of all 
sizes should be able to achieve better re
sults from their marketing investments. ■
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MARKETING: 
THE SEVEN 
DEADLY SINS
Practice development failures usually can be 
traced to one or more of these common errors.

by Vin Manaktala

T here are many different ways to structure 
a successful practice development pro
gram, but a few unfortunate mistakes can 
doom a CPA firm’s efforts. Even if part
ners and managers recognize the impor
tance of a well-designed practice develop
ment plan and have a general idea of how 
to implement one, they still may achieve 
minimal success or fail outright. There are 
seven reasons why.

1: INADEQUATE MARKET RESEARCH 
Unless a firm knows its market, it will ex
pend resources unnecessarily and risk be
coming frustrated and disenchanted with 
its practice development program. Clients’ 
needs can be ascertained through frequent 
contact, while prospective clients and their 
needs can be identified through market re
search. Such research entails identifying a 
pool of prospects by, among other things, 
analyzing population trends and business 
and industry data (industry type, business 
size, profitability and growth rates, need 
for professional services, etc.) in the local 
area. To get this information, CPAs can 
turn to industrial directories, the local 
chamber of commerce, professional and 
trade group directories, state and national

VIN MANAKTALA, PhD, is the chief consultant 
and trainer for Manaktala & Co., West Hartford, 
Connecticut. He has provided consulting and train
ing services to numerous CPA firms and state CPA 
societies. 

economic statistics, industry associations, 
business publications and other resources, 
many of which are available in local or 
business school libraries. (See also “Local 
Area Statistics: A Practice Development 
Tool” by Michael D. Chase, JofA, June94, 
page 100.)

A key component of market research is 
collecting data on the competition. Once a 
firm has identified its competitors, its lead
ers should learn about their capabilities, 
marketing strategies, sales practices and 
pricing policies to differentiate their firm. 
It’s then possible to formulate marketing 
strategies that neutralize competitors’ 
strengths and capitalize on their weakness
es. (See “Learning from the Competition” 
by Tammy Linn, JofA, Feb94, page 43.)

A complete marketing strategy involves 
integrating the firm’s services and the 
market needs, pricing strategy, differentia
tion from the competition and the develop
ment of appropriate support materials for 
potential clients not familiar with the 
firm’s capabilities and services.

INADEQUATE CLIENT PROFILE
Many CPA firms satisfy less than 50% of 
their clients’ potential needs and wants. 
(The exhibit on page 71 contains a client 
relations form that helps develop addition
al business from present clients.) Unfortu
nately, many firms don’t take the time to 
understand their clients’ needs, which can 

Copyright © 1994 by the American Institute of Certified Public Accountants, Inc.
Opinions of the authors are their own and do not necessarily reflect the policies of
the AICPA.
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result in inadequate client service and low
er revenues.

There are several reasons why this can 
come about:

1. The firm reacts to client needs in
stead of being proactive and inquiring 
about as well as suggesting additional ser
vices. Many times, firms could understand 
their clients’ needs better if they asked 
more questions about their clients’ per
sonal and business goals. Clients them
selves may not anticipate future needs 
since they are busy taking care of day-to- 
day business. Firms can generate client 
loyalty not only by correcting the clients’ 
past mistakes but also by preparing them 
for the future.

2. CPAs sometimes are uncomfortable 
asking about clients’ personal finances. 
Most closely held businesses are intimately 
involved with the owners’ personal goals. 
All of the owners’ finances are a personal 
matter, so CPAs must be able to elicit in
formation from clients without feeling un
comfortable or making clients defensive.

3. Practitioners may not take advan
tage of the opportunities to provide addi
tional services when making personal calls 
on clients or when a client calls with a 
question. A client call is a chance for 
CPAs to explore why a question is being 
asked rather than simply to focus on pro
viding a narrow answer. In addition, the 
practitioner need not only offer answers; 
it’s also perfectly acceptable to ask as 
many questions as the client does to get a 
sense of where the business stands and 
where it is going.

4. CPAs don’t develop personal rapport 

with clients through lunches and wide- 
ranging discussions about topics of interest 
to clients. Sometimes, the emphasis on 
hourly billing can get in the way of more 
satisfying and lucrative relationships. 
Practitioners shouldn’t think they are 
wasting their time when reinforcing client 
relationships or exploring possibilities for 
additional work to benefit the client.

5. Many CPA firms don’t know which 
clients make them successful. Those that 
analyze the reasons for their success know 
the “80/20” rule applies: Eighty percent of 
the growth, profitability and satisfaction 
comes from 20% of the clients. At a mini
mum, firms should identify the top 20% to 
get a clear picture of desirable prospects 
for future growth. Firms will discover that 
clients in this category rate highly on most 
of the following criteria:

a. The client is likely to generate rev
enues within the quarter.

b. There is a potential for high billings 
during the quarter.

c. The client is easy to contact and ask 
for new business.

d. The growth potential is high.
e. A profitable long-term relationship is 

likely.
f. The client is a potential referral 

source.
g. The client has value as a center of in

fluence of other potential clients.
h. The client’s past payment record or 

credit history is good.
i. The client’s industry or needed ser

vices are consistent with the firm’s long
term plans.

j. Client contacts are willing to work

EXECUTIVE SUMMARY
■ EVEN IF PARTNERS and managers 
recognize the importance of a well-designed 
marketing plan and have a general idea of 
how to implement one, they still may achieve 
minimal success or outright failure. There 
are seven reasons why:

1. Inadequate market research. Firms 
must be familiar with the needs of current 
and potential clients to plan a worthwhile 
program.

2. Inadequate client profile. Asking 
questions can be a key step in improving and 
expanding client service.

3. Off-the-shelf sales programs. Any 
standard plan will fail unless it is customized 
to fit a firm’s goals, values, operating princi
ples and personnel.

4. Hourly billing mentality. A narrow fo
cus on billable hours can undermine market
ing efforts.

5. Lack of incentives. Unless firms allow 
members to engage in practice development 
during working hours—and compensate 
them for their efforts—the commitment to 
the program will be minimal and the results 
disappointing.

6. Lack of sales skills. Any practice de
velopment program that doesn’t assess skills 
and provide group and individual sales train
ing will fail.

7. Lack of personal accountability. 
Everyone, including the managing partner, 
should have personal goals for marketing ef
forts and results. 
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with firm staff instead of being served ex
clusively by the selling accountant.

All clients are not equal; some are more 
equal than others. Firms should weight 
each of the 10 criteria above according to 
their own objectives and then score every 
client from 1 to 10. Firms should seriously 
evaluate whether they want to keep clients 
with scores of 1 to 4; they also should ask 
what level and type of services can be pro
vided to clients in this category. The object 
is to achieve the maximum value—for both 
the clients and the firm—for the resources 
expended in making the clients and the 
firm successful. This is best accomplished 
by concentrating on the most worthwhile 
clients while developing marginal clients 
into better ones. (See also “Keeping the 
Client Satisfied’’ by Seth R. Ellis and Mar
tin A. Mayer, JofA, July94, page 49.)

3: "CANNED" SALES PROGRAMS
One of the expensive shortcuts many firms 
take is to use an off-the-shelf program to 
reach practice development objectives. Any 
standard plan, no matter how successful it 

Any off-the-shelf sales program, no 
matter how successful it's been for 
other firms, will fail unless it is 
customized to fit a firm's goals, 
operating principles and personnel.

has been for other firms, will fail unless it is 
customized to fit a firm’s goals, values, op
erating principles and personnel. Standard 
indicators such as calls per week, length of 
presentation, closing ratio, competitive 
pricing, etc., serve as broad guidelines but 
shouldn’t be adopted automatically as per
formance standards even if they are based 
on firms of similar sizes and capabilities.

When tailoring an off-the-shelf program, 
firm leaders should keep in mind that 
every firm is different, even though each 
may provide the same services, employ the 
same number of people and generate ap
proximately the same revenues. The differ
ence is the people—their skills, attitudes, 
motivation, personal goals. Every individ
ual contributes to the firm culture through 
his or her personal values, attitudes and 
behaviors. The firm culture is a result of 
the leadership style, the firm values and 
how different behaviors are rewarded. 
Each culture creates a unique environment 

in which individuals strive to achieve the 
firm’s common goals.

A marketing program should be flexible, 
not only in recommending overall results 
and activities but also in allowing for indi
vidual differences. For example, the num
ber of calls to be made or the number of 
new clients to be generated should vary 
based on each person’s work situation, 
skills and experience.

The practice development program 
must be consistent with the firm’s overall 
goals as well as the marketing plan and 
capitalize on its unique strengths. Instead 
of focusing on what the firm can’t do, it 
should focus on what it can. Placing too 
much emphasis on a firm’s weaknesses or 
lack of resources can actually hinder prac
tice development.

4: HOURLY BILUNG MENTALITY
Practice development requires a disci
plined time commitment, and the results 
are not always guaranteed. If firm leaders 
don’t understand the impact of members’ 
practice development efforts and base re
wards solely on the billing revenues gener
ated or hours billed, they will undermine 
even the most carefully planned practice 
development plan. This approach sacrifices 
long-term revenue growth for short-term 
cash flow.

Practitioners sometimes say they don’t 
have time for practice development be
cause of too much client work, tax season 
or yearend pressures, etc. The real reasons 
might be a lack of sales skills and of incen
tive to do anything but hourly billing. 
Firms that engage in disciplined and pa
tient practice development realize a much 
higher return on their time than just the 
hourly billing rate. Firms should not allow 
a short-sighted focus on hourly billing to 
undermine the establishment of a meaning
ful practice development program.

5: LACK OF INCENTIVES____________
Many firms provide neither tangible nor 
intangible compensation for sales activi
ties. Even though attitudes are changing, 
practice development still is considered to 
be extracurricular, something to be accom
plished in the early morning or during 
evenings and weekends. Unless firms allow 
members to engage in practice develop
ment during working hours, the commit
ment to such a program will be minimal.

More progressive firms may allow prac
tice development during regular work 
hours but do not reward activities or re-
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Client relations checklist

Client profile

1. Name:
2. Industry—business(es):
3. Contact person:
4. Size:

a. Sales:
b. Number of employees:
c. Divisions—sites:

5. Length and nature of relationship:
6. Client billing history and potential:

Last year This year Next year
a. Tax:

Individual 
Corporate
Partnership, nonprofit, etc.

b. Compilation ana write-up:
c. Audit:
d. Review:
e. Other traditional services:

Total traditional services:
f. Consulting:
g. Other services:

Total other services:
7. Potential needs the firm can satisfy:
8. Dimensions of relationship:

Score letters a through f below on a scale of 1 to 7; score h through / using the options 
provided. Mark the firm's perception first, and then ask the client tor his or hers.

__________________Perception________________

Firm Client
a. Client satisfaction:
b. Value to client:
c. Payment record:
d. Accessibility:
e. Knowledge of future plans:
f. Frequency of contact:
g. Client loyalty
(none, partial, complete):
h. Firm involvement 
(reactive, active, proactive):
i. Communication flow 
(negative, neutral, positive):
j. Chemistry (bad, neutral, good):

9. Relationship improvement areas:
10. Most potentially rewarding improvement areas (financially and in terms of better client 

relationship and service):
11. Relationship improvement objectives and actions to be accomplished: 

Within 7 days:
a.
b.
Within 30 days:
c.
d.
Within 90 days:
e.
f.
Within one year:
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suits with tangible compensation such as 
bonuses. Many don’t offer the intangible 
compensation of public recognition. Some 
firms seem to want members to meet their 
billing objectives and engage in practice 
development on their own time without 
any expectation of compensation. That’s 
one reason their practice development 
goals aren’t met.

A suitable incentive program should en
able firm members to sacrifice some billing 
hours to generate new business. Firm 
members’ work loads should be decreased 
as part of this effort. In many cases, CPAs 
not only must get new business, but they 
also must perform the additional work they 
generate. That means more work and no 
additional compensation. In fact, if there is 
a drop in hourly billing, tangible compensa
tion actually may decrease. This perverse 
system of punishing people for gaining ad

The job of the marketing director or 
the partner in charge of practice 
development is not to sell for 
everyone but to make it easy for 
everyone to sell.

ditional revenues is not the basis of an ef
fective practice development program.

In some cases, incentive systems are 
vague, inconsistent, narrowly focused and 
inflexible. A well-designed system

■ Rewards both individual and group 
performance.

■ Is specific and easy to understand.
■ Rewards both focused attempts and 

results.
■ Satisfies multiple criteria, such as new 

client revenue, additional revenue from 
present clients, number of new clients, in
crease in market share, etc.

■ Allows for individual differences in 
types of awards. Bonuses tailored to suit 
the effort and the recipient might vary 
among money, time off, attendance at an 
off-site professional meeting and graduate 
school fees.

A good system shows a firm’s commit
ment to its practice development program. 
Lack of proper incentives will discourage 
even the most highly motivated employees.

6: LACK OF SALES SKILLS___________
There are no born salespeople; everybody 
can sell. Sales skills are learned. Any prac

tice development program that doesn’t as
sess sales skills and provide group and indi
vidual sales training will fail. Group training 
can teach prospecting, fact finding, presen
tation and communication skills. It also can 
provide general ideas on overcoming the 
fear of rejection and call reluctance, closing 
strategies and personal organization.

Firms must allocate sufficient resources 
to the sales training effort to enable their 
staffs to sell in the marketplace with confi
dence. Lack of training may save money in 
the short term, but it won’t generate any in 
the long run.

Once general sales skills are learned, the 
next training step is to define an individual 
selling style and learn how to capitalize on 
personal strengths. Specialized training 
and sales and client relations strategies 
also should be appropriate for the types of 
clients and industries.

7: LACK OF PERSONAL 
ACCOUNTABILITY_____________________
Everyone, including the managing partner, 
must set objectives for practice develop
ment efforts and results in consultation 
with the partner in charge of practice de
velopment and be held accountable for his 
or her performance. When performance 
goals aren’t met, the emphasis should be on 
problem solving and not on finger-pointing 
or excuses. Instead of fixing blame, focus 
should be on fixing the problem.

A common error is to hold the market
ing director or the partner in charge of 
practice development responsible for re
sults. People in such positions are responsi
ble only for providing the resources and es
tablishing a collaborative sales and market
ing plan. Their job is not to sell for every
one but to make it easy for everyone to 
sell. They may have their own personal 
practice development objectives, but to 
hold them accountable for overall firm re
sults is unfair and unproductive. It is the 
firm’s responsibility to reinforce account
ability and celebrate the successes of those 
who make an effort.

A GREATER CHANCE OF SUCCESS
There may be other reasons for the failure 
of practice development programs, but 
these seven are the most common. Firms 
that commit one or more of these errors 
will be frustrated in their efforts to expand 
their practices. Eliminating these problems 
may not guarantee success, but it certainly 
will increase the probability that firms will 
reach their practice development goals. ■
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ARTICLE: MARKETING FROM THE GROUND UP

MARKETING 
FROM THE 
GROUND UP
All of a firm’s staff members play a vital role in 
practice development. Management must 
communicate its expectations to staff offer 
guidance and opportunities to learn and 
measure performance. Here’s a step-by-step 
program for enlisting everyone in a firm’s practice 
development program and making it succeed.

by Constance Anne Vaughan

A
ccelerating competition has resulted in 

stepped-up marketing efforts at virtually 
every firm in the nation, with even the most 
conservative placing a greater emphasis on 
new business development—and expecting 
everyone to participate in the effort. Here’s 
how to develop a structured program to en
list all of a firm’s professional staff members 
.... ........ .... in the practice development effort—and 
measure their effectiveness. A carefully or
chestrated practice development program 
will lead to new clients, new sources of re
ferrals and new services to offer.

Often staff accountants don’t under
stand what is required of them in this area 
and are afraid they lack the necessary 
skills. Which marketing director or manag
ing partner hasn’t heard a staff member 
say, “I’m not a rainmaker, and I never will 
be” when practice development is men
tioned, as if that were expected of every 
member of the firm?

CONSTANCE ANNE VAUGHAN is a consultant 
and a former director of practice development at a 90- 
member CPA firm in Baltimore, Maryland.

Such misunderstanding and self-doubt 
often stem from management’s failure to 
define and communicate its expectations. 
The partners know they want staff to be
come more involved in—and competent 
at—developing the firm’s practice, but 
haven’t translated their expectations into 
terms staff members can understand and 
put into action. “We’re supposed to be do
ing things to generate new business, but 
the partners never say what those things 
are,” a senior accountant in a midsized firm 
said. “Do they really expect me to bring in 
a couple of new audits every year?”

Of course not. No firm expects a senior 
accountant to single-handedly deliver new 
audit engagements. But staff members 
need to know what is expected of them and 
how those expectations change as they ad
vance within the firm. Performance expec
tations regarding technical and engage
ment management responsibilities are 
spelled out; shouldn’t this be done for prac
tice development?

Closing this communication gap calls for 
a structured program to involve staff of all

Copyright © 1995 by the American Institute of Certified Public Accountants, Inc.
Opinions of the authors are their own and do not necessarily reflect the policies of
the AICPA.
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levels in developing new business. The pro
gram rests on two basic principles:

■ Marketing professional services is as 
much a science as an art. Every successful 
firm seems to have at least one “star” who 
makes practice development ability look 
like something one must be born with. In 
truth, practice development is a process 
that can be broken down into discrete ac
tivities in which everyone can participate 
and succeed.

■ Marketing professional services de
pends to a great extent on establishing and 
maintaining a professional reputation and 
building professional relationships. Sales 
ability, public relations, proposal writing 
and advertising all have a place in the 
process, but an effective practice develop
ment plan begins with, and emphasizes 
throughout, the building of reputations and 
relationships.

SETTING UP THE MARKETING 
PROGRAM___________________________
The first step in establishing a firmwide 
practice development program is to form a 
practice development committee. (If the 
firm already has one, establish a special 
task force for this purpose.) Include some
one from each professional level, from re
cent hires up to partner, in order to obtain 
and take into account the perspectives of 
people at all levels. Firms with fewer than 
15 accountants may want to include all the 
professional staff.

Select someone with responsibility and 
authority in the practice development or 
marketing area—such as the director or 
partner-in-charge—to head the committee, 
and add members who are well regarded 
by their peers and their superiors. This 

will help ensure that everyone in the firm 
supports the effort.

The committee’s objectives will be to
■ Identify the activities that make up 

the practice development process.
■ Determine which activities and re

sponsibilities are appropriate for each staff 
level.

■ Decide how the firm will communicate 
these activities and responsibilities.

■ Identify the guidance and education 
staff members will need to fulfill their 
practice development roles and develop 
ways to provide them.

■ Develop a system to evaluate staff 
performance and measure the program’s 
effectiveness.

ASPECTS OF PRACTICE DEVELOPMENT 
Practice development activities fall into 
four broad categories:

1. Establishing and maintaining pro
fessional credentials. The first step in mar
keting professional services is obtaining 
the appropriate education and certifica
tions. CPAs must pursue appropriate con
tinuing education to stay abreast of regula
tory and other changes and improve their 
technical knowledge and skills.

2. Understanding the firm’s services. 
This is particularly important in large 
firms with multiple areas of specialization, 
in which staff members in one area often 
are not familiar with other areas.

3. Developing and maintaining a posi
tive professional reputation and relation
ship with prospective clients and referral 
sources, and regularly communicating the 
firm’s credentials and services to these 
various individuals. This is the nitty gritty 
of practice development.

EXECUTIVE SUMMARY
■ A GREAT CHALLENGE FACING ac
counting firms today is helping staff mem
bers understand and fulfill their roles in de
veloping new business for their firms. Often 
staff members do not understand what is re
quired of them and are afraid they lack the 
skills to perform well.
■ IN MANY CASES, FIRMS HAVE failed 
to define and communicate to staff their 
practice development expectations. Without 
this direction, the staffs efforts are likely to 
be haphazard and ineffectual, and the firm 
will lack a basis for measuring and evaluat
ing staff performance.
■ PRACTICE DEVELOPMENT activities 

fall into four broad categories: establishing 
and maintaining professional credentials; un
derstanding the firm’s services; developing 
and maintaining a positive professional repu
tation and relationship with prospective 
clients and referral sources; and identifying, 
cultivating and closing the deal on practice 
development opportunities.
■ A STRUCTURED PROGRAM TO in
volve staff in activities that comprise these 
four categories can overcome this problem. 
It’s an ongoing process that should become a 
way of life at the firm, but the effort will re
sult in new clients, new sources of business 
referrals and new services to existing clients.
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4. Identifying, cultivating and closing 
the deal on practice development opportu
nities. Here’s where the effort to build re
lationships pays off. Staff members who 
are active in the areas described above will 
begin to generate leads and, over time, will 
become increasingly skilled at turning the 
leads into new business.

With an understanding of the above cat
egories, the committee can begin to identi
fy specific activities that are part of each. 
The following examples can be used as a 
guide, but each firm’s list of activities must 
reflect its particular culture and marketing 
philosophy.

Professional credentials.
■ Passing the CPA exam or obtaining 

other applicable certifications. For exam
ple, a firm may want staff members who 
specialize in particular professional areas 
or specific industries to obtain the applica
ble certifications.

■ Pursuing an appropriate level of con
tinuing professional education. This in
cludes programs aimed at improving over
all technical knowledge and skills, as well 
as specialized programs relating to the 
firm’s specific niches. For some staff mem
bers, this may mean taking courses toward 
an advanced degree, such as a master’s in 
taxation, an MBA or a JD. And, since 
building relationships will be an important 
aspect of staff members’ jobs, continuing 
education should include programs aimed 
at improving communication and interper
sonal skills.

■ Joining professional associations, such 
as the American Institute of CPAs and the 
state CPA society. Membership validates a 
practicing CPA’s professional credibility in 
the perception of the general public, poten
tial clients and referral sources.

Familiarity with the firm’s services.
■ Keeping abreast of the services the 

firm offers. Brochures and other marketing 
materials have educational value and 
should be distributed regularly to staff.

■ Becoming acquainted with specialists 
throughout the firm and their areas of ex
pertise. As a partner in a firm with an ac
tive marketing program says, “Every 
workweek contains five lunches. That’s 
five hours that could be devoted to practice 
development.” Lunching with staff from 
other departments is an excellent way to 
get to know what they do.

■ Attending and participating in firm 
presentations on service and industry nich
es. This offers an added benefit: Staff mem
bers can gain valuable experience in mak

ing public presentations in a relatively 
comfortable setting.

■ Developing ideas for new services. If 
staff members are encouraged to develop 
new service ideas, they will begin to 
change their approach to client service. 
Rather than trying to match clients to the 
firm’s services, they will begin matching 
services to client needs.

Professional reputation and relation
ship building.

■ Serving on professional association 
committees and perhaps assuming a leader
ship role. Just as membership in the AICPA 
and state CPA society enhances a CPA’s 
professional credibility, participation on a 
committee can help establish him or her as 
an industry or service area specialist. For 
example, membership on the state society’s 
estate planning committee strengthens the 
resume of a staff member who specializes in 
estate planning in the eyes of referral 
sources and potential clients.

■ Joining specialized industry associa
tions. Many industry associations offer as
sociate memberships to CPAs and other 
service providers, offering opportunities 
for staff members to meet potential clients 
and gain industry recognition.

■ Participating in civic and philanthropic 
organizations and possibly assuming a 
leadership role. Mere membership in any 
organization will get a firm nowhere, as a 
partner in one local firm learned. “We’ve 
belonged to the chamber of commerce for 
years, and it’s never generated a single 
lead,” he commented, but then admitted 
that no one from the firm attended meet
ings on a regular basis. A look at local or
ganizations’ leadership rosters will reveal a 
“who’s who” of the community’s business 
leaders—people who would be valuable 
members of the firm’s referral network. 
Shouldn’t firm members be developing re
lationships with these individuals?

■ Speaking before industry and civic as
sociations and other groups. Speaking en
gagements can increase a firm’s visibility 
and enhance the speaker’s reputation as a 
specialist. (However, don’t make the mis
take of sending staff to the podium without 
adequate training and preparation; a poor
ly delivered presentation can harm the 
firm’s reputation and be a devastating ex
perience for the individual.)

■ Writing articles for professional jour
nals and other publications. The appear
ance of a professional’s name in print ac
cords him or her standing as an expert in 
the eyes of readers. A firm can get extra 
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mileage from published articles by distrib
uting reprints to clients, potential clients 
and referral sources.

Identifying opportunities and closing 
the deal.

■ Learning to recognize signs that exist
ing clients need additional services, pursu
ing these opportunities or passing them 
along to the appropriate individual. As one 
firm partner said, “There’s a gold mine of 
business in our client files.” Who should be 
prospecting for that gold? The staff mem
bers, who have constant exposure to client 
records and documentation and who rou
tinely interact with clients.

■ Identifying and approaching prospec

tive clients. This will follow naturally if 
staff members already are building profes
sional reputations and relationships. Mak
ing the approach is vital; many new busi
ness opportunities are missed because no 
one actually asks a potential client for his 
or her business.

■ Attending meetings with prospective 
clients. Staff members must learn how to 
conduct meetings with prospective clients 
if they are to become competent in this as
pect of practice development. Partners and 
other senior firm members should regular
ly invite less experienced staff to accompa
ny them to meetings, if only in the role of 
note taker.

EXHIBIT 1
Practice development activities for a senior accountant and a manager
The following are examples of practice development activities appropriate for a senior accountant and for a manager. 
Note the progression of responsibilities between the two levels. These are examples only; the activities for each firm's 
staff should reflect the nature of its practice and its particular culture and marketing philosophy.

Category of activity Senior accountant Manager

Establishing and maintaining 
professional credentials.

Take courses toward an advanced 
degree and/or pursue 
industry certification.

Complete an advanced degree.

Maintain membership in the 
American Institute of CPAs and 
the state CPA society and perhaps 
serve on an industry or 
service niche committee.

Maintain membership in the AICPA 
and state CPA society and serve on 
at least one industry or service 
committee.

Understanding the firm's services. Regularly attend firm presentations 
on service and industry niches and 
cultivate relationships with specialists 
from the firm's other practice sections 
to learn about their areas of expertise.

Play an active role in informing staff 
about firm service and industry niches 
and participate in or lead presentations 
on the services offered.

Developing and maintaining a 
positive professional reputation 
and relationship with prospective 
clients and referral sources.

Participate in at least one civic or 
philanthropic activity.

Assume a leadership role in at least 
one civic or philanthropic organization.

Pursue opportunities to make 
presentations before industry 
groups and other organizations.

Cultivating and closing the deal 
on practice development 
opportunities.

Stay alert to and inform the 
appropriate firm members about 
opportunities to cross-sell services 
to clients.

Stay alert to opportunities to cross-sell 
services to clients and pursue them.

Accompany partners and other staff 
members to meetings with prospective 
clients.

Identify and develop new business 
opportunities and bring a partner 
or principal into the process 
at the appropriate time.

Assist in the drafting of 
correspondence from more senior 
members of the firm to 
prospective clients.

Routinely participate on proposal 
teams under the leadership of 
more senior members of the firm.
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■ Corresponding with prospective clients. 
Staff should do this from an early stage in 
their careers. They can begin by preparing 
drafts of correspondence for more senior 
firm members’ review and signature.

■ Leading or participating on proposal 
teams. The proposal process is a mystery 
to most young staff members—until they 
suddenly have proposal-related responsi
bilities thrust on them. Getting staff in
volved in the process early in their careers 
will prepare them to assume greater re
sponsibility in the future.

■ Closing the deal on new engagements. 
By participating in the practice develop
ment program, staff members will be pre
pared to translate opportunities into new 
business when they have gained the appro
priate level of experience and seniority.

DEFINING ROLES BY STAFF LEVEL
After identifying practice development ac
tivities, the committee must decide which 
are appropriate at each staff level. For ex
ample, assuming a leadership role in a pro
fessional association may be appropriate 
for a manager but not for a new staff mem
ber. Similarly, while a partner or principal 
may be capable of closing the deal on new 
engagements, this may not be considered a 
realistic expectation of a manager. (See ex
hibit 1, page 48, for examples of activities 
that may be appropriate for a senior ac
countant and a manager.)

As it defines and documents practice de
velopment roles for all staff levels, the 
committee should pay particular attention 
to suggestions by the member who repre
sents the staff level under consideration, 
since his or her input may affect how the 
new roles are accepted by peers.

COMMUNICATING THE NEW ROLES 
TO STAFF_____________________________
The staff’s newly defined practice develop
ment roles must be communicated through
out the organization and incorporated into 
its performance evaluation system. Also, it 
is important to identify individual staff 
members’ needs for guidance and education 
and develop a plan to meet them.

It is best to make the announcement 
both in a setting in which staff can ask 
questions and in writing, so staff have 
something to refer to later. A small firm 
may choose to hold one organization-wide 
meeting led by the firm managing partner 
or the practice development committee 
partner. A large firm may find a series of 
meetings by staff level better, especially 

since staff members may be more willing to 
voice their concerns and raise questions 
when their immediate superiors aren’t pre
sent. These meetings could be led by the 
firm managing partner or the practice de
velopment committee partner.

For example, a regional firm implement
ing such a program scheduled a series of 
staff-level meetings led by the committee 
partner. This partner was assisted by a 
committee member from the appropriate 
level. Each attendee received written ma
terials describing the new roles, including a 
description of appropriate activities for 
each staff level and a grid illustrating the 
progression of activities accompanying ca
reer growth. These materials helped staff 
understand not only what was expected of 
them now, but what would be expected in 
the future.

Common questions raised by staff were 
how much time they were expected to de
vote to practice development, whether 
some of this time could be spent during 
normal working hours and whether that 
time was reportable in the firm’s time and 
billing system.

Based on concerns expressed by staff 
during the meetings and other observa
tions, the firm identified several areas in 
which staff needed training:

■ The practice development process, in
cluding how to conduct an initial develop
ment meeting with a prospective client, 
what information to include in a typical 
written proposal and how to close the deal 
on new engagements.

■ Oral and written communication skills, 
including conducting group presentations 
and drafting correspondence and proposals.

■ The firm’s service and industry niches.
In addition, staff needed individual guid

ance regarding appropriate industry asso
ciations to join and opportunities for civic 
or community involvement.

How a firm addresses such needs will 
depend on its size, the nature of its practice 
and its practice development philosophy 
and objectives. Some steps to consider are:

■ Sponsor an ongoing series of presenta
tions by the firm’s industry and service 
area specialists about their capabilities and 
typical engagements.

■ Provide all new staff with literature 
describing the firm’s practice areas and the 
services it offers.

■ Distribute copies of newly developed 
marketing materials to all members of the 
firm.

■ Present in-house seminars and work
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shops or send staff to external training 
programs to improve their written and oral 
communication skills, as well as their inter
personal skills. (Many staff members will 
benefit from instruction in making personal 
introductions and guidance in effective net
working skills.)

■ Match staff members with mentors 
who are a notch or two higher on the firm’s 
ladder and who can share the benefits of 

their practice development experience and 
listen to the concerns of the lower-level 
staff members.

■ Encourage partners and other senior 
members to share their knowledge about 
practice development with less experi
enced staff, include them in meetings with 
potential clients and invite them to social 
and business events that present new busi
ness opportunities.

MEASURING YOUR PRACTICE 
DEVELOPMENT PROGRAM’S SUCCESS

A successful practice development program calls for long
term investment of a firm’s financial resources and profes
sional time in providing education and guidance to staff 
members. Don’t expect an immediate, measurable impact 
on your firm’s revenues. However, you can expect a mea
surable increase in the time staff members devote to activi
ties such as

■ Developing relationships with attorneys, bankers and 
other referral sources.

■ Learning about the firm’s specialized services and re
lating these to the needs of current and potential clients.

■ Active involvement in industry, civic and charitable 
associations, which will increase the firm’s visibility among 
potential clients.

■ Writing articles for business and industry journals and 
making public presentations.

■ Identifying and pursuing new business leads.
■ Engaging in a variety of other activities that, in the 

long run, will produce opportunities to expand the practice.
Over the long term, the program’s effectiveness can— 

and should—be evaluated. Incorporating the newly defined 
practice development roles in the firm’s performance eval
uation process will provide a means of evaluating the 
progress of each staff member.

Taking the next step and preparing a firmwide summa
ry of the information reported on staff evaluations will re
sult in information with which to track the firm’s involve
ment in practice development activities. (This summariza
tion can be performed by the firm’s marketing manager or 
another individual involved in the marketing process.) For 
instance, the summary will provide a list of all professional, 
industry, civic and philanthropic organizations in which 
firm members are involved, along with specific business 
leads generated through this involvement and the disposi
tion of these leads. The summary also will provide a compi
lation of speaking engagements in which the firm has par
ticipated and the leads produced as a result. Such informa
tion can be used to measure the relative value of practice 
development activities on a firmwide basis and to identify 
activities that are worth continued pursuit.

MEASURING THE PROGRAM'S 
EFFECTIVENESS_______________________
Just as staff members are evaluated peri
odically on technical performance, client 
relations and supervisory skills, they 
should be evaluated on their practice de
velopment skills. If a firm doesn’t do this, 
staff members will justifiably believe they 
aren’t accountable in this area and the firm 
will have no means of identifying individu
als’ strengths and weaknesses or measur
ing the program’s overall effectiveness. 
(See sidebar on this page.)

Incorporate the firm’s expectations for 
staff into the general performance review 
system. Expand the measurement criteria 
to include practice development activities 
and create new evaluation forms for each 
staff level that provide space to report the 
results of the individual’s activities, such as 
referrals, leads and new business generat
ed. (Exhibit 2, page 51, shows how a man
ager’s responsibilities can be incorporated 
into the practice development section of his 
or her performance evaluation form.)

In addition to measuring staff perfor
mance, information from staff evaluation 
forms will help in tracking firmwide practice 
development activities, judging their effec
tiveness and making appropriate changes.

AN ONGOING PROCESS______________
The practice development committee’s 
work is not complete even after the firm’s 
practice development expectations have 
been incorporated into its evaluation 
process. If the program is to reap long
term results, the work never will be fin
ished. New hires will have to be trained 
and staff education and mentoring pro
grams will become ongoing activities—a 
way of life—at the firm.

But the result—a firm in which every
one plays an important part in practice de
velopment—will be well worth the effort. 
Establishing and maintaining a firmwide 
practice development program will result 
in new clients, new business referrals and 
new services for current clients. ■
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EXHIBIT 2
Sample practice development section of 
a manager's performance evaluation form

Please answer the following questions related to practice development expectations at the manager level.

Are you pursuing an advanced degree or industry certification?____ Please identify degree or certification and courses
completed in the past year.

Have you maintained membership in the American Institute of CPAs and state CPA society?_____Please identify com
mittee involvement.

Describe your role in communicating information about your area of specialization throughout the firm, including topics 
and dates of presentations in which you participated.

Have you assumed a leadership role in at least one civic or philanthropic association?____ Please identify organiza
tion(s) and role(s).

Has this involvement resulted in new business leads?______ Please identify and describe how you pursued these leads.

Have you pursued opportunities to make presentations before industry groups and other organizations?_____Please
identify the topics and organizations.

Has this activity resulted in new business leads?____ Please identify and describe how you pursued these leads.

Have you identified and pursued opportunities to cross-sell services to existing clients?____ Please identify these oppor
tunities and describe how you pursued them.

Have you participated on one or more proposal teams in the current year?___ Please identify the team(s) and results.

Have you identified and pursued new business opportunities beyond those noted above?____ Please identify them and
their sources and describe what you did.

Please rate your overall performance in the practice development area by identifying areas in which you excel, areas 
in which you are in need of improvement and your plans to improve your performance.

Please provide your assessment of the relative effectiveness of the various practice development activities in which you 
participated during the past year. Which do you believe are worth continued involvement? What new activities would 
you like to pursue?

(Note that the above is a sample that may be used as a general guide; each firm's forms should reflect its particular culture and marketing philosophy.)
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ARTICLE: MARKETING IN TROUBLED WATERS

MARKETING IN 
TROUBLED WATERS

Marketing efforts don't have to be expensive— 
and they may be the worst thing for firms 

of any size to cut in a downturn.
by Allan S. Boreas

Copyright © 1993 by the American Institute of Certified Public Accountants, Inc. 
Opinions of the authors are their own and do not necessarily reflect the policies of 
the AICPA.
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"The recession has been a wake-up call for the 
accounting profession. It has caused us to 
place more focus where it belongs: on clients 
and the skills to better serve and 
communicate with them,” says Keith Cobb, 
managing partner of KPMG Peat Marwick 
in Philadelphia, in response to an inter
viewer’s question.

But has it? Has the economic downturn
really caused CPA firms to change the way 
they do business and how they interact with 
clients? This article explores

■ How the recession has affected CPA
firms.

■ The steps—beyond cost cutting and 
increased efficiency—some CPA firms have 
taken to deal with the economic downturn 
and the tangible results.

In addition, the sidebar on pages 42-43 
provides a systematic marketing action 
plan, based on what successful firms are 
doing to create additional profitable 
business now.

THE RECESSION'S IMPACT________________
Over 70% of the 200 firms interviewed for 
this article reported a decline in revenues or 
profits over the previous two years—no 
surprise there. This dip did more than lower 
partner draws and net profits, however, as 
evidenced by a managing partner who 
requested anonymity: “Our practice 
revenues dropped 25% from 1989, our 
record year, which we attributed mostly to 
the real estate depression in our area. 
Collections slowed and we had significant 
bad debt writeoffs. We focused on survival 
more than growth.”

Even at his very successful firm, the 
recession was a shock, says Mike Dugan, 
managing partner of Dugan & Lopatka in 
Wheaton, Illinois. “DuPage County 
(suburbia west of Chicago) was never

ALLAN S. BORESS, CPA, is president of Allan 
Boress and Associates, Ltd., Coral Springs, Florida, a 
business development consulting firm that specializes 
in helping CPA firms expand their practices. 

affected until this recession. Our automatic 
growth of 15% per year stopped.”

Over 90% of firms interviewed said they 
were caught off guard by the recession and 
its severity. Bill Lankford, managing 
partner of DeLoach & Company in Atlanta, 
best summed up the downturn’s unexpected 
impact: “Our accounts receivable turnover 
was longer than anticipated, and although 
we had been providing for bad debt 
writeoffs, they were larger than we 
expected. We found that it was possible to 
operate the firm and maintain and even 
improve quality with fewer professionals 
and support people.”

There was significant fee competition 
during this recession, but not all of it can be 
attributed to the decline in business, 
especially in larger firms. Certain markets 
simply dried up. The number of public 
offerings, acquisitions and large financed 
transactions that create demand for 
additional services clearly has shrunk. And 
technology has lowered demand for public 
accounting services as clients now do more 
for themselves. Few firms correctly 
predicted the degree of industry 
contraction, which left the profession 
overstaffed in the middle of a recession and 
created fee competition.

A few bright spots. Some firms found 
benefits in the economic downturn. “The 
recession has been good to us,” according to 
Curt Miller, managing partner of Katz 
Sapper Miller (KSM) of Indianapolis. When 
larger competitors cut staff and curtailed 
business development activities, they made 
well-established and high-profile smaller 
firms more appealing to their competitors’ 
neglected clients. KSM also had its best 
recruit class ever because the larger firms 
had stopped hiring.

AVOIDING THE WAIT-AND-SEE MISTAKE
Although over 93% of the firms interviewed 
said they moved to deal with the recession, 
less than 5% of them took active steps to 
generate additional business or materially 
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changed the ways in which they dealt with 
clients. The remainder said their primary 
focus was cutting costs and improving 
efficiencies in the work product, but there 
are other steps CPAs can take in a 
downturn to produce tangible results.

It took a deep recession before many 
firms would even consider investing time 
and effort into marketing or business 
development training. Jayne Osborne, a 
Nutley, New Jersey-based consultant to 
CPA firms on practice management and 
administrative issues, says, “It’s been a 
tough sell until now. I’ve been fighting with 
some of my clients for over 10 years to get 
everyone involved in marketing.”

But her clients now are bringing younger 
firm members to retreats where selling-skill 
development is discussed. “Many of my 
clients are beginning to take seniors on sales 
calls and helping them develop their own 
contacts, which will pay off in three to four 
years.” She suggests seniors be coached and 
counseled by partners individually to 
analyze and enhance their marketing skills.

She also tells practitioners not to ignore 
internal marketing. “It’s more important 
than ever to share financial information with 
your people, if only to show them how the 
success of the firm affects their salaries and 
bonuses. This helps motivate all employees 
to market the firm to the people they know. ”

Osborne also encourages her clients to 
use technology in business development. 
“My clients keep databases to track full
charge bookkeepers, controllers and 
outside consultants as they move to 
different positions. The firms keep in touch 
with this ‘secondary alumni association’ 
through vehicles such as newsletters, 
seminars and open houses.”

John Reed, managing partner of the 
Omaha, Nebraska, office of Arthur 
Andersen & Co., said his office is 
“concentrating on limited nonattest 
services—where there’s value for the 
client.” Reed now meets regularly with the 
office’s clients to discuss the challenges 
facing their businesses and their 
expectations of him and his team. The result 
is happier clients, additional referrals and 
business sold.

Keith Cobb reorganized his practice’s 
audit and tax practices to concentrate on 
specialized industries and businesses, which 
has allowed the office to focus on clients’ 
unique needs. Pressures to cut costs forced 
the firm to drop marketing tools such as 
brochures and seminars and to place its 
complete attention on the business 
relationship between CPA and client. The 
good news is the firm has saved money on 
marketing expenses, generated additional 
business and retained good clients despite 
fierce competition.

A new focus. Malcolm Hayes, a Florida 
CPA, says his firm made a conscious 
decision to “stop being shopkeepers and to 
start being rainmakers. We’ve substantially 
increased our daily communications with 
our most valuable clients, sharing with 
some of them our intention to make them 
partners in our growth plans for the future. 
We in turn committed to help them achieve 
their future growth goals. We’ve instituted 
a bonus and incentive program for the staff 
to motivate them to provide even better 
client service and to generate referrals. As a 
result, we’ve acquired a sizable new client 
and received superb reviews in our most 
recent client survey.”

Other firms have looked to outside

■ OF 200 FIRMS interviewed, over 70% 
reported a decline in revenues or profits 
over the past two years. The dip lowered 
net profits, slowed collections and cre
ated significant bad debt writeoffs for firm members in marketing efforts— 
many firms.
■ LESS THAN 5% of those affected 
took active steps to generate additional 
business or materially changed the 
ways in which they dealt with clients, 
however. The remainder said their pri
mary focus was cutting costs and im
proving efficiencies in the work prod
uct, but there are other steps CPAs

can take in a downturn to produce tang
ible results.
■ FIRMS’ STRATEGIES FOR fighting 
off business decline include involving all

offering bonuses in some cases—and 
meeting regularly with clients to deter
mine services they need as well as bring
ing in outside help.
■ DRASTIC CUTBACKS CAN back
fire if they cause firms to lower their 
expectations. Prudent spending on pro
grams that best suit the firm is a better 
choice.
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A MARKETING PLAN
FOR HARD TIMES

This 10-step marketing plan is 
based on successful firms’ strat
egies to create additional prof
itable business immediately.

Although CPAs may be 
reluctant to impose on referral 
sources and clients for some of 
the input needed, many firms 
have found this is a powerful 
way to involve often over
looked assets in building the 
practice. The effort shouldn’t 
be presented as an attempt to 
get more business but, rather, 
to gain input on quality 
improvements. These discus
sions should take place away 
from the distractions of the 
firm.

Discuss the following 
questions with the partners, 
managers and staff; referral 
sources; and clients in separate 
groups:

A. What are the facts about 
the firm? This purposely vague 
question is designed to give re
spondents freedom of thought 
and allow them to come up with 
new reflections and ideas.

B. What is the marketplace 
telling us about the firm? Why 
aren’t clients willing to pay the 
firm’s fees? Do they no longer 
value firm services? Often, 
firms place blame outside—
on the economy, competition, 
etc.—but some firms succeed 
despite poor economic condi
tions and don’t cut fees below 
costs.

C. What’s working and what’s 
not? This question delivers each 
group’s observations about 
what they like and dislike about 
the firm.

D. What are the competition’s 
strengths and weaknesses?

E. What are best ways to pro
mote the firm?

F. What services should the 
firm actively promote?

Develop a fresh 
marketing plan for partners, 
managers and any marketing 
people by reviewing the discus

sion summaries and brainstorm
ing. Discussion leaders shouldn’t 
throw out any ideas until all 
opinions are on the table.

A. Set goals and timetables 
and assign responsibilities for 
implementation.

B. Decide how to spend 
more time with existing clients 
and referral sources to safe
guard these relationships, to 
seek opportunities to help cli
ents survive difficult times and 
to spot chances to sell work 
and improve chances for refer
rals. To help accomplish this 
goal, partners can

1. Delegate more detail 
work (not client contact work).

2. Institute a staff bonus 
system.

C. Make sure clients know 
what the firm does. Firms 
should never lose a client to 
someone else because he or she 
didn’t know the firm could pro
vide the service.

D. Target prospective clients, 
and then arrange for introduc
tions.

Declare a three-month 
firmwide marketing push. Es-

resources to combat the recession’s effects. 
Mike Dugan reports his firm hired a 
consultant to improve partners’ and 
managers’ selling skills. “The net result 
was, we recovered a very good client we had 
lost and sold business we probably wouldn’t 
have in the past.”

Some firms now are reaping the benefits 
of foresight and years of preparation. Curt 
Miller explains why his firm was spared the 
recession’s effects: “We’ve let every firm 
member know for the past five years that 
their career paths depend on their practice 
development efforts.” In addition, his firm 
tracks members’ activities.

Miller conducts monthly practice 
development sessions by industry group in 
which participants make strategic 
marketing plans, discuss referral sources 
and describe new client prospects. This past 
summer they targeted an entire city to 
“invade,” introducing the firm and its 
services to likely engagement candidates.

Miller also meets monthly with senior 

managers alone to “discuss everything 
under the sun—our goals, theirs. We allow 
them to let their hair down. We purposely 
have our monthly partner meeting after the 
senior managers’ meeting so we can relate 
the results to the partners.”

And Miller believes professionals should 
participate in the profits earned from new 
clients. “The first year we introduced a 
compensation system of 10% of first-year 
collections, firm members brought in three 
new clients in the $40 million to $50 million 
sales range.” The firm doesn’t compensate 
its people based simply on chargeable time, 
specialized skill and work experience— 
there are also special merit salary increases 
that reward practice development.

Miller also believes in the power of public 
relations, to which the firm devotes $20,000 
of its total annual promotion budget of 
approximately $150,000.

Jerry Atkinson, managing partner of 
Atkinson & Co. in Albuquerque, New 
Mexico, decided not to terminate anyone
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tablishing a time frame helps 
set monthly goals and creates 
urgency.

Step 4: Empower employees. 
An effective marketing plan can 
work only through everyone’s 
efforts.

A. Motivate employees and 
reassure them about the firm’s 
future so good workers aren’t 
lost unnecessarily. The em
ployee bonus system can cover 
suggestions and referrals. Plan 
a party to celebrate achieve
ment of goals.

B. Invest in the skills needed 
to produce additional business. 
Firm members should be 
trained to spot opportunities 
through outside courses and 
regular sales coaching sessions.

Step 5: Ask for help. Call in fa
vors from vendors, referral 
sources, bankers, clients to find 
new business sources. Track 
closely how referral sources 
have helped the firm and vice 
versa.

A. Go to market together: 
Cosponsor seminars, articles, 
speeches, etc., to audiences of 

mutual interest.
B. Make sure sources and 

their staffs know whom to con
tact at the firm with referrals.

Step 6: Package and heavily 
promote a particular service. 
Examples might be cash 
management, inventory control, 
internal control procedures re
view, office productivity
services that normally are given 
away or included as part of an
other service. It’s a good idea to 
choose one in which a competi
tor is weak. Services can be 
promoted to existing and pro
spective clients. Promote one 
item per month to keep firm 
members focused and to create 
interest in the new product. 
Firms should regard promotion 
and marketing expense as a 
fixed cost, like rent. In hard 
times, don’t cut back—just in
vest wisely.

Step 7: Institute a monthly 
practice development meeting 
with partners and managers.

Step 8: Monitor results. Track 
monthly goals and progress and 

post them for all to see. Use 
graphs to chart changes in reve
nues, client count— 
anything positive.

Step 9: Make adjustments. Re
direct, reshape, change the plan 
and accompanying action based 
on what’s working well and 
what isn’t.

Step 10: Resolve to be positive, 
no matter how tough business 
might be.

A. Firm members should 
maintain a positive attitude 
with employees, clients, ven
dors, referral sources.

B. Partners should show en
thusiasm for the firm, em
ployees and clients.

C. Firm management should 
do something to brighten em
ployees’ spirits during a chal
lenging time. A small 
investment or change in pro
cedures can alter the mood of 
an entire office. Some proven 
ideas to lift morale are sprucing 
up the offices, allowing a 
weekly casual-dress day and so
liciting employees’ suggestions 
for improvement.

when the recession started there three 
years ago. Although it was an expensive 
choice, Atkinson decided that instead of 
firing, the firm would hire the most qualified 
full-time marketing director it could find— 
one with CPA firm experience as a 
bookkeeper, a marketing degree and five 
years’ real estate experience. “She knew 
about business,” Atkinson attests.

The marketing director coaches partners 
and managers on closing deals, coordinates 
their individual marketing plans and has 
improved the firm’s proposal process. She 
helps the staff get involved in the right 
organizations for marketing efforts and 
accompanies them to meetings until they 
get comfortable.

If after a proposal opportunity Atkinson 
doesn’t get the business, she follows 
through to find out why and meets with the 
still-prospective client on a regular basis to 
keep the contact alive. She has been such a 
success that Atkinson hires her out to other 
professional firms in Albuquerque.

TAKING A RISK_________________________
The consensus of the firms that best handled 
the recession was summed up by Ed 
Hirschberg, managing partner of London 
Witte and Company in Fort Lauderdale, 
Florida: “The firm must take the risk of 
concerted marketing action. Merely cutting 
costs and employees and becoming more 
efficient can have the exact opposite effect 
on revenues and profits as hoped for. As a 
firm scales down, it expects less new 
business and therefore gets less. On the 
other hand, once an office is familiar with 
and becomes involved with a concerted 
marketing effort, the members’ positive 
attitude about gaining new business helps 
attract new clients. And as this marketing 
effort is undertaken, new business comes 
from totally unexpected leads.”

No matter how long a recession lasts, 
successful CPA firms create their own 
profitable futures. Firm leaders can increase 
revenues and profits if they are willing to 
change some of the ways they do business. ■
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ARTICLE: ACCOUNTING FOR MARKETING SUCCESS

ACCOUNTING 
FOR MARKETING 
SUCCESS
Is marketing worth the money it costs?
There are ways to find out.
by Fem Lentini

A As it already has in other business areas, 
accountability is fast becoming the watch
word in CPA firm marketing. Partners or 
senior managers now demand cost-benefit 
analyses of their firms’ marketing and media 
programs, just as they do for practice areas. 
And for the same good reasons: planning, 
future budget allocation and simply deter
mining the most productive activities.

Professionals frequently become frus
trated with marketing efforts because they 
believe marketing is or should be a science 
with guaranteed results. In fact, it’s more of 
a practical art that succeeds best when firms 
are willing to take calculated risks. Careful 
tracking can enable a firm to get a better 
grasp of which marketing risks are most 
likely to pay off.

This article describes how our firm at
tempted to unravel the mystery of market
ing accountability, showing the steps our 
firm used to budget, track and analyze 
marketing activities. As the firm’s market
ing director, I oversee a staff that includes 
two marketing coordinators, an information 
specialist and a database coordinator, but 
many of the firm’s strategies can be adapted 
by other practitioners.

FERN LENTINI is director of marketing at AM&G 
(Altschuler, Melvoin and Glasser), Chicago. The for
mer president of the Chicago chapter of the Association 
of Accounting Marketing, she is a member of its 
educational-university committee. She is a member of 
the American Marketing Association and of the prac
tice development committee of Summit International.

STEP ONE: FORMALIZING THE 
MARKETING BUDGET___________________
What percentage of revenues should be 
allocated to marketing?

Choose according to firm needs. AM&G 
(Altschuler, Melvoin and Glasser) allocates 
2% to 2.5% of gross revenues. Suggested 
guidelines range anywhere from 2% to 6%, 
depending on the items included and the 
firm’s marketing needs and priorities. 
Firms must decide if they want to finance 
expensive ad campaigns, marketing train
ing for professionals and other possibilities 
or opt for more modest efforts.

In our budget, we include all the obvious 
marketing expenses such as brochures, 
newsletters, advertising, promotional semi
nars, market research, direct mail, public 
relations activities, etc., as well as meals, 
travel and entertainment for referral 
sources, prospects and clients; association 
involvement; and certain subscriptions. All 
marketing department personnel salaries 
are included. We do not include charitable 
gifts, even if they are client-related.

To determine each department’s or indus
try’s marketing budget, we review the 
area’s revenue and allocate a percentage to 
marketing. Start-up areas and industries 
get a much bigger slice of the pie than do 
mature ones—in some cases, up to 10% of 
revenue. Others get from .25% to 1%, and 
we reserve a small amount for special oppor
tunities. The remainder goes to firmwide 
marketing expenses.

Copyright © 1993 by the American Institute of Certified Public Accountants, Inc. 
Opinions of the authors are their own and do not necessarily reflect the policies of 
the AICPA.
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We budget for various AM&G respon
sibility centers: divisions, departments, 
practice areas and industries.

How are reporting procedures developed 
and implemented?

Firms need a good financial software sys
tem capable of capturing and reporting on 
revenues and expenses for each practice 
area. We have a new practice management 
system that makes it possible for us to track 
and monitor our marketing expenses.

The software includes these modules:
■ Time recording.
■ Accounts receivable.
■ Cash receipts front-end.
■ Firm expenses front-end.
■ Report distribution.
■ On-line diary.

■ On-line billing.
■ Notes-reminder.
■ Accounts payable.
■ General ledger.
■ Personnel administration.
■ Marketing-mailing.
We identify marketing accounts and re

sponsibility centers for all marketing ex
penses, and as an expense is incurred it is 
charged to the appropriate account and re
sponsibility center. All expenses are coded 
by industry and type of service.

How is the budget created?
The process starts when each division, 

department or industry head completes a 
special form to budget marketing expenses. 
Marketing personnel meet with division di
rectors to get their preliminary ideas and 
then with department heads and industry 
chairpeople to discuss their thoughts on 
what they want to do; offer advice; and give 

project cost estimates. They allocate their 
marketing dollars to the strategies they 
wish to pursue based on their goals and 
overall firm goals.

Budget information is entered into the 
financial system; then, as the dollars are 
spent, they are charged to the appropriate 
area. An area’s revenues can be compared 
with expenses to determine how increased 
marketing expenditures have affected reve
nue generation.

STEP TWO: CONTROLLING
MARKETING COSTS______________________
What controls should exist?

Establish systems and procedures. As 
an example, any marketing-related ex
penses (we inform bookkeeping of what 
they include) must be approved by the 
marketing director before they can be pro
cessed, as must the use of outside marketing 
services from consultants, etc.

The firm also is careful not to duplicate 
expenditures. We have developed a 
database for dues and memberships, which 
includes firm members’ names, the organi
zations or associations to which they belong 
or want to join and their level of involve
ment, such as committee membership or 
leadership positions. This enables us to 
maintain an up-to-date list of all association 
involvement firmwide and identify weak or 
heavy areas. The database can be sorted by 
individual or by type of association, such as 
industry, women’s, etc.

Our staff information specialist also has a 
publications database. All requests for pub
lications are sent to her for approval, which 
means we don’t duplicate subscriptions, and 
we route printed matter to as many people 
as is practical. This also helps in locating 
particular periodicals.

How is budget adherence maintained?
Track everything possible. Tracking is 

time-consuming and tedious, but it’s critical 
in locating the greatest payback. Develop
ing and maintaining databases for tracking 
are necessities. Actual costs are compared 
with budget monthly.

Who has the last word on spending?
Give one person authority. This can be 

difficult. Most of the time at AM&G, the 
marketing director has the final word. 
Sometimes people cross swords over what is 
to be spent, but the managing partner be
lieves it’s vital to have a designated author
ity to control the budget. If marketing is 
responsible for adherence to the budget, 
that department must have the authority 
(and fortitude) to control it.
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STEP THREE: DETERMINING
THE VALUE OF EXPENDITURES____________
This is tough to quantify, but it’s made much 
simpler by using the proper procedures and 
systems.

How are revenues linked to marketing 
expenses?

Track, track, track, even when there 
are no immediate connections. Some re
sults are very difficult to track, such as 
those provided by image advertising. Oth
ers—seminars, speaking engagements, ar
ticle placement, newsletters and so on— 
have a long-term payback. Even in develop
ing a referral source, the cost of entertain
ment or meals can get very high, but it is a 
long-term payback and requires long-term 
tracking. Rarely does someone call and say, 
“We’re calling because we saw your ad.”

Even though public relations, for exam
ple, is hard to link with revenues, published 
articles, quotes in the media, etc., are all 
very important to a firm’s reputation. An 
article or a quote may not immediately gen
erate a client, but they all contribute to the 
firm’s credibility.

We keep count of all articles placed, men
tions in various media, etc., to track how 
well the firm is doing in public relations. 
Although we can’t point directly to dollars 
earned because of our efforts, public rela
tions also carries intangible benefits. Cli
ents usually like seeing their CPAs quoted 
in print. When our firm was recently high
lighted in Business Week, a number of cli
ents called to say they had seen the article. 
This made all the partners very happy.

Other marketing costs are tracked more 
readily, such as telemarketing or direct 
mail. Again, it’s more important to remem
ber that some unmeasurable marketing ex
penses are absolutely essential. When New 
York retailer John Wanamaker was asked 
how he justified his store’s sizable advertis

ing budget, he said, “I know half of my 
advertising is a waste of money, but I don’t 
know which half.”

How is long-term value tracked?
Provide incentive for reporting and rec

ognize efforts. Partners and other staff 
must be encouraged to report potentially 
valuable marketing activities of which the 
firm may be unaware. We publicize efforts 
such as article writing, speaking engage
ments, organization or committee involve
ment, etc., in a monthly marketing newslet
ter. At yearend, we prepare a summary of 
all marketing activities and compare it with 
revenue sources.

Firm members are aware that if they 
don’t bring in business they won’t become 
partners, so they understand the impor
tance of taking part in marketing efforts. 
We provide personal marketing counseling 
to all managers and senior managers. De
pending on realization, employees who refer 
clients are eligible for bonuses of up to 10% 
on the first-year fees and we are developing 
a formal system to reward employees who 
helped sell an engagement or helped in the 
proposal process.

Conduct surveys. Surveys can help de
termine the value of activities. We commis
sioned an independent benchmark study to 
determine our name recognition in the Chi
cago metropolitan area, which helped us 
determine the benefit of our advertising. 
We plan on conducting a second name recog
nition survey this spring. If recognition 
goes up, our advertising is working. The 
survey is broken down by industry, so we 
can measure results in different areas. It 
also includes five other CPA firms in Chi
cago so we can gauge ourselves against our 
competition.

We targeted industry advertising sur
veys to those businesses in which we had an 
important presence. Satisfaction with fac-

EXECUTIVE SUMMARY
■ ACCOUNTABILITY IS fast becom
ing the watchword in CPA firm market
ing. Partners or senior managers demand 
cost-benefit analyses of their firms’ 
marketing and media programs.
■ ONE FIRM has had success with a 
five-step process that includes

1. Formalizing the marketing budget 
to determine the percentage of revenues 
allocated to marketing and reporting pro
cedures.

-

2. Controlling costs through discus
sions with firm leaders and by assigning 
spending authority.

3. Determining the value of various 
expenditures by linking them to reve
nues, developing tracking value and mea
suring long-term value.

4. Trimming the budget based on re
sults.

5. Evaluating the marketing function 
using a simple evaluation form.
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■ MARKETING ACCOUNTABILITY

EXHIBIT 1
Keys to revenue growth

Client/prospect x Close x Average sales, = Revenue 
contacts ratio service by service

Partner A has 100 contacts with prospects or clients over a 
period of six months, including lunches, seminars and sales 
calls. He closes 10% of these contacts at on average of 
$10,000 per engagement. This totals $100,000 in revenue.

The same partner increases his contacts to 120 in the next 
six months with the same 10% close rate and $ 10,000 
average, which results in revenue of $120,000.

A 15% close rate with the same 120 contacts at the same 
$10,000 average would result in $180,000 in revenue.

 

tors such as personal attention and range of 
services also can be measured in surveys.

Keep a record of where prospects origi
nate. We have a prospect-reporting form 
that asks for the referral source. We use our 
new client-prospect database to track leads 
and pinpoint how we got them.

How is revenue tracked?
Develop a simple formula. Revenue can 

be tracked by watching client-prospect con
tacts, close ratio—or the number of engage
ments gained versus contacts made—and 
average sales with an equation we call “keys 
to revenue growth” (see exhibit 1 above).

To set priorities for a marketing activities 
budget, CPAs should think about the im
pact of an increase in client and prospect 
contact—or a higher close ratio—on reve
nue and on marketing activities.

Client contact could incorporate semi
nars, articles placed in various media, 
quotes in print or on radio or TV, lunches 
and entertainment. The number of client 
contacts can be multiplied by the partners’ 
close ratio to find the measure of their sales 
skills, and then the result can be multiplied 
by average sales, service by service. This 
makes it possible to project revenue with 
considerable accuracy.

STEP FOUR: TRIMMING THE BUDGET
What are the best areas to trim? And how 
are budgets kept under control?

We’ve trimmed our budget in a number of 
ways:

1. Newsletters are self-mailers pro
duced in-house and receptionists do the la
beling and sorting.

2. Use of outside consultants is limited 
and controlled. Because requests are mon

itored, we usually find ways to finish proj
ects in-house. Most public relations, for ex
ample, is handled internally. Our efforts 
include proposing and writing articles, issu
ing press releases, obtaining speaking en
gagements for firm members with trade and 
other associations, issuing an expertise di
rectory and sponsoring charitable events.

3. Firm member training includes 
marketing training sessions taught in
house. The marketing department teaches a 
networking workshop, personal marketing 
planning, presentation skills, sales training 
and more. We also conduct marketing coun
seling sessions with all senior managers and 
those who’ve been partners for less than five 
years. We do sometimes have outside 
teachers, but for the most part only for 
partnership levels.

4. Research is conducted in-house, 
which saves a great deal. We recently pur
chased software to compile survey data and 
prepare reports simply and very profession
ally. Firms should be confident of their sur
veying skills before they do their own 
studies; for example, I have studied re
search and survey design and our informa
tion specialist has a background in library 
science. But once firms gain confidence in 
this area, they can offer survey engage
ments to clients, as we have begun to do 
with some success. This was an unexpected 
example of how our marketing expenditures 
helped increase revenue.

5. Advertising copy and designs are re
cycled and we use in-house desktop publish
ing. We also look for talented beginning 
designers who don’t charge too much for 
their work while trying to get established.

6. When firm members attend seminars, 
charitable events, firm functions or other 
training, they are encouraged to share the 
information with other AM&G people to 
limit attendance costs.

7. We conduct joint events. We typically 
team with a law firm or a bank to share costs 
when putting on a seminar. This also offers 
ready access to each others’ clients.

Staying on or under budget requires rou
tine financial reporting and a watchful eye. 
We generate reports monthly.

STEP FIVE: EVALUATING THE 
MARKETING FUNCTION__________________
What’s the best way to assess marketing 
activities?

Create a tracking mechanism. We’ve 
devised the simple evaluation form shown in 
exhibit 2 on page 48, which summarizes the 
results of our tracking. Even if form items
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■ MARKETING ACCOUNTABILITY

EXHIBIT 2
Marketing department performance summary Rating

Prospects to proposals (#) 
Proposals to new clients ($) 
Telemarketing 

appointments/leads

Below
6/91 6/92 Comments Outstanding Good Average average

Consultant fees 
Newsletters 
Mailings

Outstanding: 10% increase 
Good: 5%-9% increase 

Average: Some number 
Below average: Decrease

Special projects

Media placements 
Speaking engagements
Article placements

change from year to year, it’s a terrific way 
to track activities and evaluate the 
marketing department at the same time. 
This form appeals to accounting minds be
cause it’s numerical and logical with limited 
subjectivity.

Finally, practitioners should bear in mind 
that everyone is a potential client and cli

ents are sometimes found in the strangest 
places. A tracking system like ours, which 
can be modified for different needs and bud
gets, has helped reassure us about the 
merits of our marketing efforts. That reas
surance has led us into new activities that 
have widened our client base and our name 
recognition. ■
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MANAGING FOR PROFITABILITY

1. INTRODUCTION

.01 Although helping clients with their financial planning concerns may be personally rewarding, 
you want and need to be profitable in your PFP practice. Profitability depends on a variety of 
factors. Other sections of this Handbook have addressed three important prerequisites to achieving 
profitability— technical competence, effective communication and interpersonal skills, and a well- 
developed marketing plan. This foundation helps you attract clients and respond to their needs. 
Your profitability also depends on how efficiently you manage the delivery of PFP services. A 
number of variables influence your efficiency, ranging from how you qualify potential clients to how 
you establish fees.

.02 The delivery of PFP services is not as structured or standardized as tax, audit, or other 
accounting functions. Audit and tax practitioners work within an established framework of tools and 
techniques — audit programs, tax forms and checklists, and proven engagement management 
procedures. To achieve and maintain profitability, you must create a similar working environment. 
Your challenge is to strike a balance between the personalized attention demanded by the nature of 
PFP services and the need to establish a structured system for the efficient delivery of these services. 
In short, you must create an efficient, flexible framework for delivering services.

2. ENGAGEMENT MANAGEMENT

.01 Your system for delivering PFP services should offer flexibility and adaptability to meet the 
needs of your varied clients. Some of all of the following items may be part of your PFP delivery 
system:

• Data-gathering forms
• Engagement programs and time budgets
• Research tools
• Analytical forms
• Checklists
• Computational worksheets
• Software

  Action Tip

Identify the tools that help you to maximize your efficiency and flexibility in providing PFP 
services. Create planning kits that can be easily tailored to each PFP engagement.
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.02 Appendix B, "PFP Work Program," summarizes many of the procedures and considerations 
involved in a PFP engagement. You can use this information and tailor it to your own practice.

Qualifying Potential PFP Clients

.03 Virtually everyone can use some advice in their financial affairs. You must identify those 
clients who have needs to be addressed, are committed to the PFP process, and are willing and able 
to pay for your services.

.04 Your initial meetings with potential PFP clients have several objectives: to establish a working 
relationship; to explain the objectives and mechanics of the PFP process; to determine the potential 
client's suitability for PFP services; and to begin identifying the potential client's goals and 
objectives.

.05 Client Expectations. The client's expectations for the PFP process and the expected fees for 
your services should be discussed. The client must understand that PFP services do not perform 
miracles. A well-developed personal financial plan, however, does provide the client with realistic 
goals as well as strategies and recommendations for achieving them. Undertaking the PFP process 
enables your clients to become organized and educated about their finances and to take control of 
their financial destiny.

.06 Commitment to the Process. You should also review the scope of the PFP process, including 
your respective roles and responsibilities. The client should understand the expected involvement 
in goal setting, data gathering, and implementation, and the importance of obtaining a spouse's input, 
if the client is married. Clients must realize that the success of the PFP process greatly depends on 
their commitment and that the benefits of the PFP process depends on their commitment to 
implementing the recommendations developed.

.07 Accepting Clients. You want some assurance that the engagement will be successfully 
completed. This results in a more rewarding experience for both you and your client and increases 
the likelihood that your fees will be collected. Some CPAs do not accept a client for PFP 
engagements until they have an established relationship with the client, through tax or other services.

.08 Asking yourself questions such as the following can help you determine the suitability of 
prospective PFP clients:

• Does the individual have a real financial planning need?
• Does the individual have realistic expectations of the results of the PFP process?
• Is the individual committed to and prepared to participate in the PFP process?
• Does the individual understand the time commitment and cost?
• Is the individual able and willing to pay for PFP services?
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  Action Tip

Consider incorporating these and other relevant questions into a checklist to be completed after 
your initial contact with a prospective PFP client. A sample checklist for evaluating potential 
PFP clients is included in exhibit 4-1.

Engagement Letters

.09 Engagement letters identify the nature and extent of your services and document your 
agreement with a PFP client. Well-drafted letters clarify your discussions and the understandings 
reached during the qualification process, provide a blueprint for engagement management and 
control, and help minimize the possibility of later misunderstandings. In addition, the process of 
drafting the letter provides you with the opportunity to develop an educated estimate of the time and 
resources you will devote to the engagement and ensure your client understands the terms.

.10 Engagement letters may concisely summarize your understanding of the engagement or contain 
detailed descriptions of the PFP process and the roles and responsibilities of you, the client, and 
other advisers. Regardless of the format, an engagement letter should clearly express the mutual 
understanding of what you will do and what the client will receive.

.11 PFP engagement letters frequently include the following points:

• Engagement objectives
• The type of services to be provided: consultation, segmented, comprehensive
• The roles and responsibilities of you, the client, and the other advisers
• Information the client is to provide
• A description of the expected report and any financial statements to be included
• Any limitations on the use of personal financial statements
• Any other limitations and other constraints
• Fee arrangements—rates, payment terms, and billing procedures
• The extent of any continuing services (implementation, monitoring, updating) after 

development of the initial plan

.12 Illustrative engagement letters are featured in exhibits 4-2 through 4-7. These letters are 
nonauthoritative and assume you are not a registered investment adviser. Because an engagement 
letter may have legal consequences, your attorney should review the document before you use it in 
practice.

.13 Note: The illustrative letters are not for use by CPAs who are registered investment 
advisers. If you have registered as investment adviser under the Investment Advisers Act of 1940 
or applicable state law, consult a securities attorney familiar with your state law to develop an 
engagement letter and the documentation required to conform with your registration requirements. 
Please refer to "Investment Adviser Registration Issues," appendix F in this Handbook, for 
additional information.
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Establishing Realistic Goals

.14 The client's financial planning goals define the scope of your engagement and help determine 
the procedures necessary to deliver the agreed-upon services. The goals should be quantifiable, 
realistic, and stated as explicitly as possible. A clear understanding of these goals is essential to 
ensure that you do not waste your time on unnecessary procedures and that the client will be 
motivated to implement your planning recommendations. You can also help your client to prioritize 
goals and establish a time line for achieving them.

.15 During your initial meetings with a client, you should listen carefully and request clarification 
until it is clear what the client needs. In some cases, you will identify or help the client to articulate 
goals that were not previously recognized. Goal setting can be a long process, but helps establish 
a relationship of trust and understanding. You might also complete a worksheet of the client's goals 
following the initial interview. A sample goals worksheet is included with other data gathering and 
analysis forms in appendix C, "Data Gathering and Analysis Forms."

.16 In addition to face-to face discussions, you may use data-gathering forms to help identify your 
clients' financial goals. These forms or checklists are useful to help clients identify goals they may 
have otherwise overlooked, but should not be used as a substitute for a face-to-face interview.

Identifying Appropriate Procedures

.17 Once the client's goals have been identified, specific procedures can be selected to help achieve 
those goals. The procedures you identify will be based on the established goals and any number of 
other factors, including the complexity and availability of information, client-imposed limitations, 
time and budgetary constraints, and your professional experience.

.18 Engagement Program. The procedures you identify can be summarized in an engagement 
program. An engagement program documents your understanding of the client, the goals, and the 
underlying financial situation. This understanding provides the basis for your planning 
recommendations. An engagement program also functions as a checklist to help keep the 
engagement moving on track. Exhibit 4-8 includes a sample of procedures that may be contained 
in an engagement program. The “PFP Work Program” in appendix B contains more detailed steps 
that can be incorporated into an engagement program.

.19 The following tools are included as exhibits at the end of this chapter:

• Exhibit 4-9, "Condensed Time-Budget Worksheet"
• Exhibit 4-10, "Working Paper Organizer"
• Exhibit 4-11, "Next Update To-Do List"
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  Action Tip

Customize an engagement program to meet your needs, such as in the following examples:

• Use a coding device to show the relationship between a specific procedure and a goal. 
This enables you to quickly review the engagement program to determine if there are 
any unnecessary procedures or any goals without a designated procedure.

• Include in your engagement program columns to track actual and budgeted time for 
each procedure. This enables you to evaluate the efficiency of those working on an 
engagement and to monitor the potential profitability of each part of the engagement.

Collecting and Analyzing Data

.20 Getting personal and financial information from your clients is one of the major challenges of 
the PFP process. You must identify and gather enough relevant information to perform the analyses 
and calculations on which to base your planning recommendations.

.21 Categories of Data. The information you need to collect typically answers basic questions 
about what your clients have, how they spend their money, and what they want to accomplish with 
their wealth. This information may be divided into two broad categories:

1. Qualitative data includes the following information about your client:

• Family and personal situation
• Goals and objectives
• Investing preferences
• Risk tolerance

2. Quantitative data consists of the following:

• Financial information, including current investments, income tax returns, and cash flow 
data to help you understand where and how your client's money originated, how it's being 
used, and what is available to fund other goals

• Existing legal documents, such as wills, trusts, insurance contracts or policies

Action Tip

Start off gathering information about your client's family. The client can provide this information 
with little research; furthermore, this provides a frame of reference when you review other 
information, such as insurance policies, wills, education funding needs. Beginning with family 
information also reinforces the personal aspect of the PFP process.
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.22 Data-Gathering System. An efficient data-gathering system includes any number of tools that 
help you identify and gather your clients' data. Questionnaires, checklists, and other forms can help 
you in the process. The system you use should be streamlined to enable you gather and organize all 
the information you need and to minimize the burden on your clients.

.23 Appendix C features a number of illustrative questionnaires for you to collect and organize data 
from your clients. The appendix includes a “Personal Financial Planning Questionnaire”; a 
“Document Request Form”; a list of advisers; worksheets for identifying goals, objectives, 
significant assumptions, and investment preferences; and a “Family Data Interview Sheet.”

.24 In addition to a system of questionnaires and other forms, your clients must accept some 
responsibility and cooperate in the data-gathering process. Getting this cooperation involves 
education. Once your clients understand the PFP process and its potential benefits and have worked 
with you to establish realistic goals that address real needs, they are more likely to be motivated to 
participate in the process. If you are providing PFP services to existing clients, you already have 
some idea of their ability to organize their affairs and commit to cooperation in the PFP process.

.25 These two aspects of data collection are interrelated. If you cannot motivate your clients to 
cooperate in data collection, you cannot realize the full efficiency of your data collection system. 
On the other hand, if your clients are comfortable with the data collection procedures you have 
established, they are more likely to cooperate in the process.

Action Tip

To reduce the burden of data collection on clients, try the following:

• Obtain as much information as possible during face-to-face meetings with your 
clients (even as early as the initial interview). Your notes or memory can supply 
information that would otherwise be included on client prepared forms.

• Obtain information from existing documents, such as tax returns and brokerage 
statements.

Reporting Your Recommendations

.26 Once you have developed recommended strategies to achieve a client's goals, you must 
communicate your recommendations to your client. Although there is no prescribed method for 
reporting your recommendations, your recommendations should be communicated in a manner that 
clearly identifies the various financial strategies, explains the considerations of each, and facilitates 
action by your client.

.27 The content of your report will depend on your personal preference, as well as a number of 
other factors, such as client expectations, the scope and nature of the engagement, and the 
complexity of the planning issues involved. Exhibit 4-12 features an illustrative transmittal letter 
for PFP recommendations. For a more complete discussion, you may consult the PFP Library 
volume Guide to Communicating the Results of Personal Financial Planning Engagements.
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.28 If personal financial statements are included in a written personal financial plan, you should 
comply with the requirements of either Statement on Standards for Accounting and Review Services 
(SSARS) 1 or 6 (AICPA, Professional Standards, vol. 2, AR sec. 100 and 600), whichever applies. 
SSARS 1 requires an understanding with the client to include a description of the nature and 
limitations of the services to be performed and a description of your report to be rendered. If you 
decide to comply with SSARS 6, the understanding with the client should establish the following.

1. The financial statements will be used solely to assist the client and the client's advisers in 
developing the client's personal financial objectives, and

2. They will not be used to obtain credit or for any purpose other than developing those 
objectives.

.29 The "Professional Standards" chapter of this Handbook summarizes many of the reporting 
requirements for presenting financial information in a financial plan.

Implementing, Monitoring and Updating Financial
Planning Recommendations

.30 Implementation, monitoring, and updating are all activities that are undertaken after you have 
delivered your financial planning recommendations and the planning decisions have been made. 
Additional guidance for these activities is included in Statements on Responsibilities in Personal 
Financial Planning Practice (SRPFP) issued by the AICPA's PFP Executive Committee, as follows:

• SRPFP No. 3, Implementation Engagement Functions and Responsibilities (AICPA, 
Professional Standards, vol. 2, PFP sec. 300)

• SRPFP No. 4, Monitoring and Updating Engagements: Functions & Responsibilities 
(AICPA, Professional Standards, vol. 2, PFP sec. 400)

.31 The text of these SRPFPs is included in the "Professional Standards" chapter of this Handbook.

.32 Implementation. A financial plan is a blueprint for organizing a client's PFP situations. Like 
other blueprints, its value derives from its implementation. Implementation involves taking action 
on the planning decisions. This process can involve many time-consuming activities, such as 
continual follow-up with your client, meetings with other advisers, and reviewing numerous 
proposals. This can be costly for your client. It is a good idea to establish a fee arrangement with 
your client for these services.

.33 There are many activities you might undertake in helping your clients implement their planning 
decisions. Your involvement will depend on the agreement you reach with your client. You may—

• Ascertain that the client understands, agrees with, and plans to implement the 
recommendations.

• Determine the order and timetable for implementing the recommendations and the 
responsibility for initiating action on each recommendation — you, your client, or some 
other adviser. This discussion results in an implementation plan if it is recorded on a form 
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such as the one included at the end of this chapter in exhibit 4-13. You and your client 
should both retain a copy of the implementation plan.

• Assist in selecting insurance policies, investments, or other products. Your clients may 
expect specific recommendations. If you are appropriately licensed or registered (as an 
investment adviser, a broker-dealer, or an insurance consultant), you may choose to provide 
such advice. Alternatively, you can refer your clients to other advisers.

• Coordinate a team of financial professionals in the implementation process. Such a team 
may include an attorney, an investment adviser, a stockbroker, an insurance broker, and a 
banker. As an independent and objective professional, your role might include evaluating 
the suggestions from other team members. Such an evaluation would include consideration 
of the professional qualifications and reputation of the other professionals as well as 
consideration of the methods or assumptions used by the other professionals to develop the 
implementation suggestions.

• Review prospectuses, insurance proposals, and other implementation possibilities that the 
client may consider.

• Contact the client from time to time to determine whether the plan is being implemented. 
Implementation difficulties may indicate that some of the planning decisions were 
unsatisfactory. These problems can be discussed, and new, feasible recommendations can 
be developed.

.34 Monitoring. Once the planning decisions have been implemented, periodic reviews can help 
ensure that progress is being made toward the established financial planning goals. Monitoring is 
a measurement process, designed to—

• Ascertain whether all recommended actions to achieve the client’s goals have been 
undertaken.

• Measure and evaluate the actual progress toward achieving the client's goals.
• Identify developments in the client's circumstances and in external factors that affect the 

financial plan.

.35 As a result of monitoring, you may identify one or more recommendations that need to be 
revised or updated.

.36 Updating. The updating process generally involves the development of revised planning 
recommendations. In updating, you undertake the procedures involved in the PFP process, including 
goal setting and data gathering, to develop new recommendations for your client. Some of the data 
may have been gathered during a monitoring review.
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Action Tip

Develop "Update Forms," which basically are short data-gathering forms or questionnaires. Mail 
these to clients periodically, perhaps each year with their tax returns. Include questions that 
would identify the need for revising existing planning decisions. These may include personal 
questions about births or new jobs or more open-ended questions, such as how they feel their 
investments are performing or what their greatest financial concerns are. Many of the questions 
featured in exhibit 3-1 can be incorporated into your update form.

Working With Other Advisers in PFP Engagements

.37 You will frequently work with other financial advisers during PFP engagements, particularly 
during implementation activities. These advisers may include appraisers, attorneys, bankers, 
insurance agents, investment advisers, pension consultants, real estate brokers, stockbrokers, or trust 
officers. These individuals are generally needed to provide a specialized service that you do not or 
choose not to provide, such as drafting a new will, trust instrument, or pension plan; recommending 
specific investment products; or selling insurance products.

  Action Tip

Misunderstandings can be avoided if a client knows in advance that, in addition to your fee, there 
may be fees for the work of other advisers. Discuss with your clients, early in the engagement, 
the extent to which you will use other advisers and what their services may cost.

.38 Selecting Advisers. If your client does not have an established relationship with a needed 
adviser, you may be asked to help identify suitable advisers. If you choose to assist in this selection, 
you may suggest a specific person with whom you have a good relationship and who you think 
meets the client's needs. Alternatively, you may provide a list of several names and let your client 
determine the most suitable adviser.

.39 Regardless of how the adviser is selected, you will want to be satisfied concerning their 
professional qualifications and reputation. By making inquiries and using other appropriate 
procedures, you can learn about the adviser's professional credentials, capabilities, and reputation 
among peers and other professionals.

.40 Coordinating the Work of Other Advisers. Effective communication among the client's 
advisers facilitates understanding of the objectives of the engagement and each adviser's role. A 
written agreement or letter of understanding can be used to describe the following:
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• The objectives and scope of each adviser's work
• The methods or assumptions to use
• The form and content of any correspondence or reports the advisers will send to you and 

your client
• Any responsibilities of the adviser to follow up on their recommendations or imple

mentation services

.41 If you plan to incorporate another adviser's recommendations into the client's financial plan, 
you will probably want to review the adviser's work and determine that the conclusions support the 
overall plan. In addition, although the reasonableness and suitability of methods or assumptions 
used are the responsibility of the adviser, you should have a good understanding of the methods used 
to determine whether the findings are suitable for the client and the client's financial situation.

.42 The AICPA's PFP Executive Committee has issued SRPFP No. 2, Working With Other 
Advisers (AICPA, Professional Standards, vol. 2, PFP sec. 200). The text of this SRPFP is included 
in the "Professional Standards" chapter of this Handbook.

3. PRACTICE MANAGEMENT CONSIDERATIONS

Establishing Fees

.01 Fees for PFP services can range from a few hundred to several thousand dollars. Developing 
a reasonable fee structure is critical to the long-term profitability of your PFP practice.

.02 A key starting point is your mind-set. Before you can think about how much to charge for PFP 
services, you have to develop a PFP mind-set. You must recognize that when a client asks your 
advice on a financial question, you have the opportunity to provide valuable PFP recommendations 
and to be compensated for your work.

  Action Tip

When responding to requests for financial advice from clients, account for and bill for this time 
separately from other services you have provided. This gets you and your clients accustomed to 
the idea that you provide PFP services.

.03 Valuing Your Services. How you charge for PFP services is critical to the number of clients 
you attract and to your profitability. A reasonable fee structure is one that is acceptable to your 
clients, reflects the value of your services, and adequately compensates you for your time and effort. 
Your fees may be based on some combination of factors such as the following:
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• The complexity of the engagement and the expected commitment of time and resources.
• Other services provided for the client
• The norm for PFP services in the practice area
• The quality of your PFP services compared to other planners
• The client's financial condition and sensitivity to fees
• Your method of compensation (such as fee-only, commission and contingent fees, discussed 

below)

.04 PFP helps your clients realize their financial goals. Accordingly, many clients perceive a 
greater value in PFP services than in compliance services such as audits and tax return preparation 
and are willing to pay somewhat higher fees for PFP.

Action Tip

Don't undervalue your services. Consider the factors outlined above and develop what you 
believe is a reasonable fee. Capitalize on the established reputation of CPAs as trustworthy, 
objective financial advisers.

.05 Past experience is not a sufficient basis on which to determine price. Once you design an 
efficient delivery system for your services, you can estimate staffing time for each step, and develop 
a fee based on your billing rates. Exhibit 4-14 illustrates the time involved for different PFP 
services. These numbers are not absolute but can provide guidelines to give you an estimate of the 
time involved.

.06 An efficient delivery process is critical. Questionnaires, software, worksheets, and checklists 
used in the development of a plan should be interrelated to minimize the amount of time spent 
organizing and analyzing data, developing recommendations, and drafting the final report.

.07 Discussing Fees. Discussing or negotiating fees with clients at the outset of an engagement 
is always a good idea. You can identify and resolve problems or terminate the engagement with a 
relatively small investment of your time and effort.

.08 Clients tend to accept an initial fee structure or quote as a benchmark against which any fee 
increases are measured. It is a good policy to start with your standard billing rates, leaving room 
for compromise if the time involved in the engagement grows significantly.

  Action Tip

Never let the size of a bill be an unpleasant surprise. Keep your clients current on fees and 
changes in the amount of time—and fees—for completing the job.

3.08
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Action Tip

Try the following strategies when explaining your fee structure.

• Describe the long-term benefits of PFP and, more specifically, how the client will 
benefit.

• Describe the intricacies of financial planning, such as necessary training, both initial 
and ongoing, and the standards that a CPA must meet.

• Make a cursory review of the client's situation identifying, when possible, the client's 
goals and objectives. Then give specific examples of how money spent on financial 
planning services transforms into wealth enhancement or some other benefit for the 
client.

Action Tip

You may be able to overcome fee sensitivity by offering segmented planning engagements. By 
limiting your in-depth analysis to one or a few PFP areas, you can provide a client with a tangible 
benefit. Once the value of your services is established, your client may be more receptive to 
undertaking planning in other areas. Alternatively, you may consider performing the equivalent 
of a comprehensive PFP engagement over an extended time period, billing your services as a 
series of segmented planning engagements.

.09 Hourly Fees. Most CPAs providing PFP services earn their compensation on a fee-only basis. 
If you base your compensation on hourly fees, you will bill your clients for the time it takes to 
perform the PFP services.

.10 Flat Fees. Many CPAs who bill their clients on a fee-only basis for PFP services quote a flat 
fee to the client before beginning work on the engagement. When setting the flat fee quoted to a 
particular client, you will usually consider the factors noted above, including the total hours 
estimated for the completion of the engagement and the perceived complexity of issues involved. 
If you fail to accurately evaluate the impact of these factors on the fee setting process, you will have 
to absorb the unbillable amount or convince the client that a fee adjustment is necessary. If an 
upward adjustment is desired, collecting the additional fee could be a difficult task.

.11 A major advantage of the flat fee over billing on an hourly basis or sliding scale arrangement 
is that both you and your client know at the outset of the engagement what your services will cost. 
The most common forms of flat fee billing are by the plan, or by time period.

.12 Billing by the plan generally involves an arrangement with the client at the outset of the 
engagement to bill for the production and delivery of a document called the plan. This arrangement 
typically includes no implementation services. If you are a fee-based CPA, your fee would be based 
on a time estimate, perhaps developed using a format similar to that depicted in exhibit 4-14. If you 

¶ 3.12
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receive commissions, you will generally be compensated by the commissions received for the 
placement of the various investment products called for in the plan.

.13 Under the method of billing by the time period, your client pays a flat fee each quarter, year, 
or other pre-established time period as the engagement continues. For new clients, the first year's 
fee would take into account the charges for developing the plan.

.14 Flat fees can be based on a number of factors, but are typically based on either the client's net 
worth or the client's income. For example, you may charge ¾¾ to 1¼ percent of net worth or 2½ to 
3½ percent of salary for comprehensive financial planning. A major consideration in any fee 
arrangement is a clear understanding between you and client about the services covered under the 
agreement.

.15 Commissions. In those states that allow a CPA to receive compensation in the form of 
commissions from a purchase or sale, some CPAs base all or part of their compensation on 
commissions or a combination of commissions and fees. As of April 1996, seventeen states permit 
either the taking of commissions or contingent fees provided the rules governing compensation 
established by the controlling Board of Accountancy are met.

.16 In those states where it is permitted, CPAs who are licensed to receive commissions from the 
sale of securities, insurance products, or real estate may decide to receive that form of compensation 
for the services they provide their clients. The AICPA Code of Professional Conduct has specific 
client disclosure rules that must be followed by CPAs who decide to be compensated by 
commissions. Rule 503 provides that a member of the AICPA who is in public practice and does 
not perform attest work for that client is permitted to receive a commission provided that fact is 
disclosed to the client.

Billing Techniques

.17 Retainer. A consideration in any fee arrangement is the retainer, under which the client 
literally pays for the PFP services in advance. A financial plan is not an essential document. 
Therefore, some CPAs believe it is important to ask for a retainer fee in case the client decides 
against accepting the plan after it has been presented.

.18 Although the ideal retainer is 100 percent of the fee, the size of the retainer varies according 
to the comfort level established between you and the client. In many areas, the prevailing retainer 
is 50 percent. If the client's employer is paying for the PFP services, however, the general rule is that 
the retainer should be 100 percent of the contemplated fee.

.19 Progress Payments. Absent a 100-percent retainer, it is also common to have progress 
payments so that the full fee is paid at the time of the delivery of the plan. Using progress payments 
makes realizing the full fee an easier task.

¶ 3.19



4-14 PFP PRACTICE HANDBOOK

Action Tip

If you are a registered investment adviser and collect more than six months of fees in advance, 
the Securities and Exchange Commission (SEC) rules require you to have annual audited 
financial statements.

Professional Liability Insurance

.20 CPAs who wish to protect themselves from the adverse consequences of client lawsuits related 
to PFP activities should consider obtaining errors and omissions insurance. The basic kinds of 
insurance available are the standard accounting practice policies and separate policies for 
investment advisory services.

.21 AICPA Plan. One of the accounting policies is the AICPA-sponsored policy. Generally, this 
plan considers financial planning as services that accountants have always performed that are now 
rolled up in the term financial planning. Presumably, it does cover financial planning under the 
general provisions of "whatever is a normal incident of a practice of the public accountancy." For 
a more detailed discussion of the scope of the AICPA's plan, see appendix D, "Professional Liability 
Insurance Issues." For more information, call Aon Direct Insurance, Inc. at (800) 221-3023.

.22 Other Coverage. There are other sources of errors and omissions coverage for CPAs engaged 
in PFP practice. For instance, the California CPA Society has created its own state-licensed 
insurance company to provide errors and omissions insurance to its members. The policy does cover 
a CPA for both specific investment advice and PFP services, provided no commissions are received 
for these services.

.23 If your PFP services go beyond the scope of the coverages described above, you will probably 
have to go into the market to seek coverage. For instance, ask your carrier to write a policy rider that 
covers investment advice, including specific advice and financial planning. For more information 
see appendix D, "Professional Liability Insurance Issues."

Risk Management

.24 In addition to insurance, you should consider implementing other risk management procedures.

• Be selective in accepting PFP engagements. By carefully evaluating and screening clients, 
potential liability exposure can be reduced.

• Use engagement letters to delineate the scope of the services to be performed for the client.
• Maintain the technical competency necessary to deliver quality PFP services (whether 

through formal training or use of published materials).
• Use checklists to document procedures and prevent omissions.
• Closely supervise the work of staff and review the quality of your work product.
• Verify compliance with state and federal regulations.

¶ 3.24
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Professional Standards

.25 CPAs performing PFP services are bound by the same ethical rules and technical 
pronouncements that govern all CPAs. Additionally, the PFP Executive Committee has issued 
Statements on Responsibilities in Personal Financial Planning Practice that, while not authoritative, 
describe what the Committee believes to be good practice for CPA financial planners. These 
pronouncements are covered in detail in the "Professional Standards" chapter of this Handbook.

Evaluating Your Practice

.26 Client Feedback. Your client’s perceptions about you, your firm, and the value of your 
services are critical to your long-term success. You can obtain this feedback informally by paying 
careful attention to your client’s verbal and written communications. You may also develop a more 
formal system for gathering this information, such as a questionnaire or comment card for clients 
to complete and return to you.

.27 Client Service Questionnaire. The feedback you obtain from a client service questionnaire 
enables you to assess the services you deliver and the way in which you deliver them. You can use 
this information to capitalize on your strong points and identify opportunities for improvement. 
Specifically, you can obtain valuable information about areas such as —

• Satisfaction with the specific services provided
• Satisfaction with the firm and its staff
• Perceived fairness of your fees
• Awareness of other services provided by the firm
• Other areas of concern or interest

A sample client service questionnaire is included in exhibit 4-15.

  Action Tip

To maximize the effectiveness of the client feedback process, consider the following tips:

• Deliver the client service questionnaire with your financial planning recommendations. 
Your clients’ perceptions will be fresh.

• Send the questionnaire shortly after delivery of your recommendations, accompanied by 
a short personal thank you note.

• Use the questionnaire for two-way communication. While asking for feedback from your 
clients, also provide information about other available services you provide. This 
reinforces the continual marketing aspect of your services.

• Read the completed questionnaires and use the information to build a more customer 
oriented, quality PFP practice.

¶ 3.27
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.28 Self Review. From time to time, it is a good idea to step back and ask yourself how you are 
doing. A critical analysis of your practice can help you identify challenges such as risk exposure 
or operating inefficiencies as well as strengths such as overall client satisfaction. The AICPA has 
developed a practice review questionnaire designed to help you assess and improve the quality of 
your PFP services. It provides a tool for evaluating whether your services comply with professional 
standards, guidance in authoritative literature, and recommendations in practice aids. The 
questionnaire is reproduced in appendix E, “PFP Practice Evaluation Process.” The article included 
in exhibit 4-16 offers additional insights on evaluating how profitably your practice is operating.

  Action Tip

As you near the end of an engagement, ask yourself whether you have properly educated the 
client about his or her financial matters. This is where the client sees value. Successful 
practitioners are colleagues in educating clients, not merely technicians doing financial planning 
for clients. CPAs have often failed at profitably providing PFP services because they focused on 
the number crunching and technical aspects. Clients typically appreciate the value in your 
services when they are involved and educated in the PFP process.

PFP Specialization

.29 Clients for PFP services tend to shop around for these services, forcing you to compete with 
other CPA financial planners as well as a number of other qualified professionals — investment 
advisers, attorneys, stockbrokers, and insurance agents — many of whom hold one or more PFP 
certifications or designations. Accordingly, you may consider whether obtaining such a designation 
can enhance your image and help you to market your services more effectively.

.30 The articles included in exhibits 4-17 and 4-18 explore the issues involved in PFP 
specialization and describe the more well-known designation programs.

.31 Personal Financial Specialist Designation. The AICPA has established a specialty 
designation program for CPA financial planners. AICPA members who meet the accreditation 
requirements are awarded the Personal Financial Specialist (PFS) designation.

.32 Additional information about the PFS program and a copy of the PFS examination content 
outline is included in appendix H, "Personal Financial Specialist Program Information," in this 
Handbook. For additional information or an application for PFS accreditation, contact the AICPA 
Order Department at (800) 862-4272, option #1, and request Product G00055, "Personal Financial 
Specialist Accreditation Information."

¶ 3.32
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Investment Adviser Registration

.33 Investment planning is an integral part of the PFP process, and one that has caused the most 
concern among CPAs. Many CPAs who provide PFP services include at least some level of 
investment advice. Clients ask for it, and it is an integral part of attaining most goals, particularly 
educational and retirement funding goals. It is important to choose the level of investment advice 
you will offer before moving forward with these services.

.34 If you provide investment advice, you must consider the legal question of whether your 
activities require registration as an investment adviser under the Investment Advisers Act of 1940 
or the investment adviser laws of the states governing your practice. The SEC interprets the 
definition of investment adviser broadly and its regulations are complex; therefore, you should 
consider seeking the opinion of legal counsel.

.35 Appendix F, "Investment Adviser Registration Issues," summarizes many of the considerations 
in registering as an investment adviser. For a more complete discussion, including information on 
the registration, reporting and compliance aspects of registered investment advisers, you may consult 
the PFP Library volume Guide to Registering as an Investment Adviser.

4. CONCLUSION

.01 Profitable delivery of PFP services demands that you efficiently manage all aspects of the PFP 
process. This can be accomplished through the creation of systems for all aspects of service 
delivery—qualifying clients, establishing goals, gathering and analyzing data, pricing your services, 
etc. — that provide some standardization in your procedures but allow flexibility in tailoring the 
procedures to the unique circumstances of each client.

¶ 4.01
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EXHIBIT 4-1

CHECKLIST: EVALUATING POTENTIAL PFP CLIENTS

Potential Client: _____________________________________________________________________________

Referral:   Yes   No Referred By: __________________________________

Date of Preliminary Meeting: _________________________________________________________________

8. Indicate any other considerations pertinent to the decision to work with the potential client:

Yes No
1. Is the potential PFP client an existing client? □ □

If not, skip Questions 2-4.

2. What services are currently provided? ______________________________ □ □
3. Is the client cooperative in providing information when requested? □ □
4. Does the client pay bills timely? □ □
5. Does the potential client:

a) Understand the PFP process? □ □
b) Understand his or her time commitment in the PFP process? □ □
c) Have time to commit to the PFP process? □ □
d) Appear fee-sensitive? □ □

6. What kind of services does the potential client need? (Please check box)

a) Comprehensive PFP □ □
b) Cash flow and cash management □ □
c) Debt management □ □
d) Income tax planning □ □
e) Retirement planning □ □
f) Estate planning □ □
g) Education funding □ □
h) Insurance analysis and planning □ □
i) Investment planning □ □
j) Monitoring of investment performance □ □
k) Other_________________________________________________________ □ □
1) Other_________________________________________________________ □ □

7. Has the potential client undertaken the PFP process before? □ □
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EXHIBIT 4-2

ILLUSTRATIONS OF ENGAGEMENT LETTER EXPLANATIONS OF 
HISTORICAL AND PROSPECTIVE FINANCIAL INFORMATION

Because personal financial plans can include a variety of historical or prospective financial information, the 
illustrative engagement letters do not describe such information.

The chart below contains illustrative engagement letter descriptions of certain historical and prospective 
financial information. Similar paragraphs should be added to the illustrative engagement letters to describe 
the financial statements or prospective information included in the written personal financial plan.

Included in the 
Written Personal 

Financial Plan
Engagement Letter Explanations of the Nature, 

Limitations, and Accountant's Report

Historical financial 
statements with 
SSARS 6 
accountant's report

We will prepare a statement of financial condition to be used solely to assist 
you and your advisers in developing your personal financial goals and 
objectives. It will be accompanied by an appropriate report required by 
professional standards. The statement of financial condition may be 
incomplete or contain other departures from generally accepted accounting 
principles and should not be used to obtain credit or for any purposes other 
than to develop your financial plan. We will not audit, review, or compile the 
statement.

A compilation of 
historical financial 
statements with 
SSARS 1 
accountant's report. 
The statements will 
omit the deferred 
tax liability.

The compiled financial statement that will be included in your personal 
financial plan will be prepared in accordance with Statement on Standards for 
Accounting and Review Services issued by the American Institute of Certified 
Public Accountants, which provide the following:

1. A compilation is limited to presenting in the form of a financial statement 
information of the individuals whose financial statements are presented. 
We will not audit or review the statement of financial condition and, 
accordingly, will not express an opinion or any other form of assurance 
on it.

2. Our report on your statement of financial condition, which will omit an 
estimate of income taxes on the differences between the estimated current 
values of assets and the estimated current amounts of liabilities and their 
tax bases, will include an additional paragraph stating that this estimate is 
omitted. Because of the significance and pervasiveness of this omission, 
users of the financial statement may reach different conclusions about your 
they had access to a statement of financial condition prepared in conformity 
with generally accepted accounting principles.
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Included in the 
Written Personal 

Financial Plan

Prospective financial 
information included 
for internal use only

Prospective financial 
information prepared 
according to agreed- 
upon procedures

Engagement Letter Explanations of the Nature, 
Limitations, and Accountant's Report

3. Because your statement of financial condition will omit substantially all 
disclosures, our report on it will include an additional paragraph stating that 
those disclosures are omitted and that their inclusion may influence a user's 
conclusion about your financial condition.

Our engagement cannot be relied upon to disclose errors, irregularities, or 
illegal acts, including fraud or defalcations, that may exist. However, we 
will inform you of any such matters that come to our attention.

The projected financial information in the plan will be based on your 
assumptions concerning future events and circumstances. Differences will 
probably exist between prospective and actual results because events and 
circumstances frequently do not occur as expected and those differences may 
be material. The prospective presentations are to be used solely to assist you 
and your advisers in developing your personal financial objectives and should 
not be shown to a third party for any purpose.

The prospective information included in the plan, which will be prepared in 
accordance with the procedures you specified, should be used solely to assist 
you and your advisers in developing your personal financial objectives. It 
should not be used by those who did not participate in determining the 
procedures. We will not compile or examine the prospective information and 
will not express assurance on it.
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EXHIBIT 4-3

ILLUSTRATIVE ENGAGEMENT LETTER 1

(See Exhibit 4-2 for paragraphs to insert if the written plan will include historical financial statements, 
prospective financial information, or both.)

Dear [Name of client]:

This letter is to confirm our understanding of the terms and objectives of our engagement and the nature and 
limitations of the services we will provide.

We will prepare your personal financial plan after consideration of your goals and your present and 
forecasted financial situation. Our approach to the personal financial planning process will include the 
following steps:

• We will schedule a preliminary meeting to assist you to define short- and long-range goals and begin 
gathering information about your family situation and major anticipated financial obligations.

• In addition to the quantitative data requested in our financial planning questionnaire, we will require 
copies of all pertinent documents such as wills, trusts, company-provided fringe benefits, tax shelter 
forecasts, prior tax returns, and insurance coverage. Much of this information may be present in the 
information we already have from [identify other sources].

• After the information has been received, we will organize and review the data, utilizing appropriate 
technology. We will analyze the quantitative information in terms of tax liability (both income and 
estate), cash flow, net worth, risk management, and eventual retirement.

• A second meeting will be held at this stage to verify the accuracy of the data and to allow you to validate 
your assumptions used in the projections. Our analysis and recommendations are based on information 
you provide.

• Based on our analysis of the data, we will outline alternative strategies or courses of action to meet your 
immediate and long-term goals and objectives and to mitigate problems uncovered. The various 
alternatives are tested and their effect depicted in our projections.

• At the conclusion of the engagement we will prepare and discuss with you a report that includes our 
recommendations and projections. We are available to assist in implementing the actions agreed upon. 
The nature and extent of our implementation services will be established at that time.

Responsibility for financial planning decisions is yours. We will aid you in the decision-making process, 
suggest alternative recommendations to help you achieve your objectives, and assist you to determine how 
well each alternative meets your financial planning objectives. Investment recommendations should be made 
by a registered investment advisor or other licensed investment adviser you choose and engage. We are not 
responsible for the success or failure of any specific investment recommended by such advisors.
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Our estimated fee for the services described above will range from $[ ] to $[ ]. We will submit our bill 
monthly as services are performed and they will be due and payable at that time. If an extension of our 
services is requested, we will discuss our fee arrangements at that time.

We thank you for the opportunity to be of service. If you concur with these arrangements, please sign the 
enclosed copy of this letter in the space provided and return it to us. We anticipate beginning this 
engagement on or about [date]. If you have any questions, please call.

Very truly yours,

[Firm Name]

Approved by:

[Signature]

[Date]
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EXHIBIT 4-4

ILLUSTRATIVE ENGAGEMENT LETTER 2

(See Exhibit 4-2 for paragraphs to insert to describe 
historical financial statements and prospective financial 

information to be included in the written plan.)

Dear [Name of client],

This is to confirm our understanding of the engagement to assist in the development of your personal 
financial plan. Your plan will include a statement of your short- and long-term personal financial objectives, 
as well as an analysis of your insurance coverage and estate plan, and a statement of financial condition.

Our role in the personal financial planning process is to assist you in defining your financial goals, in 
developing your investment plan, and in making decisions concerning risk management and your estate plan. 
We understand that you will rely on [name of other adviser] to assist you to implement the recommendations 
concerning investments in your report.

We estimate that our fee for preparing your personal financial plan will be $[ ]. If it appears that the fee 
will be more than 10 percent above that amount, we will discuss the matter with you immediately.

Yours very truly,

[Firm Name]

We agree to the terms of the engagement described in this letter.

[Client Name]

[Signature]

[Date]
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EXHIBIT 4-5

ILLUSTRATIVE ENGAGEMENT LETTER 3

To Prepare Personal Financial Plans for Corporate Executives

(See Exhibit 4-2 for paragraphs to insert for historical 
financial statements and prospective financial information 

to be included in the written plan.)

Dear [Corporate Officer Responsible for the Engagement]:

This is to confirm our arrangement to assist certain of XYZ Corporation's executives in the development of 
their personal financial plans. We will analyze each executive's financial situation, financial goals, insurance 
coverage, recent tax returns, and estate plans. We will then develop a personal financial plan for each 
executive that will include goals listed by priority and recommendations for reaching each of them. The 
recommendations will include income tax, estate planning, and insurance suggestions. The plans will 
include personal financial statements.

Our role is to coordinate the financial planning process. We are not, however, investment advisors or 
lawyers. We will assist each executive to carry out the plan, including working with other professionals as 
needed.

Our fee for presenting a personal financial planning seminar for your executives will be $[ ]. The fee for
each plan we prepare will be $[ ]. This agreement expires on [date].

Sincerely,

[Firm Name]

Approved by:

[Signature]

[Date]
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EXHIBIT 4-6

ILLUSTRATIVE ENGAGEMENT LETTER 4

(See Exhibit 4-2 for paragraphs to insert for historical financial statements and 
prospective financial information to be included in the written plan.)

Dear [Name of client]:

We are looking forward to working with you in designing your personal financial plan. The financial 
planning process is complex and sometimes tedious. It is an important step toward achieving personal 
financial goals. This letter highlights the activities involved in developing, implementing and maintaining 
your financial plan. It also confirms the terms and objectives of our engagement.

Highlights of Activities

The initial phase involves accumulating and organizing facts about your current and desired financial status 
and identifying your specific goals and objectives. This will be accomplished through a series of interviews 
and the data-gathering questionnaire.

The next step involves analysis of the data accumulated and after a review of the results of the preliminary 
analysis and cash flows with you, we will begin performing detailed analysis of your specific financial 
circumstances.

Following the analysis and discussion with you, we will meet to review our preliminary recommendations. 
As a result of these meetings, a written draft of your plan will be prepared. We then will be able to finalize 
your plan and to set time goals and establish responsibilities for the implementation. We will prepare, in 
writing specific recommendations that will seek to address your financial goals. Where appropriate, we will 
include financial illustrations and projections for greater understanding of potential outcomes of financial 
alternatives.

We will assist you, as a separate engagement, in implementing the strategies that have been agreed upon. 
Accordingly, we will be available on an ongoing basis to answer questions, to assist you or your advisors, 
to take necessary actions, and to make recommendations regarding financial matters. Your plan should be 
reviewed informally on a quarterly basis and formally annually. These update sessions are vital so that 
adjustments can be made for changes in your personal circumstances, overall economic conditions, and 
future tax law revisions.

Terms and Objectives

The primary objective of our engagement is to prepare a review of your personal financial situation. This 
review will emphasize your personal financial goals and objectives and will include strategies to attain them 
if possible. We will be relying upon your representations.

During this engagement, we will also compile 15-year cash flow projections. The projections will be 
prepared from information you provide. They will not express any form of assurance on the achievability 
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of the projections or reasonableness of the underlying assumptions. You are responsible for providing the 
prospective financial information to us and for communicating to us any significant information that might 
affect the ultimate realization of the projected results.

The suggestions and recommendations included in your financial plan will be advisory in nature, and we 
cannot guarantee the performance of any investment or insurance products which may be purchased to 
implement recommendations in your plan. The plan will also include financial projections based on 
assumptions about future events. We cannot vouch for the achievability of such projections as the 
assumptions about future events may not be accurate.

Insurance recommendations developed as part of your financial plan or to implement the financial plan 
should be made by licensed insurance professionals you choose to engage. We are not responsible for the 
success or failure of any specific policy or insurance strategy recommended such advisors.

Investment recommendations developed as part of your financial plan or to implement the financial plan 
should be made by registered investment advisers or other licensed investment advisers you choose to 
engage. We are not responsible for the success or failure of any specific investment recommended by such 
advisers.

It is agreed and understood that [firm name] will not accept or receive fees, commissions, or other 
remuneration or compensation from the investment advisors or from originators, sponsors, syndicators, or 
distributors of investment of insurance products purchased by you.

We cannot be responsible for the acts, omissions, or solvency of any broker, agent, or independent contractor 
or other advisor selected in good faith to take any action to negotiate or consummate a transaction for your 
account. Our services are not designed and should not be relied upon as a substitute for your own business 
judgment, nor are they meant to mitigate the necessity of your personal review and analysis of a particular 
investment. These are not investment advisor services. Our services are designed to supplement your own 
planning analysis and aid you in fulfilling your financial objectives.

In addition, these services are not designed to discover fraud, irregularities or misrepresentations made in 
materials provided to us concerning your potential investments or insurance coverages.

You will, of course, be free to follow or to disregard, in whole or in part, any recommendations we make. 
You will be responsible for any and all decisions regarding implementation of the recommendations. At 
your request, we will be happy to coordinate implementation, as a separate engagement, with any insurance 
agent, investment broker, and/or attorney of your choosing.

The fee for this planning service will be based on our regular hourly rates plus out-of-pocket expenses. We 
project our fee will range between $[ ] and $[ ] plus direct out-of-pocket expenses for the initial
plan development. Update sessions and follow-up work are separate engagements and will be billed 
separately. As work progresses, we will make progress billings which are due and payable upon 
presentation.
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We will be pleased to discuss this letter with you at any time. If the foregoing is in accordance with your 
understanding, please sign one copy of this letter in the space provided and return it to us. The additional 
copy is for your files.

If we can be of assistance to you in any other way, please do not hesitate to contact us. We look forward to 
helping you develop and maintain a sound, businesslike approach to your personal financial affairs.

Sincerely,

[Firm Name]

Approved by:

[Signature]

[Date]
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EXHIBIT 4-7

ILLUSTRATIVE ENGAGEMENT LETTER 5

(See Exhibit 4-2 for paragraphs to insert if the written plan will include 
historical financial statements, prospective financial information, or both.)

Dear [Name of client]:

This letter is to confirm our understanding of the terms and objectives of our engagement and the nature and 
limitations of the services we will provide.

Planning Services

We will assist you in the development of your [identify type of planning] planning after consideration of your 
financial objectives and present financial situation.

Alternative format:
You requested our advice on the following issues:
[List issues]
We will assist you in the development of your plans regarding the matters listed above after careful 
consideration of your objectives and present financial situation.

In a preliminary meeting we will discuss your financial objectives in those planning areas and begin 
gathering the required financial information. In addition to the information requested in the data-gathering 
questionnaire, we will require copies of [list documents].

We will review and analyze the information you provide. Based on our analysis, we will develop alternative 
recommendations to meet your objectives in [identify type of planning] planning. We will develop 
projections to show the effect of the various recommendations.

We will meet with you to discuss a draft of our preliminary recommendations and projections. Based on our 
discussions and your preferences, we will prepare a finalized plan.

The responsibility for financial decisions is yours. We will aid you in the decision-making process, suggest 
alternative recommendations to help you achieve your objectives, and assist you to determine how well each 
alternative meets your financial planning objectives.

Fees

Our estimated fee for the service described above will be based on our standard hourly rates and should range 
from $[ ] to $[ ]. We will submit our bill monthly as services are performed and they will be due
and payable at that time.

We will offer our assistance in implementing the actions agreed upon. Implementation generally includes 
reviewing and commenting on specific investment proposals, drafts of legal documents, and communications 
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with other professionals on matters resulting from our recommendations. These services will be in addition 
to those for which we have estimated our fee. We will bill you for the additional services at our standard 
hourly rates.

The engagement fee does not include future updates of the plan that may be required because of changes in 
circumstances. Updates will be treated as separate engagements.

Limited Scope of Services

We do not receive fees for recommending investment products. Investment recommendations should be 
made by an investment adviser registered with the SEC, or other licensed investment adviser that you choose 
and engage. We are not responsible for the success or failure of any specific investment recommendation.

At your request, we have limited the scope of this engagement to [list items].

Because of the limited scope of these services, we may not be able to make certain recommendations without 
analyzing other areas of your financial situation. We will notify you if that situation arises and suggest either 
that we expand the services or postpone those recommendations until a later time when we will further 
develop your financial plans. Any expansion of our services will be billed at our standard hourly rate.

We thank you for the opportunity to be of service. If you concur with these arrangement, please sign the 
enclosed copy of this letter in the space provided and return it to us. We anticipate beginning the 
engagement some time after [date]. If you have any questions, please call.

Very truly yours,

[Firm Name]

Approved by:

[Signature]

[Date]
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EXHIBIT 4-8

SAMPLE ENGAGEMENT PROGRAM

CLIENT:____________________________________________________________________________________

Activity Goal
Budget 
Hours

Actual 
Hours Initial

Plan Engagement

1 Meet with client to outline engagement goals

2 Obtain an overall understanding of client's financial 
situation

3 Prepare engagement program based on client's goals

4 Prepare engagement letter

5 Summarize client's goals and current situation

Collect Relevant Data

1 Review client files

2 List additional data needed

3 Meet with client to collect new data

4 Copy and index client documents

Analyze Data

1 Summarize client assumptions

2 Cross reference goals, documents, working papers

Financial Statement Analysis

1 Inquire about client's goals for future net worth

2 Summarize key factors and assumptions for the 
projected financial position

3 Project financial position for next______ years

4 Review appropriateness of valuation methods for 
significant asset groups
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Activity Goal
Budget 
Hours

Actual 
Hours Initial

Financial Statement Analysis (Continued)

5 Compute significant ratios (liquidity, debt to equity, 
etc.)

6 Determine if ratio of investments to total net worth is 
appropriate

Investment Planning

1 Identify client investment objectives and risk attitudes

2 Assist client in developing an investment allocation 
model

3 Assist client in quantifying risk, reward, and other 
significant parameters for investment selections

4 Compare current investments to findings in 2 and 3 
above

Education/Retirement/Other Goal Funding

1 Identify client's funding goals

2 Identify client assumptions

3 Project funding needs

Risk Management

1 Identify significant risks and their amounts

2 Compute current insurance costs for each risk type

3 Consider alternative methods for risk management

4 Determine need to coordinate personal insurance 
coverages

Cash Flow Planning

1 Identify client's investment goals

2 Identify client's lifestyle goals

3 Compute current discretionary income for____ years
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Activity Goal
Budget 
Hours

Actual 
Hours Initial

Cash Flow Planning {Continued )

4 Project discretionary income for years

5 Summarize projection assumptions

6 Prioritize goals and discretionary expenses

Income Tax Planning

1 Review prior____ years returns

2 Project next____ years tax

3 Identify tax saving strategies currently in use

4 Determine whether additional tax saving strategies can 
be employed

Estate Planning

1 Review will

2 Estimate estate taxes for both spouses

3 Identify estate tax saving strategies currently in use

4 Determine whether additional strategies can be 
employed

5 Identify estate distribution goals

Summarize Analyses and Develop Recommendations

1 Personal data

2 Financial statement analysis

3 Investment planning

4 Education and other funding

5 Retirement planning

6 Risk management

7 Cash flow
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Activity Goal
Budget 
Hours

Actual 
Hours Initial

Summarize Analyses and Develop Recommendations (Continued)

8 Income tax planning

9 Estate planning

10 Cross reference/summary

11 Draft summary of recommendations

Prepare Report of Recommendations

1 Prepare first draft of report letter/summary of 
recommendations

2 Review summary of goals and assumptions

3 Draft action plan/implementation checklist

4 Meet with client to discuss draft recommendations

5 Incorporate changes based on client meeting

6 Deliver and review final report

Time Summary

Partner

Staff

Partner @ $ per hour $ $

Staff @ $ per hour $ $

Total $ $
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EXHIBIT 4-9

CONDENSED TIME-BUDGET WORKSHEET
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EXHIBIT 4-10

WORKING PAPERS ORGANIZER

Client:------------------------------------------------------------------------------------ ——--------------------------------------

Engagement: --------------------------------------------------------------------------------------------------------------------------

Prepared by: ------------------------------------------------------------------------------------- ----- -------------------------------

Enclosed?

Engagement management documents
Yes No

1. Memorandum for next update □ □
2. Engagement letter □ □
3. Time budget and analysis □ □
4. Other_______________________________________________ _____ □ □
5. Other_______________________________________________ _____ □ □

B. Engagement work papers

1. Notes from meetings and cleared questions
2. Summary of goals
3. Summary of assumptions
4. Personal information
5. Financial statement analysis
6. Cash flow planning analysis
7. Investment planning analysis

(a) Summary of securities
(b) Summary of partnership interests
(c) Real estate summary
(d) Valuation of business interests
(e) Other_____________________________________________________

8. Risk Management analysis
9. Retirement funding
10. Education funding
11. Other funding
12. Income tax planning
13. Estate planning
14. Data-gathering forms
15. Other......................................................................................................... —
16. Other_________________________________________________________

□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□

□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
□
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EXHIBIT 4-11

NEXT UPDATE TO-DO LIST

Client:______________________________________________________________________________________

Engagement: _________________________________________________________________________________

Prepared by: _________________________________________________________________________________

Item Action Taken
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EXHIBIT 4-12

ILLUSTRATIVE TRANSMITTAL LETTER

Dear [Name of client]:

We are pleased to have the opportunity to assist you in developing your personal financial plans. The 
enclosed financial plan has been prepared to assist you in making decisions about your financial future.

We have considered various alternatives and developed recommendations to achieve the personal financial 
goals listed below.1

1 Alternatively, the correspondence may relate back to an engagement letter or other previous correspondence 
that describes the objectives of the personal financial planning engagement. The following language may be 
appropriate:

We have considered various alternatives and developed recommendations to achieve the personal 
financial goals identified at the start of this engagement, as detailed in our engagement letter 
dated

• Design a cash management plan that provides the maximum opportunity for savings and investment.
• Design a strategy to fund your retirement goals.
• Design a strategy to fund your children's college education.
• Design a plan to minimize your income tax obligations without impairing your ability to achieve 

other financial goals.
• Design a plan to transfer your estate to your heirs without paying excessive death taxes.
• Design an investment policy that reflects both your accumulation goals and your tolerance for risk.
• Review your insurance coverages to determine whether they are adequate for your circumstances.

Optional paragraph to be used when client has imposed scope limitations. (See SRPFP No. 1, 
paragraph 17, reprinted in the "Professional Standards" chapter of this Handbook.)

However, you have instructed us not to consider other planning issues that might have an impact on 
(that/those) goal(s). If we had done so, different conclusions or recommendations might have resulted.

Our recommendations are based on your current financial condition as presented in the accompanying 
Statement of Financial Condition and estimates of future income, expenditures, and net worth, as well as 
estimates of investment performance, inflation rates, retirement benefits, and other variables.

The Statement of Financial Condition contained in this plan is intended for use by you and your advisers in 
developing your financial plans. Accordingly, it may be incomplete or contain other departures from 
generally accepted accounting principles and should not be shown to anyone else for purposes of obtaining 
credit or for any purpose other than developing your financial plan. We have not audited, reviewed, or 
compiled the statement.
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Projections of future income, expenditures (including income taxes), net worth, and estate taxes are based 
on assumptions that are described in the financial plan as well as interpretations of existing laws. Usually, 
there will be material differences between prospective and actual results because laws change and events and 
circumstances frequently do not occur as expected. We therefore recommend periodic reviews of your plan 
and financial situation to make sure that you are progressing towards achieving your financial goals. We 
are not responsible for reviewing or updating this plan unless you ask us to do so.

If the projections of future income, expenditures, and net worth are presented in the form of a 
projected Statement of Changes in Net Worth (as defined in SOP 82-1 paragraph 6 (b)) alternative 
reporting language is appropriate. A sample of such language follows:

We have compiled the accompanying projected Statement of Changes in Net Worth for (client name) for the years 
ended XXXX, in accordance with standards established by the American Institute of Certified Public Accountants.

The accompanying projection and this report were prepared for the purpose of helping you develop your personal 
financial plan and should not be used for any other purpose.

A compilation is limited to presenting in the form of a projection information that is your representation and does 
not include an evaluation of the support for assumptions underlying the projection. We have not examined the 
projection and, accordingly, do not express an opinion or any other form of assurance on the accompanying statement 
or assumptions. Furthermore, even if you follow this plan there will usually be differences between the projected 
and actual results, because events and circumstances frequently do not occur as expected, and those differences may 
be material. We have no responsibility to update this report for events and circumstances occurring after the date 
of this report.

Recommendations regarding insurance and investment alternatives are presented as guidelines and represent 
our general understanding of the information available to us. Before purchasing an investment product, you 
should thoroughly investigate the product and offering institution, and seek the guidance of a broker or 
registered investment adviser. Insurance decisions should be made with the assistance of a licensed insurance 
professional.

We believe that many of your financial objectives will be realized only through the implementation of a 
properly formulated plan and encourage you to carefully consider the recommendation contained in the plan. 
We will be happy to assist you in formulating your immediate as well as your future plans. If you have any 
questions, please call.

Very truly yours,

[Firm Name]
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EXHIBIT 4-13

SAMPLE IMPLEMENTATION PLAN

IMPLEMENTATION PLAN

[Client name]

Recommendation
Priority 
(1, 2, 3)

Time 
Frame

Responsible Party

Client CPA Other
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EXHIBIT 4-14

ESTIMATED TIME INVOLVED IN PFP SERVICES*

* This schedule is intended as an illustration only; the amount of time involved in each engagement 
varies according to your engagement procedures and the unique circumstances of the engagement.

Activity
Consultation 

Hours
Segmented 

Hours
Comprehensive 

Hours

Engagement planning ■ .5 1.0

Client interview 1.0 1.0 2.0

Questionnaire preparation/review .5 1.5 4.0

Data input .5 1.0 3.0

Analysis of computer output 1.0 2.0 4.0

Develop recommendations 1.0 2.0 8.0

Draft report — 1.5 4.0

Review draft with client — — 1.0

Finalize report — — 2.0

Word processing 1.0 3.0 8.0

Final interview with client 1.0 1.0 2.0

Implementation — 1.0 4.0
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EXHIBIT 4-15

CLIENT SERVICE QUESTIONNAIRE

As part of our ongoing effort to deliver quality services to our clients, we’d like you to take a few moments 
to assess the service you received. Your careful evaluation will provide the feedback we need to better serve 
you in the future. You may return the completed evaluation in the enclosed postage-paid envelope.

Please indicate your level of satisfaction with the various aspects of our services. The rating scale is 1-5, 
with 5 indicating high satisfaction and 1 indicating dissatisfaction.

Highly
Satisfied

Not 
Satisfied

Assistance in helping you set goals and objectives 5 4 3 2 1

Your comfort in working with the staff 5 4 3 2 1

Responsiveness to your questions and concerns 5 4 3 2 1

Clarity of analyses, explanations, and recommendations 5 4 3 2 1

Timeliness 5 4 3 2 1

Fairness of our fee 5 4 3 2 1

Expected future benefits from the process 5 4 3 2 1

Overall value of our services 5 4 3 2 1

Please indicate whether you are aware of the following services we provide and indicate whether you 
would like more information on these services.

Yes No
More 

Information

Personal budgeting and financial management □ □ □
Portfolio assessment and rebalancing □ □ □
Insurance needs analysis □ □ □
[Include other services offered by your firm] □ □ □

Please provide any comments that would help us deliver quality financial services to our clients:
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EXHIBIT 4-16

ARTICLE: HOW MUCH MONEY ARE YOU REALLY MAKING?

HOW MUCH 
MONEY ARE YOU 
REALLY MAKING?
CPAs may be surprised by the answer.

by David W. Cottle

O
ne of the principal reasons for low prof

itability in CPA firms is that owners pay 
too much attention to profit margin and not 
enough to profitability. They are not the 
same thing. True profitability is the 
amount left over after properly allowing 
for the value of owners’ labor and capital. 
Because profit margin measures only how 
much money the owners earn, it is a limit
ed indicator of the source of profit prob
lems. It also can mislead, particularly when 
it’s used to make firm-to-firm, interoffice 
or year-to-year comparisons. A firm with a 
25% profit margin is not necessarily less 
profitable than one with a 30% margin, de
pending on the number of partners.

THE WRONG FOCUS__________________
When a friend (and client) who thought his 
firm was not profitable enough asked me 
how he could raise his profit margin, I sug
gested he make partners out of all his staff. 
Since nonpartner salaries were shown as 
expenses, their salaries would be eliminat
ed, costs would appear to go down and 
profit margin would “improve.” My friend 
pointed out that this technique wouldn’t 
make him any more money, which was pre
cisely the point. The margin would in
crease, but the firm would be no more prof
itable than before.

Profit margin in an unincorporated busi
ness is almost meaningless for manage
ment purposes, so one must be careful to 
distinguish between it and profitability 
when trying to make an effective change.

It’s not possible to make meaningful 

comparisons of income statements of dif
ferent firms with different employee-to- 
owner ratios. Indeed, measuring perfor
mance trends in a single firm based on 
profit margin alone can mislead when the 
staff-to-owner ratio and other factors 
change from year to year. Profit may be 
simple to calculate, but profitability is 
quite a bit more difficult.

WHAT'S THE PROFITABILITY?________
Take the simple example of Alan Accoun
tant, an actual sole practitioner with five 
employees. Last year, Alan grossed 
$459,000. He had $44,000 of equity in ac
counts receivable, work in process, equip
ment and so on. He netted $117,000. One 
could say his profit margin was 25% 
($117,000 divided by $459,000). But what 
was his profitability?

If Alan was employed at another firm, 
he would earn a salary—in his case, about 
$63,000. In waiving that opportunity by 
setting up his own practice, he had an “op
portunity cost” of $63,000 (the salary he 
could have made elsewhere). Everyone 
working for a practice, whether an owner 
or not, should be paid for services ren
dered. The economic cost of providing own-

DAVID W. COTTLE, CPA, CMC, is a Miami-based 
consultant to professional firms in North America 
and Europe, an author, speaker and seminar leader. 
He is the author of Managing by the Numbers: Moni
toring Your Firm’s Profitability, published by the 
American Institute of CPAs management of an ac
counting practice committee, and several other books 
and audiocassette programs. 

Copyright © 1993 by the American Institute of Certified Public Accountants, Inc.
Opinions of the authors are their own and do not necessarily reflect the policies of
the AICPA.
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ers’ labor is equivalent to the salary they 
could earn working for someone else. This 
opportunity cost is real whether or not it is 
recognized in the financial statements. A 
practice is profitable in an economic sense 
only when it generates owner income in ex
cess of the opportunity cost of salary value. 
If Alan could earn a $63,000 salary working 
for another organization, the firm should 
recognize the economic cost of $63,000.

Furthermore, accounting practices re
quire capital and investors expect a return 
on their investments. CPAs who invest in a 
practice deserve a return as well. One can 
measure the value of the money invested 
by referring to investments in other types 
of businesses with similar degrees of risk. 
This value, too, is an economic cost of doing 
business regardless of whether the income 
statement reflects it. If Alan could invest 
his $44,000 equity elsewhere and earn 13% 
a year, he must recognize the $5,720 annual 
opportunity cost of his capital.

True profitability is the 
amount left over after 

properly allowing for the 
value of owner's labor 

and capital.

True profitability is the amount left over 
after properly allowing for the value of 
owners’ labor and capital. This economic in
come actually is the owners’ return on 
their abilities to manage and market the 
practice, or—as CPA and author Ronald G. 
Weiner refers to it—the “entrepreneurial 
results.” In Alan’s case, the entrepreneur
ial results were
“Net income” using generally

accepted accounting principles $117,000 
Alan’s salary (63,000)
Cost of Alan’s capital (5.720)
Economic income

(entrepreneurial results) $48,280
Alan’s return for the risks and demands 

of running an accounting practice was 
$48,280. While his profit margin using 

GAAP was 25%, his profitability using my 
economic analysis was only about 11% 
($48,280 divided by $459,000).

Most CPAs starting new practices hope 
to earn more than they could working for 
someone else—but they may never know if 
they’ve succeeded. Traditional GAAP fi
nancial statements do not provide this in
formation unless they’re properly ana
lyzed. To focus on profitability (as opposed 
to profit margin) it’s necessary to distin
guish between owners’ salaries, interest on 
owners’ capital and owners’ profits (the en
trepreneurial results of their practices).

THE MANAGEMENT DILEMMA________
In addition, firms’ financial results can dif
fer because of varying ratios of staff to 
owners, methods of compensating owners, 
capital structures and billing philosophies. 
The differences are exacerbated by part
nership or proprietorship GAAP, which 
shows all owners’ compensation as profits 
whether it came from invested capital, la
bor or entrepreneurial skill. Comparing 
different firms’ profits, salaries, billing 
rates or other operating information often 
is futile because it is like comparing three 
grapes with four melons.

Harmonizing the differences. Ron Wein
er developed an analytical method to con
vert these different factors to a common 
pattern so that one can add three grapes to 
four melons and get 87 pounds, 14 ounces 
of fruit. Here’s how it works.

Before I can compare different firms, 
profits must be adjusted to reflect economic 
reality for owners’ compensation. For a firm 
that doesn’t record owners’ salaries, a rea
sonable salary must be calculated to reflect 
the economic value of owners’ labor. If a
firm already records owners’ salaries, they 
must be adjusted to reflect economic reality.

Most firms establish standard hourly 
billing rates based on a multiplier of each 
person’s salary. On the basis of this practice, 
Ron Weiner developed a standard “costing” 
system that adjusts for the economic value 
of owners’ labor, as shown below.

Alan Accountant set his employee 
billing rates using the following method:
Total compensation $36,000
Divided by estimated

chargeable hours ÷1,800
Equals cost per chargeable hour $20
Times billing multiple  3
Equals target rate $60
Actual billing rate used $60

Dividing the $60 hourly rate by the
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■ PROFITABILITY

EXHIBIT 1
Selected financial information
Summarized income statement

Firm A Firm B Your firm
Revenue (net fees) $9,172,000 $6,511,000

Expenses (other than partners' 
compensation and interest on capital) 7,861,000 4,516,000

Net income (partnership GAAP) $1,311,000 $1,995,000

Profit margin (partnership GAAP) 14.29% 30.64%

EXHIBIT 2
Fair market value of owners' salaries

Your firmLine Firm A Firm B
1 Average owner billing rate $93.56 $53.25

2 Staff billing multiple 0.00205 0.001714

3 1 ÷ 2 = average owner salary $45,639 $31,068

4 Number of owners 25 23

5 3x4 = total owners' salaries $1,140,975 $714,564

$36,000 annual compensation yields an ac
tual billing multiple of 0.001667. The fair 
market value of Alan’s compensation was 
approximated by inverting the firm’s 
billing rate formula and dividing the own
er’s billing rate by the 0.001667 staff multi
plier factor. If a $36,000 staff person was 
worth $60 per hour to Alan’s clients, then 
Alan, whose billing rate was $105 per hour, 
should have had an approximate salary val
ue of $63,000 ($105 divided by 0.001667). A 
partner with a $180 billing rate would have 
a salary equivalent of about $108,000.

When CPAs make this salary calculation 
for themselves using their staff billing mul

tiples and their own personal billing rates, 
they may be astonished because they be
lieve they are worth more than the salary 
indicated by this calculation. If that’s so, 
it’s time to consider raising billing rates.

Converting owners’ capital to financial 
equivalents. To compare different firms’ 
cost of capital one must impute an appro
priate rate of interest on owners’ invested 
capital. Since owners’ capital incurs 
greater risk than a creditor’s loan, most 
firms impute an interest rate of something 
over the prime rate. I usually suggest 2 
points over prime or 125% of prime, 
whichever is greater. continued on page 64

EXECUTIVE SUMMARY
■ ONE OF THE PRINCIPAL reasons 
for low profitability in CPA firms is that 
owners pay too much attention to profit 
margin and not enough to profitability. 
Profit may be simple to calculate, but prof
itability is quite a bit more difficult. Mea
suring performance trends within a single 
firm based on profit margin alone can mis
lead when the staff-to-owner ratio and oth
er factors change from year to year.
■ TRUE PROFITABILITY IS the 

amount left over after properly allowing 
for the value of owners’ labor and capi
tal. This economic income is actually the 
owners’ return on their abilities to man
age and market the practice.
■ CPAs MAY BE surprised when they 
adjust their firms’ financial results to 
determine their true profitability, but 
the effort is worthwhile because it offers 
a realistic picture of how much owners 
are making.
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■ PROFITABILITY

Many firms keep their books on a cash 
basis for tax purposes and often for inter
nal reporting purposes. Accordingly, they 
do not recognize accounts receivable and 
unbilled work in process as assets. Never
theless, these are firm assets and owners 
must invest capital to carry them until 
they are billed (for work in process) and 
collected (for accounts receivable). For eco
nomic analysis purposes, firms should rec
ognize the value of these assets and the re
lated invested capital.

Converting net fees to standard fees. 
Weiner defines a firm’s product as $1 of 
service (measured at standard), however 
that unit of service is earned or provided 
and regardless of what it costs to produce 

it. This means firm revenue (in the sense of 
production) actually is standard fees, while 
reductions from that figure—whatever the 
cause—are operating costs. Firms that 
record net fees as revenue should gross up 
their fees to standard by adding back 
write-downs, which are shown as separate 
line items like any other controllable ex
penses. While this treatment is not in ac
cordance with recognized accounting prin
ciples, I refer here only to an analytical 
method, not to a firm’s externally present
ed financial statements.

Weiner says that adding allowances for 
owners’ salaries and interest on capital to 
firm costs and expenses makes all costs 
comparable. Standard time charges that

EXHIBIT 3
Firm profitability
Line Firm A Firm B Your firm

6 Average accrual-basis capital $1,375,000 N/A*

7 Interest rate 14.47% N/A

8 6 x 7 = interest on capital $198,963 $253,000

9 Net fees $9,172,000 $6,511,000

10 Write-downs (write-ups) 1,172,000 1,033,000

11 9+10 = standard fees $10,344,000 $7,544,000

12 Costs and expenses other 
than owners' salaries and 
interest on owners' capital 7,861,000 4,516,000

13 Owners' salaries (line 5 above) 1,140,975 714,564

14 Interest on capital (line 8 above) 198,963 253,000

15 12 + 13 + 14 = total
economic costs and expenses $9,200,938 $5,483,564

16 15 ÷ 11 x 100% = percentage
of standard fees 88.95% 72.69%

17 11-15 = economic
profit on standard fees $1,143,062 $2,060,436

18 17÷ 11 x 100% = percentage 
of standard fees 11.05% 27.31%

19 Write-ups (write-downs) 
(line 10 above) $1,172,000 $1,033,000

20 19 ÷ 17 X 100% = percentage
of economic profit 102.53% 50.14%

21 17 - 19 = economic income
(loss), or true profitability ($28,938) $1,027,436

22 21 ÷ 11 X 100% = percentage 
of standard fees (0.28%) 13.62%

*Firm B accrues interest on partners' capital at 3% over the prime rate. I used actual interest for the year. Calculation of
the average rate in effect was not necessary.
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EXHIBIT 4
Reconciliation of traditional profits
Average net income per owner, based on partnership GAAP

Line Firm A Firm B Your firm

23 Salary (line 3 above) $45,639 $31,068

24 8 ÷ 4 = interest on capital 7,959 11,000

25 21 ÷ 4 = economic income 
(loss), or true profitability (1,158) 44,671

26 23 + 24 + 25 = net income 
per owner (partnership GAAP) $52,440 $86,739

are not billed should be viewed as a bot
tom-line cost and not included in overhead 
since it costs the same to provide the ser
vice whether it’s billed or not.

ANALYZING FIRM PROFITABILITY __
Using these concepts, I developed several 
related worksheets to convert owners’ 
salaries and interest on capital to economic 
equivalents and to gross up revenue and 
show write-downs as controllable expenses.

I’ll use two firms of approximately equal 
size to illustrate how the worksheets work. 
Firm A has 245 personnel (including part
ners, professional staff and support staff) 
and firm B has 253. Exhibit 1 on page 62 in
cludes selected financial information for 
both and a column for firms to supply their 
own information.

Exhibit 2 on page 62 calculates the fair 
market value of owners’ salaries. As an ex
ample, employee billing rates were calcu
lated using the following method:
Total compensation $38,975
Divided by estimated 

chargeable hours 1,450
Equals cost per chargeable hour $26.88
Times billing multiple  3
Equals target rate $80.64
Actual billing rate used $80.00

Dividing the $80 hourly rate by the 
$38,975 annual compensation yields an ac
tual billing multiple of 0.00205. We approx
imated the fair market value of partners’ 
compensation by inverting the firm’s 
billing rate formula and dividing the aver
age partner billing rate by the 0.00205 staff 
multiplier factor. The average partner 
billing rate of $93.56 indicated a salary 
equivalent of $45,639.

Exhibit 3 on page 64 calculates true 
profitability.

If these firms operated on a true one- 
third salaries, one-third overhead and one- 
third profit model, the operating cost fig
ure on line 16 would be 66.67% and the 
profit percentage on line 18 would be 
33.33%. For many CPAs, performing the 
calculation for their firms may bring on a 
sick feeling in the pit of their stomachs. 
Further, firm A is losing all of its profits 
and firm B is losing half its profits in write
downs. The actual economic profit remain
ing on line 22 is an unpleasant surprise.

Exhibit 4, above, reconciles economic- 
model profitability to traditional partner
ship GAAP profits.

My worksheet expresses profits (eco
nomic income) as a percentage of standard 
fees, viewing write-downs as a cost-man
agement indicator. Partnership GAAP ex
presses profits as a percentage of net fees, 
operating on the philosophy that write
downs are pricing decisions. As a result, 
the revenue denominator for percentage 
calculations for this model is different from 
that used in the traditional method. Firm 
A’s profit margin using the traditional 
method is 14.29%. After allowing for own
ers’ salaries and interest and treating 
write-downs as costs, I determined that 
profitability (true economic income) was 
actually a loss. Firm B’s profit margin is 
30.64% using the traditional method, but 
economic income is only 13.62% using the 
Weiner model.

DISAPPEARING MARGINS___________
After completing this analysis, most CPAs 
are surprised to discover that their com
fortable profit margins quickly disappear. 
However, this realization can help practi
tioners reorient their thinking about prof
itability and make needed changes in their 
practices. ■
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COSTS AND BENEFITS 
OF PERSONAL FINANCIAL 
PLANNING ACCREDITATION

Approximately 750 CPAs have 
completed the requirements for the 
American Institute of CPAs per
sonal financial specialist (PFS) 
designation as of July 1. Yet there 
are about 7,500 members of the 
AICPA personal financial plan
ning division, 80% of whom hold 
no PFP accreditation. This 
month, Joseph G. Donelan, CPA, 
PhD, assistant professor of ac
counting, University of Northern 
Colorado, Greeley, reports on the 
results of a study he conducted to 
find out what those 80% know 
about financial planning accredi
tation and how they view its costs 
and benefits.

■ ONLY ABOUT 600 of the 
7,500 members of the AICPA 
PFP division hold currently the 
PFS designation.
■ A SURVEY OF PFP division 
members without the PFS re
vealed 80% had no financial 
planning accreditation and 37% 
did not wish to obtain one.
■ THE CFP DESIGNATION 
was more popular with survey 
respondents because they were 
more familiar with it and be
lieved it to be more widely rec

Among PFP practitioners, there 
are two dominant professional cer
tifications: the certified financial 
planner (CFP) designation granted 
by the International Board of 
Standards and Practices for Certi
fied Financial Planners, Inc., and 
the PFS designation. Yet, more 
CPAs hold the CFP designation 
than hold the PFS. Why?

SURVEY RESULTS
A survey was mailed to a random 
sample of 1,500 PFP division mem
bers. Exhibit 1, page 110, shows a 
breakdown according to the 
group’s accreditation status or de
sire to obtain accreditation.

Among those not certified as fi
nancial planning specialists, there 
was a slight preference for the 
CFP. The CFP’s popularity may

ognized than the PFS. About 
900 CPAs currently are CFPs.
■ AMONG THE requirements 
that deter CPAs from obtaining 
the PFS designation were the 
examination and experience re
quirements. A perception of in
creased legal liability also was a 
negative factor.
■ MOST PFS DESIGNEES be
lieved the designation enhanced 
their image, improved their 
skills and made them more com
petitive with other planners.

Copyright © 1993 by the American Institute of Certified Public Accountants, Inc.
Opinions of the authors are their own and do not necessarily reflect the policies of
the AICPA.

.  EXECUT IVE  SUMMARY
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EXHIBIT 1
Composition of PFP 
sample group

be due to its familiarity. Exhibit 2, 
above right, shows respondents 
were more familiar with the CFP 
and thought it was more widely 
recognized, even though a majority 
believed the PFS has more rigor
ous entry requirements.

ACCREDITATION COSTS
A second survey was mailed to 
CPAs who hold the PFS designa
tion (the “PFS group”). The sur
vey provides information about 
how accredited CPAs view the 
PFS designation’s costs and bene
fits. The views of accredited CPAs 
are compared to those of nonac
credited CPAs who wanted to ob
tain the PFS designation, showing 
the relative level of optimism 
among potential PFS candidates.

Accredited CPAs were asked to 
assess the benefits and costs (obsta
cles) resulting from accreditation; 
those who wanted the PFS were 
asked to assess the benefits and 
costs if they became accredited.

Exhibit 3, at right, summarizes 
both groups’ responses to ques
tions about the six-hour PFS 
exam, the exam fee and the experi
ence requirement. (Exam candi
dates must have 250 hours of PFP 
experience in each of the three 
years preceding the exam.)

■ The PFS group rated the exam 
as the most significant obstacle.

EXHIBIT 2
Views of CFP and PFS
Sample group: PFP division members who held no certification

■ The group wanting a PFS 
designation rated the experience 
requirement as the most signifi
cant obstacle.

■ The exam fee appears to be 
less of an obstacle for both groups.

Exhibit 4, page 111, summarizes 
responses to questions about legal 
liability and promotion of the PFS 
designation.

■ Thirty-seven percent of the 
PFS group believed their legal lia
bility had increased. (Although not 
shown in exhibit 4, an equal per
centage of the PFS group believed 
it had not.)

■ Of those who wanted a PFS 

EXHIBIT 3
CPAs' assessment of accreditation costs

Very insignificant Very significant

designation, 31% thought liability 
insurance premiums would in
crease. This might be overly pes
simistic; only 6% of the PFS group 
said their premiums had increased.

■ The group wanting a PFS des
ignation was slightly more con
cerned with state restrictions on 
their ability to promote their certi
fication than was the PFS group.

ACCREDITATION BENEFITS
Both survey groups, those who 
held the PFS and those who want
ed the designation, were asked 
whether they agreed with nine 
statements about the potential
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EXHIBIT 4
CPAs' assessment of accreditation costs

benefits of specialization. Respon
dents viewed five benefits favor
ably. At least 42% in both groups 
agreed with each statement and 
said accreditation had

■ Enhanced their professional 
image.

■ Improved their skills and ex
pertise.

■ Helped them compete more ef
fectively with non-CPAs offering 
PFP services.

EXHIBIT 5
CPAs' assessment of 
accreditation cost
benefit relationship

Percentage of those who 
believed the benefits equaled 
or exceeded the cost:

■ Helped them compete more ef
fectively with small and medium
sized CPA firms.

■ Helped local firms by providing 
public recognition and credibility.

Responses to the next four 
statements were mixed:

■ The designation resulted in in
creased referral business.

■ Accreditation helped in devel
oping closer ties with other CPAs 
who specialize in PFP.

■ Hourly billing rates increased 
because of the designation.

■ Gross billings increased be
cause of the designation.

The PFS group tended to dis
agree with these statements, sug
gesting they did not view them as 
significant accreditation benefits; 
the group wanting PFS accredita
tion tended to agree with the 
statements.

For all nine statements the group 
that wanted the PFS designation 
had a more positive attitude than 
did the group that held the PFS.

OVERALL ATTITUDES
A third AICPA-member group 
was segregated to help analyze 
overall attitudes: PFP division 
members who had no accreditation 
and did not want to obtain one.

Exhibit 5, at left, shows those 
who wanted PFS accreditation had 
the most optimistic view of the 
cost-benefit relationship. As ex
pected, the lowest rating came 
from those neither holding nor 
wanting the PFS accreditation; 
they also perceived both the expe-
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rience requirement and the poten
tial increase in legal liability as 
greater costs than did the PFS 
group. These results may explain, 
at least in part, why the former 
group had no interest in seeking 
accreditation.

POSITIVE ATTITUDES
Most PFS designees had a positive 
overall attitude toward the desig
nation, believing it enhanced their 
image, improved their skills and 
made them more competitive. 
Moreover, 82% said they would go 
through the certification process 
again, given what they knew about 
the program.

Requirements that deter CPAs 
from obtaining the PFS designa
tion included the experience re
quirement and the exam. Another 
explanation for the slow growth in 
the number of PFS candidates was 
competition from the CFP desig
nation. The CPAs most likely to 
pursue accreditation view the CFP 
as more prestigious and widely 
recognized.

The group surveyed may have 
preferred the CFP because it has 
been around longer and more 
CPAs have earned it. ■

PFS EXAM INFORMATION

The PFS exam is offered 
twice each year—in conjunc
tion with the annual PFP 
technical conference in Janu
ary and at testing sites na
tionwide in September. The 
next nationwide exam will be 
January 9, 1994. For more in
formation on the PFS accred
itation program or the PFS 
exam, write the Personal Fi
nancial Planning Division, 
AICPA, Harborside Finan
cial Center, 201 Plaza III, 
Jersey City, NJ 07311-3881, 
or call 1-800-862-4272, menu 
item 5. Applicants will re
ceive the PFS Candidate’s 
Handbook, an application for 
the PFS exam and other 
background information.
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ARTICLE: ALPHABET SOUP: FINANCIAL PLANNING DESIGNATIONS
AND WHAT THEY MEAN

ALPHABET SOUP: 
FINANCIAL PLANNING 
DESIGNATIONS AND 
WHAT THEY MEAN

Which PFP designation is right for you?

by Susan W. Eldridge and Kevin S. Barrett

I In these days of wary consumers, clients 
usually shop around for personal financial 
planning services. As a result, CPAs must 
recognize they are competing with other 
qualified planners. Comprehensive financial 
planning has many aspects, including in
vestment planning, risk management and 
retirement and estate planning. This means 
other professionals—investment advisers, 
stock brokers and insurance agents—also 
offer PFP services to their clients.

These advisers may hold PFP certifica
tions or designations. Since the American 
Institute of CPAs personal financial spe
cialist designation is relatively new—the 
AICPA instituted the PFS designation in 
1987—many CPAs hold one or more of the 
other available PFP certifications. Under
standing the competition may help CPA 
planners market their services better. It 
also may help them decide if obtaining one 
or more of these designations will enhance 
their professional expertise.

This article describes the PFS and the

SUSAN W. ELDRIDGE, CPA, is a PhD student and 
research assistant at the University of North Caroli
na at Chapel Hill. She is a member of the American 
Institute of CPAs and the North Carolina Associa
tion of CPAs. KEVIN S. BARRETT, CPA, PhD, is 
assistant professor of accounting, Walker College of 
Business, Appalachian State University, Boone, 
North Carolina. 

three other well-known PFP designations— 
the certified financial planner (CFP), the 
chartered financial consultant (ChFC) and 
the chartered financial analyst (CFA)—in 
terms of the education, experience and test
ing requirements for obtaining and main
taining each. The exhibit on page 82 summa
rizes the requirements for each, and the 
sidebar on page 84 explains how CPAs can 
obtain additional information.

PERSONAL FINANCIAL SPECIALIST
The PFS designation has been awarded to 
nearly 800 CPAs since 1987. After identify
ing the need to accredit accounting special
ties, the AICPA chose financial planning as 
the first such specialty and established the 
PFS program to accredit CPA financial 
planners. Only licensed CPAs can obtain 
the designation.

To earn the PFS designation, a candi
date must

■ Hold a valid and unrevoked CPA cer
tificate.

■ Be an AICPA member.
■ Have at least 250 hours of experience 

per year for the preceding three years be
fore taking the exam in the six specified 
PFP subject areas (listed below).

■ Submit a written statement of intent 
in order to comply with all reaccreditation 
requirements.

Copyright © 1994 by the American Institute of Certified Public Accountants, Inc.
Opinions of the authors are their own and do not necessarily reflect the policies of
the AICPA.
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■ Pass the PFS exam.
■ Submit six references (three from 

clients and three from other professionals) 
to substantiate experience.

The PFS program does not have a spe
cific course of study for candidates. The 
emphasis is on CPAs’ PFP experience, 
which must be in six planning areas:

1. Personal financial planning process.
2. Personal income tax planning.
3. Risk management.
4. Investment planning.
5. Retirement planning.
6. Estate planning.
The six-hour PFS exam is offered twice 

a year (in January and September). It is 
composed of multiple-choice questions 
(50%), objective-format (other than multi
ple-choice) questions (25%) and case-study 
questions (25%). Since no partial credit is 
given, CPAs must retake the entire exam 
if they do not earn passing scores. The Per
sonal Financial Specialist (PFS) Candi
dates Handbook provides information for 
candidates preparing to take the exam. It 
includes a content specification outline list
ing the areas covered and the weight of 
each on the exam. Sample exam questions, 

a list of useful reference materials and 
exam-taking suggestions also are provided.

Once CPAs earn PFS designations, they 
must go through the reaccreditation 
process every three years. Reaccreditation 
ensures practitioners continue to perform 
PFP by requiring at least 750 hours of 
PFP experience and at least 72 hours of 
PFP continuing professional education 
during the three-year period. Additional 
reaccreditation requirements include main
taining AICPA membership and a valid 
CPA certificate, submitting a written 
statement of intent to continue to comply 
with reaccreditation requirements and 
completing an internal practice review 
questionnaire.

The AICPA, through its PFP division, 
provides practitioners with CPE, market
ing and technical support. To provide guid
ance on the responsibilities of CPAs offer
ing financial planning services, the PFP ex
ecutive committee issued three statements 
on responsibilities in personal financial 
planning practice (SRPFP) including 
SRPFP no. 1, Basic Personal Financial 
Planning Engagement Functions and Re
sponsibilities, SRPFP no. 2, Working With 
Other Advisers, and SRPFP no. 3, Imple
mentation Engagement Functions and Re
sponsibilities. (See “Working With Other 
Advisers to Provide PFP Services,” page 
86, for a discussion of SRPFP no. 2.)

As CPAs, holders of the PFS designa
tion must abide by the AICPA Code of 
Professional Conduct, which requires 
CPAs to serve the public interest, perform 
responsibilities with integrity and due care 
and maintain objectivity and independence.

CERTIFIED FINANCIAL PLANNER
The CFP designation was first awarded in 
1972 by the College for Financial Planning 
in Denver. In 1985, the International 
Board of Standards and Practices for Cer
tified Financial Planners (IBCFP) assumed 
responsibility for overseeing the CFP ex
amination process and awarding CFP li
censes. Currently, there are over 23,000 li
censed CFPs, some of whom are CPAs.

To qualify for the CFP license, candi
dates must

■ Complete a financial planning educa
tion program registered with the IBCFP.

■ Pass the IBCFP comprehensive certi
fication examination.

■ Have related work experience (the 
number of years varies with the level of 
education).

■ Sign the IBCFP declaration to uphold 
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the IBCFP Code of Ethics and Profession
al Responsibility.

The IBCFP maintains a list of registered 
education programs. Some are bachelor’s or 
master’s degree programs at colleges and 
universities around the country. Many oth
ers are certificate programs in financial 
planning and are designed specifically to 
prepare applicants for the CFP exam. The 
most well-known certificate program is the 
CFP professional education program of
fered by the College for Financial Planning. 
This is a six-part, self-study program that 
usually takes two years to complete. It is 
possible, however, for students to accelerate 
the program and complete it in one year.

The CFP comprehensive certification 
exam is a two-day, 10-hour exam and is of
fered twice each year (in February and 
July). It includes multiple-choice questions, 
matching items and case problems or prob
lem sets with multiple-choice responses. 
The six areas covered are

1. Fundamentals of financial planning.
2. Insurance planning.
3. Investment planning.
4. Income tax planning.
5. Retirement planning and employee 

benefits.
6. Estate planning.
As is the case with the PFS exam, no 

partial credit is given; a failing score means 
the entire exam must be retaken. In its 
General Information Booklet, the IBCFP 
provides a detailed topic outline and a list 

of publications that may help candidates 
prepare for the exam.

The experience requirements for CFP 
licensure depend on the candidate’s level of 
formal education. The basic requirement is 
three years of PFP-related experience for 
those who have an undergraduate degree 
(in any major) from an institution accredit
ed by one of the six regional accreditation 
agencies and who have completed a PFP 
curriculum registered with the IBCFP. 
Candidates with undergraduate degrees in 
financial planning from IBCFP-registered 
institutions need two years of experience. 
Only one year of experience is required for 
individuals with graduate degrees in busi
ness or consumer economics or J.D. de
grees from accredited institutions. Four 
years’ experience is required of those who 
have associate’s degrees in business from 
accredited institutions and who complete 
an IBCFP-approved curriculum. Even can
didates with no college education may be
come CFPs if they have five years of finan
cial planning experience and complete an 
IBCFP-approved curriculum.

Maintaining the CFP license requires 30 
hours of CPE every two years, annual li
cense renewal and a signed statement dis
closing any ethics violations, legal proceed
ings, etc. The IBCFP enforces its Code of 
Ethics and Standards of Practice and can 
suspend or revoke the license of any CFP 
who violates the code. The code requires 
CFPs to abide by the principles of integri-

EXECUTIVE SUMMARY
■ AS CONSUMER INTEREST in per
sonal financial planning grows, planners’ 
interest in obtaining one or several finan
cial planning designations is on the rise.
■ THE PERSONAL FINANCIAL 
specialist (PFS) designation has been 
awarded to nearly 800 CPAs by the 
American Institute of CPAs. Candidates 
must meet experience requirements, 
pass an exam and submit client and pro
fessional references.
■ OVER 23,000 INDIVIDUALS hold 
the certified financial planner (CFP) 
designation granted by the Internation
al Board of Standards and Practices for 
Certified Financial Planners. Candi
dates must complete a financial plan
ning education program, pass a compre
hensive exam and have related work 
experience.

■ THE AMERICAN COLLEGE has 
granted more than 23,000 financial profes
sionals the chartered financial consultant 
(ChFC) designation. Candidates must 
pass 10 financial planning courses and 
have three years’ business experience.
■ THE CHARTERED FINANCIAL 
analyst (CFA) designation has been 
awarded to some 14,500 investment pro
fessionals by the Institute of Chartered 
Financial Analysts. Candidates must 
have bachelor’s degrees or equivalent 
experience, pass three exams and have 
at least three years’ experience as finan
cial analysts.
■ THE PFS, CFP AND ChFC designa
tions all have continuing education re
quirements for designees. All four desig
nations, including the CFA, hold de
signees to a strict code of ethics.
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Summary of designation requirements

PFS CFP

Examination Comprehensive 6-hour 
exam; no partial credit

Comprehensive 2-day, 
10-hour exam; no partial credit

Experience 250 hours per year for the preceding
3 years in financial planning

3 years in financial 
planning (varies with education)

Education/study 
program

No required study program; 
higher education as required 
by state boards of accountancy

Bachelor's or master's degree and 
International Board of Standards and 
Practices for Certified Financial 
Planners (IBCFP)-approved financial 
planning program (varies with experience)

References 3 from clients and 3 from 
other professionals

None

Code of ethics AICPA Code of Professional Conduct IBCFP Code of Ethics and 
Professional Responsibility

Other Valid CPA license; AICPA membership; 
statement of intent to comply with 
reaccreditation requirements

None

Continuing 
professional 
education

72 hours in PFP every 3 
years (also 750 hours of
PFP experience every 3 years)

30 hours every 2 years

ChFC CFA

Examination
 

2-hour exams for each 
of the 10 courses; 
no comprehensive exam

3 comprehensive exams, 
each 6 hours;
must be passed sequentially

Experience 3 years of business experience 
(undergraduate or graduate degree 
may qualify for 1 year)

3 years as a financial analyst

Education/study 
program

10 courses through the 
American College

CFA study and examination 
program; bachelor's degree or 
equivalent in experience

References None 3 from investment professionals

Code of ethics Code of Ethics of the 
American College

Association for Investment 
Management and Research Code 
of Ethics and Standards 
of Professional Conduct

Other None Membership in a Financial Analysts 
Federation society

Continuing 
professional 
education

60 hours every 2 years 
(for those enrolled after 
July 1, 1989)

Voluntary
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ty, objectivity, competence, fairness, confi
dentiality and professionalism.

CHARTERED FINANCIAL CONSULTANT
The ChFC designation has been awarded 
since 1982 to over 23,000 financial consul
tants by the American College in Bryn 
Mawr, Pennsylvania. The ChFC often is 
associated with the chartered life under
writer (CLU) designation, also granted by 
the American College. Since the CLU is an 
insurance designation, those who hold 
both usually have insurance backgrounds. 
The American College also offers degree 
programs for a master of science in finan
cial services and a master of science in 
management.

Candidates for the ChFC designation 
must

■ Pass 10 courses.
■ Have three years of business experience 

immediately preceding the date of the desig
nation (an undergraduate or graduate degree 
may qualify for one year of experience).

■ Abide by the American College Code 
of Ethics.

The ChFC program consists of eight re
quired and two elective courses, which can 
be taken through self-study or formal 
classes. Required courses include

1. Financial planning fundamentals.
2. Income taxation.
3. Life and health insurance.
4. Investments.
5. Wealth accumulation planning.
6. Estate planning.
7. Financial planning applications.
8. Retirement planning.
Students with certain professional des

ignations may apply for a transfer of credit 
for certain courses. In particular, CPAs 
may be allowed credit for the income taxa
tion course.

To complete each required course, can
didates must pass a two-hour objective 
exam. Exams can be taken on a computer 
or with paper and pencil. Computer exams 
are available year-round; however, tradi
tional exams for most courses are given 
only once each year. Candidates are al
lowed one year to retake failed exams be
fore having to reregister and pay full tu
ition again. There is no final comprehensive 
exam for ChFCs; only the 10 individual 
course exams must be passed. Once candi
dates earn ChFC designations, they can 
earn CLU designations by passing three 
additional required courses. Likewise, 
CLUs can earn ChFCs by passing three 
additional courses.

CLUs and ChFCs enrolled in the pro
gram after July 1, 1989, are required to 
complete 60 hours of CPE every two years. 
Those who enrolled before that date can 
choose to participate voluntarily in the pro
fessional achievement in continuing educa
tion program. The Code of Ethics, adopted 
in 1984, applies to all students in the ChFC 
and CLU programs who matriculated on 
July 1, 1982, or later and to earlier matricu
lants who consent voluntarily to abide by it. 
The code requires designees to render the 
same service to clients they would apply to 
themselves, to act with honor and dignity 
and to maintain a high level of professional 
competence through continued studies. 
Sanctions for code violations include tempo
rary or permanent suspension of the right 
to use the ChFC or CLU designation.

CHARTERED FINANCIAL ANALYST___
The CFA designation has been awarded to 
some 14,500 investment professionals by the 
Institute of Chartered Financial Analysts 
(ICFA) in Charlottesville, Virginia, since 
1963. The ICFA defines “financial analyst” 
as a person who “has spent and/or is spend
ing a substantial portion of his/her profes
sional time collecting, evaluating or apply
ing financial, economic and related data for 
direct application to the investment 
process.” CFAs are more often securities 
analysts, portfolio managers and invest
ment advisers than personal financial plan
ners. However, in using a team approach to 
financial planning one might consider hav
ing a CFA assist with investment planning.

To earn CFAs, candidates must
■ Have a bachelor’s degree or the equiv

alent in professional work experience.
■ Complete the registration and enroll

ment form to enter the CFA study and 
examination program and pay the re
quired fees.

■ Provide three acceptable references 
from investment professionals.

■ Sequentially pass the level I, level II 
and level III exams.

■ Have at least three years of experi
ence as financial analysts.

■ Have evidenced a high level of profes
sional, financial, business and personal 
conduct.

■ Have applied for membership or be a 
member of a constituent Financial Ana
lysts Federation society.

■ Comply with the Association for In
vestment Management and Research Code 
of Ethics and Standards of Professional 
Conduct.



MANAGING FOR PROFITABILITY 4-57

■ PFP DESIGNATIONS

The CFA study program basically is one 
of independent or self-study. Candidates 
use the ICFA study guides and required 
textbooks and readings to learn the body of 
knowledge and prepare for the exams. The 
body of knowledge includes seven major 
topic areas:

1. Ethical and professional standards.
2. Financial accounting.

WHERE TO GET MORE INFORMATION

The following publications and associations provide informa
tion on financial planning certifications. These organizations 
also provide lists of planners holding their designations.

Personal Financial Specialist (PFS)
Candidates Handbook

American Institute of CPAs
Personal Financial Planning Division
Harborside Financial Center
201 Plaza III
Jersey City, New Jersey 07311-3881 
1-800-TO-AICPA

The CFA Candidate Program 
Instructions for Registration and Enrollment 
Association for Investment Management and Research 
Department of Candidate Programs
5 Boar’s Head Lane
P.O. Box 3668
Charlottesville, Virginia 22903-0668
(804) 980-3668

Annual Catalog
College for Financial Planning 
4695 South Monaco Street
Denver, Colorado 80237-3403
(303) 220-1200

IBCFP General Information Booklet
IBCFP Code of Ethics and Professional Responsibility 
International Board of Standards and Practices for

Certified Financial Planners
1660 Lincoln Street
Suite 3050
Denver, Colorado 80264
(303) 830-7543

Action Information Guidelines for CLU/ChFC Studies 
The American College Code of Ethics
The American College
270 South Bryn Mawr Avenue
Bryn Mawr, Pennsylvania 19010 
(215) 526-1000

3. Quantitative analysis.
4. Economics.
5. Fixed -income securities analysis.
6. Equity securities analysis.
7. Portfolio management.
The exams are structured in four func

tional areas representing the steps in the 
investment decision-making process. Level 
I covers tools and inputs for investment 
valuation and management. Level II cov
ers asset valuation. Level III covers port
folio management and asset allocation. The 
fourth area, ethical and professional stan
dards, is included in all three levels.

Candidates must pass three comprehen
sive exams sequentially. The six-hour ex
ams are given annually on the first Satur
day in June, and candidates can take only 
one exam each year. Thus, the study and 
examination process takes at least three 
years to complete. Candidates spend about 
160 hours preparing for each exam. The 
level I exam uses multiple-choice, prob
lems and short essay questions. Levels II 
and III use problems, cases and essays. 
Candidates must sit for the first exam 
within three years of initial registration 
and complete all three exams within seven 
years. If these deadlines are not met, can
didates must reregister but do not have to 
retake any previously passed exams.

CFAs must comply with the Association 
for Investment Management and Research 
Code of Ethics and Standards of Profes
sional Conduct. The code requires financial 
analysts to conduct themselves with in
tegrity and dignity, act in a professional 
and ethical manner, act with competence, 
use proper care and exercise independent 
professional judgment. The Standards of 
Professional Conduct include provisions for 
disclosure of conflicts, additional compen
sation arrangements and referral fees. 
Also, financial analysts must preserve the 
confidentiality of client information and 
maintain independence and objectivity. 
Noncompliance with the code and stan
dards subjects CFAs to disciplinary sanc
tions, which may include suspension or re
vocation of the CFA charter. Currently, 
CPE is not mandatory; however, voluntary 
CPE is encouraged.

BASIC REQUIREMENTS________________
In marketing their services, financial plan
ners should consider which designation or 
combination of certifications they need. 
Providing high-quality professional ser
vices is possibly the best marketing and 
practice tool financial planners can have. ■
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PROFESSIONAL STANDARDS

1. INTRODUCTION

.01 This chapter describes AICPA professional literature applicable to PFP engagements. It is 
designed as educational and reference material for AICPA members and others interested in the 
subject. It is not intended to establish standards. (For a review of the authoritativeness of the 
applicable documents, see exhibit 5-1.) Like other publications issued by the PFP Division, it is 
nonbinding under rule 202 of the AICPA Code of Professional Conduct.

.02 CPAs should consult applicable AICPA professional standards when performing PFP services. 
The following professional rules, standards, guides, and statements on responsibility have particular 
relevance for the performance of PFP services.

• Code of Professional Conduct
• Statements on Responsibilities in Personal Financial Planning Practice (SRPFPs)
• Statements on Standards for Accounting and Review Services (SSARSs)
• Statements on Standards for Attestation Engagements (SSAEs), which include guidance 

related to financial forecasts and projections
• Statements on Standards for Consulting Services (SSCSs)
• Statements on Responsibilities in Tax Practice (SRTPs)
• Guide for Prospective Financial Information
• Personal Financial Statements Guide
• Statement of Position 82-1, Accounting and Financial Reporting for Personal Financial 

Statements
• Statement of Position 90-1, Accountants' Services on Prospective Financial Statements for 

Internal Use Only and Partial Presentations

This chapter summarizes some of the guidance involved in those documents. It is not intended to 
be a comprehensive discussion or to establish preferred practices. It also does not address the rules 
and regulations imposed by various state boards of accountancy. You should consult those 
provisions for the states in which you practice.

2. ETHICS: RULES OF PROFESSIONAL CONDUCT

Integrity and Objectivity

.01 AICPA Code of Professional Conduct (“Code”) rule 102 requires that in the performance of 
any professional service, a member shall maintain objectivity and integrity, shall be free of conflicts 
of interest, and shall not knowingly misrepresent facts or subordinate his or her judgment to others. 
Examples of such violations include the following:
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• Knowingly making, or permitting or directing another to make, false and misleading entries 
in an entity's financial statements or records (ET section 102.02).

• A conflict of interest may occur if a member performs a professional service for a client or 
employer and the member or his or her firm has a significant relationship with another 
person, entity, product, or service that could be viewed as impairing the member's 
objectivity. If this significant relationship is disclosed to and consent is obtained from such 
client, employer, or other appropriate parties, the rule shall not operate to prohibit the 
performance of the professional service. When making the disclosure, the member should 
consider rule 301, "Confidential Client Information" (ET section 102.03).

General Standards

.02 The general standards are described in Code rule 201 and apply to all members of the AICPA 
as a normal part of their professional services.

.03 Professional Competence. A member must provide only those professional services that the 
member or the member's firm can reasonably expect to complete with professional competence 
(interpretation under Code rule 201 [AICPA, Professional Standards, Vol. 2, ET sec. 201.02]).

.04 Due Professional Care. A member must exercise due professional care when performing 
professional services. In particular, certain minimum standards are necessary in each engagement; 
for example, checking to be sure that advice given is consistent with current law and regulation.

.05 Planning and Supervision. A member must adequately plan and supervise the performance 
of professional services. Proper planning enhances the productivity of the engagement personnel. 
Two commonly used planning documents are the planning memo and the planning checklist. Steps 
in planning engagements may include the selection of procedures appropriate to the individual 
circumstances, which will serve as a basis for developing recommendations and making planning 
decisions.

.06 Sufficient Relevant Data. A member must obtain sufficient relevant data to afford a 
reasonable basis for conclusions or recommendations in relation to any professional services 
performed. In the context of a PFP engagement, sufficient relevant data required to complete the 
engagement varies depending on the scope of the engagement. Professional judgment is required to 
determine what information is relevant to a PFP engagement. This is particularly important in PFP 
engagements because of the interrelationship of the technical topical areas.

Compliance With Standards

.07 Code rule 202 (AICPA, Professional Standards, Vol. 2, ET sec. 202) states that members are 
required to comply with standards for conducting professional services when standards are 
promulgated by bodies designated by AICPA Council. Currently, those bodies are—

• Financial Accounting Standards Board
• Governmental Accounting Standards Board
• Accounting and Review Services Committee
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• Auditing Standards Board
• Management Consulting Services Executive Committee

Confidentiality

.08 Clients expect that information about their personal finances will be kept confidential. Code 
rule 301 states that confidential client information shall not be disclosed without the specific consent 
of the client (ET section 301.01).

Contingent Fees

.09 Code rule 302 states that a member in public practice may have contingent fee arrangements 
in PFP engagements for a client for whom the member or the member's firm does not also perform:
(1) an audit or review of a financial statement or (2) a compilation of a financial statement when the 
member expects, or reasonably might expect, that a third party will use the financial statement and 
the member's compilation report does not disclose a lack of independence; or (3) an examination of 
prospective financial information. This prohibition applies during the period in which the member 
or the member's firm is engaged to perform any of the services listed above and the period covered 
by any historical financial statements involved in any such listed services.

.10 The rule itself provides the following definition of a contingent fee:

Except as stated in the next sentence, a contingent fee is a fee established for the 
performance of any service pursuant to an arrangement in which no fee will be 
charged unless a specified finding or result is attained, or in which the amount of 
the fee is otherwise dependent upon the finding or result of such service. Solely for 
purposes of this rule, fees are not regarded as being contingent if fixed by courts or 
other public authorities, or, in tax matters, if determined based on the results of 
judicial proceedings or the findings of governmental agencies.

A member's fees may vary depending, for example, on the complexity of services 
rendered.

.11 Additionally, a member in public practice shall not prepare an original or amended tax return 
or claim for a tax refund for a contingent fee for any client. An interpretation on contingent fees in 
tax matters (ET section 302.02) defines certain terms in rule 302 and provides examples of the 
application of the rule. The text of the definition of terms and examples follows.

Definitions of Terms

(a) Preparation of an original or amended tax return or claim for tax refund 
includes giving advice on events which have occurred at the time the advice is 
given if such advice is directly relevant to determining the existence, character, 
or amount of a schedule, entry, or other portion of a return or claim for refund.
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(b) A fee is considered determined based on the findings of governmental agencies 
if the member can demonstrate a reasonable expectation, at the time of a fee 
arrangement, of substantive consideration by an agency with respect to the 
member's client. Such an expectation is deemed not reasonable in the case of 
preparation of original tax returns.

Examples

The following are examples, not all-inclusive, of circumstances where a contingent fee 
would be permitted.

1. Representing a client in an examination by a revenue agent of the client's federal 
or state income tax return.

2. Filing an amended federal or state income tax return claiming a tax refund based 
on a tax issue that is either the subject of a test case (involving a different 
taxpayer) or with respect to which the taxing authority is developing a position.

3. Filing an amended federal or state income tax return (or refund claim) claiming 
a tax refund in an amount greater than the threshold for review by the Joint 
Committee on Internal Revenue Taxation ($1 million at March 1991) or state 
taxing authority.

4. Requesting a refund of either overpayment or interest or penalties charged to a 
client's account or deposits of taxes improperly accounted for by the federal or 
state taxing authority in circumstances where the taxing authority has established 
procedures for the substantive review of such refund requests.

5. Requesting, by means of "protest" or similar document, consideration by the 
state or local taxing authority of a reduction in the "assessed value" of property 
under an established taxing authority review process for hearing all taxpayer 
arguments relating to the assessed value.

6. Representing a client in connection with obtaining a private letter ruling or 
influencing the drafting of a regulation or statute.

The following is an example of a circumstance where a contingent fee would not be 
permitted:

1. Preparing an amended federal or state income tax return for a client claiming a 
refund of taxes because a deduction was inadvertently omitted from the return 
originally filed. There is no question as to the propriety of the deduction; rather 
the claim is filed to correct an omission.

Acts Discreditable

.12 Code rule 501 prohibits acts that are discreditable to the profession. Examples of such acts 
include the following:

• Retention of the client's records after demand is made for them (ET section 501.02).
• Negligence in the preparation of financial statements or records. This includes situations 

where a member, by virtue of his negligence, makes, or permits or directs another to 
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make, false and misleading entries in the financial statements or records of an entity (ET 
section 501.04).

Advertising and Other Forms of Solicitation

.13 Code rule 502 requires that advertising and other forms of solicitation not be false, misleading, 
or deceptive. ET section 502.03 states that prohibited advertising activities include those which:

• Create false or unjustified expectations of favorable results.
• Imply the ability to influence any court, tribunal, regulatory agency, or similar body or 

official.
• Contain a representation that specific professional services in current or future periods will 

be performed for a stated fee, estimated fee or fee range when it was likely at the time of 
the representation that such fees would be substantially increased and the prospective 
client was not advised of that likelihood.

• Contain any other representations that would be likely to cause a reasonable person to 
misunderstand or be deceived.

.14 Designations. A CPA who has the Personal Financial Specialist designation or other 
designations, such as a certified financial planner, may use the designation if the use of such a 
designation is permitted by the CPA's state board of accountancy.

.15 Third Party Efforts. Members may accept engagements obtained through the efforts of third 
parties, but are required to ascertain that these efforts are within the bounds of the rules of conduct. 
Because members receive benefits from the efforts of third parties, they are prohibited from using 
third parties to do what they are prohibited from doing. (ET section 502.06)

Commissions

.16 Code rule 503 states that a member in public practice shall not for a commission recommend 
or refer to a client any product or service, or for a commission recommend or refer any product or 
service to be supplied by a client, or receive a commission, when the member or the member's firm 
also performs for that client: (1) an audit or review of a financial statement; or (2) a compilation of 
a financial statement when the member expects, or reasonably might expect, that a third party will 
use the financial statement and the member's compilation report does not disclose a lack of 
independence; or (3) an examination of prospective financial information.

.17 This prohibition applies during the period in which the member is engaged to perform any of 
the services listed above and the period covered by any historical financial statements involved in 
such listed services.

.18 Disclosure of Permitted Commissions. A member in public practice who is not prohibited by 
this rule from performing services, or receiving a commission, and who is paid, or expects to be paid 
a commission, shall disclose that fact to any person or entity to whom the member recommends or 
refers a product or service to which the commission relates.
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.19 Referral Fees. According to rule 503, any member who accepts a referral fee for 
recommending or referring any service of a CPA to any person or entity or who pays a referral fee 
to obtain a client shall disclose such acceptance or payment to the client.

Form of Practice and Name

.20 Code rule 505 addresses the form of practice and name for members in the practice of public 
accounting. As explained in one of the interpretations of Rule 505, a member who holds out as a 
CPA and performs for a client any of the professional services included in the definition of the 
practice of public accounting (e.g., personal financial planning) must observe the Rules of Conduct 
in the operation of his or her business. A member in the practice of public accounting can 
participate in the operation of a separate business that offers financial planning services to clients 
if the member observes all of the Rules of Conduct in the operation of the separate business (ET 
section 505.03). Under Code rule 505 and ET Appendix B, members are allowed to choose the form 
of business in which to practice, provided it is allowed under state law, and conforms to Council 
Resolutions Concerning Form of Organization and Name.

Use of Personal Financial Specialist Designation

.21 Ethics Ruling 183 (AICPA, Professional Standards, Vol. 2, ET sec. 591.366) states when the 
PFS designation can be used [the Ethics Ruling was issued before the change of the name of the 
designation from Accredited Personal Financial Specialist (APFS) to Personal Financial Specialist 
(PFS)]. The PFS designation can be used on a firm's letterhead and in marketing materials if all 
partners or shareholders of the firm currently have the AICPA-awarded designation. In addition, 
the designation may be used after the name of an individual member who holds the designation.

3. STATEMENTS ON RESPONSIBILITIES IN PFP PRACTICE

.01 The PFP Executive Committee has issued five Statements on Responsibilities in Personal 
Financial Planning Practice (SRPFPs). They represent the considered opinion of the PFP Executive 
Committee of what it considers to be good practice in PFP engagements. The statements are not 
intended to establish a code of conduct in PFP practice. They are advisory and educational in nature 
and do not constitute enforceable technical standards. (See exhibits 5-2 through 5-6 for the text of 
the SRPFPs.)

4. STATEMENTS ON STANDARDS FOR CONSULTING SERVICES

.01 The Management Consulting Services (MCS) Executive Committee has issued a Statement on 
Standards for Consulting Services (SSCS). This statement provides guidance to enable members 
to comply with Code rule 201 within the context of consulting services. The SSCS provides broad 
general standards for all consulting services except engagements specifically to perform tax return 
preparation, tax planning/advice, tax representation, PFP or bookkeeping services. (See exhibit 5-7 
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for the text of the SSCS.) CPAs providing business valuation services as part of a PFP engagement 
should follow the SSCS as appropriate.

5. ATTEST SERVICES

.01 The focus of an attest service is to provide assurance on the reliability of a written assertion of 
another party, thus adding credibility to the written assertion. The focus of a PFP service is to 
provide advice or recommendations to a client. An attest service may be either required or desired. 
It may be performed instead of, or as part of, a PFP engagement. A client may desire assurance on 
a specific written assertion, or a third-party user of the assertion may require it.

.02 When the CPA's PFP work involves a personal financial statement or a prospective financial 
statement, the Statements on Standards for Accounting and Review Services (SSARSs) and the 
Statements on Standards for Attestation Engagements (SSAEs) may apply. The SSAEs (AICPA 
Professional Standards, Vol., 1 AT section 100), issued by the Auditing Standards Board and the 
Accounting and Review Services Committee, establish a broad framework for a variety of attest 
services. The attestation standards also apply to reports on investment performance statistics.

.03 SSAE No. 1 (AICPA, Professional Standards, Vol. 1, AT sec. 100.01) defines an attest 
engagement as “one in which a practitioner is engaged to issue or does issue a written 
communication that expresses a conclusion about the reliability of a written assertion that is a 
responsibility of another party." In general, PFP services do not meet the definition of an attest 
service because a CPA is usually not engaged to express and does not issue a written communication 
that expresses a conclusion with respect to the reliability of a written assertion that is the 
responsibility of another party. When a CPA provides services with respect to a financial statement 
or a prospective financial statement as part of a PFP engagement, a CPA may be performing both 
an attest and a PFP service. Guidance for the CPA's services with respect to a written financial plan 
is discussed below.

6. WRITTEN PERSONAL FINANCIAL PLANS

.01 Written personal financial plans may include personal financial statements, supplementary 
schedules of personal financial information, and prospective financial information, such as projected 
income and cash flow. If a written plan includes personal financial statements, the CPA should 
comply with the requirements of either SSARS 1, Compilation and Review of Financial Statements, 
or SSARS 6, Reporting on Personal Financial Statements Included in Written Personal Financial 
Plans, depending on the nature of the engagement. If a written plan includes prospective financial 
information, the CPA should comply with the requirements of the AICPA's SSAEs and the Guide 
for Prospective Financial Information (the Guide). The determination of which of those documents 
applies depends, in part, on whether the financial information will be used only to develop the 
client's personal financial plan or whether third parties also will use the information.
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7. PROSPECTIVE FINANCIAL INFORMATION

Guide for Prospective Financial Information

.01 The Guide provides information and guidance that is useful and relevant to providing PFP 
services. It serves as a basis for applying professional standards to engagements involving 
prospective financial information and provides guidelines for the preparation and presentation of 
financial forecasts and projections and for accountants' reports thereon. This section also derives 
guidance from Statement of Position (SOP) 90-1, Accountants' Services on Prospective Financial 
Statements for Internal Use Only and Partial Presentations, which provides guidance on reporting 
and preparation procedures.

.02 The Guide discusses three levels of service that can be performed for prospective financial 
information for general use, limited use, and internal use. The types of services are compilations, 
examinations, and applications of agreed-upon procedures. In PFP engagements, the client may be 
the only user of the prospective financial information, and it may be prepared for internal use. The 
Guide indicates that "Plain Paper" services (no report necessary) are appropriate for internal-use- 
only engagements. When a CPA includes a financial projection in a financial planning report or 
other written communication (for example, with a transmittal letter), a caveat that the prospective 
results may not be achieved and a statement that the financial projection is for internal use only 
should be communicated in writing.

Types of Prospective Financial Information

.03 Prospective financial information is extremely useful in formulating personal financial plans. 
When an accountant provides a financial plan to a client that includes prospective financial 
information, the accountant cannot report on the certainty of the outcome of the future events. To 
the extent that the CPA is associated with the prospective financial information, the report 
accompanying it must discuss the degree of association.

.04 Prospective financial statements are based on assumptions regarding future events; the 
assumptions are based on available information and judgment, which is based on history and plans. 
Financial information about the future may be presented as complete financial statements or limited 
to one or more elements or items.

.05 Forecasts. A financial forecast is rarely used in a PFP engagement. For information about 
forecasts see the Guide.

.06 Projections. A financial projection is a prospective financial statement that presents, to the best 
of the responsible party's knowledge and belief and given one or more hypothetical assumptions, an 
entity's expected financial position, results of operation, and changes in financial position. It is 
sometimes prepared to present one or more hypothetical courses of action for evaluation, as in 
response to "What would happen if...?" A projection, like a forecast, may contain a wide range of 
assumptions.
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.07 Projections can be based on many assumptions. A forecast, however, should be based on the 
assumptions and rationale that are most likely to be valid. Minimum presentation guidelines are pre
sented in paragraph 8.06 of the Guide. See exhibit 5-10 for the minimum presentation requirements.

.08 Partial Presentations. An accountant may be engaged to perform services on partial pre
sentations. SOP 90-1, part 2, describes how the guidance in the Guide applies to partial 
presentations and discusses the accountant's responsibility for partial presentations when he or she 
is engaged to issue or does issue a written communication that expresses a conclusion about the 
reliability of a written partial presentation. A partial presentation excludes one or more of the items 
required for prospective statements as described in paragraph 8.06 of the Guide. A projection of 
expected retirement expenses is an example of a partial presentation. (See exhibit 5-10 for the 
minimum presentation requirements of prospective financial statements.)

.09 Partial presentations are not ordinarily appropriate for general use. Accordingly, a partial 
presentation should not be distributed to third parties who will not be negotiating directly with the 
client. Negotiating directly is defined as the third-party user's ability to ask questions of and 
negotiate the terms or structure of the transaction directly with the client. Partial presentations are 
appropriate for personal financial plans because PFP engagements are generally limited-use 
situations.

.10 The following should be considered in performing services on partial presentations:

• Key Factors. The key factors affecting elements, accounts, or items of prospective 
financial statements that are interrelated with those presented should be considered.

• Titles. The title used for the partial presentation should describe the limited nature of the 
presentation and not state that it is a "financial forecast" or a "financial projection." 
Examples of appropriate titles are "projected college costs for each child based on current 
college cost" or "projected life insurance needs assuming your spouse will never work and 
all funds will be exhausted when your spouse reaches age 85."

• Materiality. The concept of materiality should be related to the partial presentation taken 
as a whole.

• Assumptions. Assumptions deemed to be significant to the partial presentation of 
prospective financial information should be disclosed.

• Introduction to Summary of Assumptions. The introduction preceding the summary of 
assumptions for a partial presentation should include a description of the purpose of the 
presentation and any limitations on the usefulness of the presentation.

.11 Accountant's Involvement With Partial Presentations. An accountant may be engaged to 
prepare a financial analysis of a potential investment transaction where the engagement includes 
obtaining the information, making appropriate assumptions, and assembling the presentation. In 
such circumstances, the analysis would not be appropriate for general use and should not be 
characterized as forecasted or projected information. This analysis may be deemed as a partial 
presentation only if the client adopts the assumptions.

.12 Types of Prospective Financial Statements Prepared. Educational funding and retirement 
planning computations are two types of prospective financial statements prepared for many PFP 
clients. When discussing retirement planning with a client, most CPAs would prepare a projection 
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because many different hypothetical assumptions might be considered. A hypothetical assumption 
is defined as an assumption used in a financial projection to present a condition or course of action 
that is not necessarily expected to occur but is consistent with the purpose of the projection. When 
developing an education-funding computation, the assumptions would be based on those situations 
that are most likely to occur, and a financial forecast may be prepared.

Services Performed on Prospective Financial Statements

.13 Compilation. Paragraph 12.01 of the Guide describes a compilation as a professional service 
that involves:

• Assembling, to the extent necessary, the financial forecast (or projection) based on the 
responsible party's assumptions.

• Performing the required compilation procedures, including reading the forecast (or 
projection) with the summaries of significant assumptions and accounting policies and 
considering whether they appear to be in conformity with the AICPA guidelines and are 
not obviously inappropriate.

• Issuing a compilation report.

A compilation is not intended to provide assurance on the statements or the underlying assumptions. 
The compilation involves considering the appropriateness of the statements and its conformity with 
the AICPA guidelines. The procedures in a compilation include making inquiries and performing 
certain procedures to determine the consistency of the assumptions, the preparation and presentation 
of the statement, and the adequacy of the disclosure, without seeking to verify supporting 
documents. Paragraphs 12.10 to 14.18 in the Guide provide guidance on engagements to compile 
a prospective financial statement.

.14 Examinations. Chapter 15 of the Guide describes examinations. Examinations of projections 
are rarely provided in a PFP engagement.

.15 Agreed-Upon Procedures. Paragraph 19.01 of the Guide describes an engagement to apply 
agreed-upon procedures to a financial forecast or a projection as a professional service as an 
engagement in which:

• The specified users participate in establishing the nature and scope of the engagement and 
take responsibility for the adequacy of the procedures to be performed by the CPA.

• The report indicates it is limited in use and intended solely for the specified users, 
enumerates the procedures performed, states the accountant's findings, and refers to 
conformity with the arrangements made with the specified users.

A prospective financial statement to which agreed-upon procedures are performed must include a 
summary of significant assumptions. Chapter 19 in the Guide describes the application of 
agreed-upon procedures to financial forecasts and projections.
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.16 Other Services. When the prospective financial statement is not reasonably expected to be used 
by third parties and the accountant is not engaged to compile, examine, or apply agreed-upon 
procedures, the accountant may provide consulting or assembly services for internal use only 
without reporting on the statements. SOP 90-1 provides optional and flexible guidance in such 
circumstances.

Guidelines for Preparing Prospective Financial Information

.17 When a CPA prepares a financial analysis of a potential investment transaction by obtaining the 
information, making appropriate assumptions, and assembling the presentation, this analysis may 
be deemed a partial presentation that is appropriate for limited use if the client reviews and adopts 
the assumptions and presentation.

.18 On many occasions, the CPA prepares every aspect of a projection, including development of 
the assumptions. In such circumstances, the CPA assumes many of the client's responsibilities and 
the analysis should not be characterized as forecasted or projected information. Accordingly the 
CPA should consider guidance for preparation of projections as well as for presentation and 
reporting on such statements. Chapter 6 of the Guide provides guidance for preparing prospective 
financial statements. Highlights of the guidance include the following:

• Prospective financial information should be prepared in good faith.
• Prospective financial information should be prepared with appropriate care by qualified 

personnel.
• Prospective financial information should be prepared using appropriate accounting 

principles.
• The process used to develop prospective financial information should provide for seeking 

out the best information that is reasonably available at the time.
• The information used in preparing prospective financial information should be consistent 

with the plans of the entity.
• Key factors should be identified as a basis for assumptions. Consider key factors affecting 

elements, accounts, or items of prospective financial statements that are interrelated with 
those presented. Key factors are those significant matters upon which the client's future 
results are expected to depend. These serve as the foundation for the projection.

• Assumptions used in preparing prospective financial information should be appropriate.
• The process used to develop prospective financial information should provide the means 

to determine the relative effect of variations in the major underlying assumptions.
• The process used to develop prospective financial information should provide adequate 

documentation of both the forecast (or projection) and the process used to develop it.
• The process used to develop prospective financial information should include, where 

appropriate, the regular comparison of the financial forecasts with attained results.
• The process used to develop prospective financial information should include adequate 

review and approval by the responsible party at the appropriate levels of authority.

For a discussion of each of these points, please refer to the Guide.
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Guidelines for Presenting Prospective Financial Information

.19 Refer to Chapter 8 of the Guide for presentation guidelines relevant to the CPA who will report 
on prospective financial information. Brief highlights of the presentation guidelines are presented 
below.

.20 Responsibility. The responsibility for preparation in conformity with the Guide for Prospective 
Financial Statements rests with the client. The accountant may make suggestions as to the form or 
content of the prospective financial statements, or he or she may draft them for the client.

.21 Title. The title used for the prospective financial information should describe the nature of the 
presentation. For example, for a projection the title should describe or refer to any significant hypo
thetical assumptions.

.22 Date. The date of completion of the preparation of the prospective financial information should 
be disclosed. Paragraph 8.29 of the Guide illustrates such a disclosure.

.23 Accounting Principles and Policies. A summary of significant accounting policies used in 
preparing the prospective financial information should be disclosed. Ideally, prospective financial 
statements and historical financial statements should be available to users on the same basis of 
accounting.

.24 Materiality. Materiality applies to prospective financial statements. Materiality is judged in 
light of the expected range of reasonableness of the information. Users should not expect 
information about events that have not yet occurred to be as precise as historical information.

.25 Assumptions. The disclosure of significant assumptions is essential to the reader's 
understanding of the financial projection. Paragraph 8.23 of the Guide states that assumptions 
disclosed should include the following:

• Sensitive assumptions—assumptions about which there is a reasonable possibility of the 
occurrence of a variation that may significantly affect the prospective results.

• Assumptions about anticipated conditions that are expected to be significantly different 
from current conditions, which are not otherwise reasonably apparent.

• Other matters deemed important to the prospective information or its interpretation.
• Hypothetical assumptions and whether the hypothetical assumptions are improbable.

.26 Particularly Sensitive Assumptions. The presentation should specify those assumptions 
having a high probability of variation that would materially affect the financial forecast. The 
material effect may result from either an assumption with a relatively high probability of a sizable 
variation or one for which the probability of a sizable variation is not as high but for which a small 
variation would have a large impact.

.27 Period to Be Covered. The client should consider the information needs of the users and the 
ability to estimate prospective results in determining the period to be covered.

¶ 7.27



PROFESSIONAL STANDARDS 5-13

.28 Distinguishing From Historical Financial Statements. The financial projections should be 
clearly labeled to preclude a reader from confusing them with the historical financial statements. 
When prior period information (such as historical results and financial forecasts from prior periods) 
is presented alongside the financial projections to facilitate comparison, it should be clearly labeled 
and distinguished from the financial projections.

Internal Use Only

.29 CPAs may be engaged to perform services on prospective financial information that is restricted 
to internal use only for a variety of circumstances, such as giving advice and assistance to the client 
on the possible consequences of proposed future actions. The CPA may provide any number of 
services, including compilation, examination, and agreed-upon procedures. Part 1 of SOP 90-1 
states that the CPA should consider the degree of consistency of interest between the responsible 
party and the user in deciding whether a potential use is "internal use." If the interests are substan
tially consistent (for example, both the responsible party and the user are employees of the entity 
about which the prospective financial statement is made), the use would be deemed internal use. 
Otherwise (where the responsible party is a nonowner and the user is an owner), the use would not 
be deemed internal use.

.30 If a financial projection is included in a written personal financial plan that is only for internal 
use, paragraph 9, part 1 of SOP 90-1 states that the communication should include a caveat that the 
prospective results may not be achieved and a statement that the financial forecast or projection is 
for internal use only.

.31 Report on Forecasts or Projections for Internal Use. If the CPA decides to issue a report and 
he or she purports to have compiled, examined, or applied agreed-upon procedures to a financial 
forecast or projections for internal use only in conformity with AICPA standards, the CPA should 
follow the reporting guidance in Chapter 14, 17, or 21, respectively, in the Guide. If the CPA 
decides to issue a report on other services performed with respect to a financial projection for 
internal use only, the report's form and content are flexible. However, the summary of significant 
assumptions should not be excluded from the projection. The report preferably would:

• Be addressed to the responsible party.
• Identify the statements being reported on.
• Describe the character of the work performed and the degree of responsibility taken with 

respect to the financial forecast or projection.
• Include a caveat that the prospective results may not be achieved.
• Indicate the restrictions as to the distribution of the financial projection and report.
• Be dated as of the date of the completion of his or her procedures.

.32 In addition to the elements listed above, the CPA's report on a financial projection for internal 
use only preferably would include a description of the limitations of the usefulness of the 
presentation. Where applicable, the CPA report would:

Indicate if the CPA is not independent with respect to an entity on whose financial 
projection he or she is providing services. The CPA should refuse to provide any 
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assurance on a prospective financial statement of an entity with respect to which he or she 
is not independent.

• Describe omitted disclosures that come to his or her attention or simply state that there are 
omissions of disclosures required under the guidelines for presentation of a financial 
projection. For example, when a financial projection is included in a personal financial 
plan, the description may be worded as follows: "This financial projection was prepared 
solely to help you develop your personal financial plan. Accordingly, it does not include 
all disclosures required by the guidelines established by the American Institute of 
Certified Public Accountants for a presentation of a financial projection."

.33 Illustrative Report. The following is an example of a report for a financial projection that has 
been assembled by the CPA for which distribution is limited to internal use.

We have assembled projections concerning your projected statement of financial 
condition and the related projected statement of changes on net worth, projected federal 
tax calculations, and projected estate tax calculations, from information provided by 
you. (The projected statement of financial condition omits the summary of significant 
accounting policies.1) We have not compiled or examined the projections and express 
no assurance of any kind on them. Further, there usually will be differences between 
the projected and actual results, because events and circumstances frequently do not 
occur as expected, and those differences may be material. In accordance with the terms 
of our engagement, this report and the accompanying projections are restricted to 
internal use by you and your advisers who are developing your financial plan and may 
not be shown to third parties for any purpose.

1 This sentence should be included if applicable.

8. REPORTING ON PERSONAL FINANCIAL STATEMENTS

Unaudited Personal Financial Statements

.01 CPAs engaged to compile or review financial statements included in a PFP engagement must 
comply with the SSARSs. If the CPA is engaged to compile or review information other than 
financial statements, the SSARSs do not apply. When a CPA is engaged to compile or review 
financial statements, the CPA should consider whether he or she should report in accordance with 
SSARS 1 or SSARS 6.

.02 Unaudited personal financial statements included in a financial plan are subject to either SSARS 
1 or SSARS 6. SSARS 6, Reporting on Personal Financial Statements Included in Written Personal 
Financial Plans, provides the accountant an exemption from reporting in accordance with SSARS 
1 when he or she submits a written personal financial plan containing unaudited personal financial 
statements to a client after he or she establishes with the client that the financial statements (1) will 
not be used for credit-granting purposes or for any other purposes other than developing goals and 
objectives, and (2) will be used exclusively to assist the client and his or her advisers to develop the 
goals and objectives. Interpretation of SSARS 6 (AICPA, Professional Standards, Vol. 2, AR secs. 
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9600.01—.03) makes it clear that an accountant can submit a personal financial plan containing 
unaudited financial statements to a client, to be used by the client, or the client's advisers to 
implement the personal financial plan. (See exhibit 5-9 for the text of SSARS 6 and the 
interpretation.) Examples include use of the plan by:

• An insurance broker who will identify specific insurance products.
• An investment adviser who will provide specific recommendations about the investment 

portfolio.
• An attorney who will draft a will or trust documents.

.03 To comply with SSARS 6, a report should note that the accompanying financial statement may 
be incomplete or may contain departures from generally accepted accounting principles (GAAP). 
Although most personal financial statements in personal financial plans generally include SSARS 
6 reports, some are subject to the requirements of SSARS 1, as amended.

.04 It is necessary to perform a SSARS 1 engagement when the financial statements will be used 
by a third party for credit purposes. The CPA may need to report under SSARS 1 if (1) the engage
ment does not meet the definitions of SSARS 6 or (2) the client engages the CPA to compile or 
review in accordance with SSARS 1.

.05 Because the purpose of including personal financial statements in personal financial plans is 
solely to assist in developing the client's personal financial plan, the statements frequently omit dis
closures required by GAAP and contain departures from GAAP or from an established other 
comprehensive basis of accounting (OCBOA) other than GAAP. SSARS 6 provides an exemption 
from SSARS 1, as amended, for such financial statements. The benefit of using SSARS 6 is that 
departures from GAAP do not need to be disclosed in the accountant's report.

.06 Under OCBOA, a CPA may prepare a financial statement on a tax basis or a cash basis. For 
example, doctors and other professionals frequently use the cash basis of accounting. For more 
practical information on OCBOA, see Technical Information for Practitioners Series (TIPS) No. 1, 
Other Comprehensive Bases of Accounting.

.07 Compilation and Review. The CPA follows the guidance in SSARS 1 if he or she is engaged 
to compile or review financial statements of a nonpublic entity. It is necessary to compile or review 
the financial statements if they are going to be used by third parties or to be relied on to obtain 
credit. The CPA must consider the guidance in SOP 82-1 if he or she is engaged to compile or 
review a financial statement. When a CPA performs a compilation or review of a financial state
ment to be included in a personal financial plan that fails to include all the required disclosures, a 
provision for estimated income taxes, or other departures from GAAP, the CPA should modify the 
standard report to disclose these departures.

Issuing Draft Personal Financial Statements

.08 A CPA frequently issues draft financial statements during a PFP engagement for review by the 
client prior to final issuance of the plan. The Accounting and Review Services Committee issued 
an interpretation (AICPA, Professional Standards, Vol. 2, AR secs. 100.61-62) noting that a CPA 
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should not submit draft financial statements without intending to submit those in a final form 
accompanied by an appropriate compilation or review report. The interpretation states that as long 
as the accountant intends to submit those financial statements in a final form and labels each page 
with words such as "Draft" or "Preliminary Draft," the accountant does not have to report in 
accordance with SSARSs with respect to those draft financial services.

Reporting When the Accountant Is Not Independent

.09 A CPA frequently is asked to compile or review personal financial statements when the CPA 
is not independent of the client. ET section 101 of the Code states that independence is considered 
impaired if a member or a member's firm had, for example, any of the following transactions, 
interests, or relationships:

• Had or was committed to acquire any direct or material indirect financial interest in the 
client's business

• Acted as a trustee of any trust or executor or administrator of any estate if such trust or 
estate had or was committed to acquire any direct or material indirect financial interest in 
the client or the client's business

• Had any loan to or from the client
• Acted in the capacity equivalent to that of the member of management or of an employee

.10 SSARS 1 states that if a CPA is not independent of the client, he or she is not precluded from 
issuing a report with respect to his or her compilation of financial statements for that client (AICPA, 
Professional Standards, Vol. 2, AR sec. 100.22). SSARS 1 further states that a CPA is precluded 
from issuing a report on his or her review of financial statements with respect to a client with respect 
to which he or she is not independent (AICPA, Professional Standards, Vol. 2, AR sec. 100.38). 
When issuing such a report on his or her compilation of financial statements the CPA should dis
close the lack of independence. However, the reason for the lack of independence should not be 
described. When the CPA is not independent, the last paragraph of the compilation report should 
include the following sentence: "I am (we are) not independent with respect to [client’s name]."

9. PREPARING PERSONAL FINANCIAL STATEMENTS

.01 In most PFP engagements, the analysis of the client's statement of financial condition is a key 
component in the development of the overall financial plan. The statement of financial condition 
provides information about the client's asset allocation, liquidity, leverage, and net worth.

The Personal Financial Statements Guide

.02 The Personal Financial Statements Guide provides information and guidance that is useful and 
relevant to providing PFP services. It serves as a basis for applying professional standards to 
engagements involving personal financial statements. The Personal Financial Statements Guide 
includes SOP 82-1. The Accounting Standards Executive Committee developed SOP 82-1 with the 
interests of the third-party users of the financial statements in mind. SOP 82-1 is generally used 
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for the preparation of financial statements if the client is seeking credit or if the client intends for 
third parties to use the financial information. A brief discussion of the guidance in SOP 82-1 
appears later in this section.

.03 When submitting and reporting on financial statements that will be used for PFP engagements 
in accordance with SSARS 6, CPAs may decide not to follow the guidance in SOP 82-1. Some of 
the guidance in Personal Financial Statements Guide and SOP 82-1 is helpful in PFP engagements 
even if personal financial statements are not issued to the client (for example, client acceptance 
procedures and the development of an understanding with the client). The presentation guidance, 
however, is often not economical for PFP engagements prepared in accordance with SSARS 6.

.04 The Personal Financial Statements Guide (paragraph 1.03, page 1) states that "some procedures 
are common to all personal financial statement engagements; for example:

• A decision is made whether to accept a prospective client.
• An understanding is reached with the client regarding the type of service to be rendered.
• Ordinarily information is gathered."

.05 Client Acceptance Procedures. The Personal Financial Statements Guide (paragraph 1.05, 
page 1) states that "[B]efore accepting an engagement involving personal financial statements, the 
accountant ordinarily would evaluate certain aspects of the potential client relationship." The factors 
to consider include:

• Facts that might bear on the integrity of the prospective client.
• His or her ability to serve the prospective client.
• Whether available accounting records or other data provide a sufficient basis for providing 

the services requested.

.06 The Personal Financial Statements Guide (paragraph 1.06, page 2) also notes that "the 
accountant may want to consult predecessor accountants or auditors, attorneys, bankers, and others 
having business relationships with the individuals regarding facts that might bear on the integrity 
of the prospective client."

.07 Understanding With the Client. Understanding with the client is described in many areas of 
professional literature. The Personal Financial Statements Guide (paragraph 1.11, page 3) states 
that, "Once the accountant has decided to accept an engagement involving personal financial 
statements, he should establish an understanding with the client, preferably in writing, regarding the 
services to be performed and the terms and objectives of the engagement." SSARS 1 (AICPA, 
Professional Standards, Vol. 2, AR sec. 100.08) adheres to those same thoughts and adds that the 
"understanding should include a description of the nature and limitation of the services to be per
formed and a description of the report the accountant expects to render."

.08 Level of Knowledge. The Personal Financial Statements Guide states that professional 
standards require the accountant to attain a certain level of knowledge of the client's financial 
activities. That knowledge relates to the individual's financial transactions, accounting methods, 
sources of information, and the form and content of the financial statements.
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.09 Gathering Information. The Personal Financial Statements Guide suggests that it may be 
necessary to obtain information from outside sources such as bankers, financial consultants, and 
attorneys who may know about the client's financial affairs (paragraph 1.16, page 3). A list of 
possible sources of information is included in appendix B of the Personal Financial Statements 
Guide.

10. IDENTIFYING WHEN FINANCIAL DATA IS A FINANCIAL STATEMENT

.01 Both ET section 92.04 of the Code and SSARS 1 (AICPA, Professional Standards, Vol. 2, AR 
sec. 100.04) define the term financial statements. ET section 92.04 includes in its definition 
statements and related footnotes that purport to show financial position at a point in time or changes 
in financial position over time, and statements which use cash or other incomplete basis of 
accounting. AR section 100.04 broadly defines a financial statement as "a presentation of financial 
data, including accompanying notes, derived from accounting records and intended to communicate 
an entity's economic resources or obligations at a point in time, or changes therein for a period of 
time, in accordance with generally accepted accounting principles or a comprehensive basis of 
accounting other than generally accepted accounting principles."

.02 An individual may not have accounting records and may provide a list of assets and liabilities 
to the accountant. If the accountant includes this information in the written financial plan, some 
believe the information is incidental financial data rather than a financial statement. ET section 
92.04 indicates that "incidental financial data included in management advisory services reports to 
support recommendations to a client and tax return and supporting schedules do not constitute 
financial statements." When financial data is presented in the form of a financial statement, it is 
subject to the reporting requirements of the SSARSs.

.03 To determine whether the financial information included in the plan is a financial statement 
rather than incidental financial data, refer to Interpretation 15 of SSARS 1 (AR secs. 9100.54-57).

Personal Financial Statement Presentation

.04 SOP 82-1 deals with the preparation and presentation of personal financial statements. Such 
statements present assets and liabilities at their estimated current amounts at the date of the financial 
statements (SOP 82-1, paragraph 4). The form (SOP 82-1, paragraph 6) of the statements consists 
of:

• A Statement of Financial Condition. This is the basic financial statement.
• A Statement of Changes in Net Worth. This presents basic increases and decreases in net 

worth. It presents income, expenses, and changes in estimated current assets and liabil
ities. It is optional to present a Statement of Changes in Net Worth.

• Comparative Financial Statements. Financial statements for the current period and one 
or more prior periods may sometimes be desirable. This presentation is optional.

.05 Presentation Method. The method of presentation is as follows:

• The accrual basis is used, not the cash basis (SOP 82-1, paragraph 7).
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• Assets and liabilities are presented in order of liquidity and maturity without classification 
between current and noncurrent (SOP 82-1, paragraph 8). A categorized statement that 
group assets are based on common factors such as liquid assets, investments, and personal 
assets is permitted.

• If property is jointly owned only the person's beneficial interests in the property as 
determined by the state property laws should be included in the statements (SOP 82-1, 
paragraph 9).

• The estimated current value of business interests that (1) constitute a large portion of a 
person's total assets and (2) are marketable as a going concern is shown separately from 
similar personal assets (SOP 82-1, paragraph 10). Summarized financial information 
about such an entity is presented in the footnotes (SOP 82-1, paragraph 31f).

• Limited business activities not conducted as a separate business are presented separately. 
As an example, for an investment in real estate the estimated value of the land is shown 
under assets, and a related mortgage is shown under liabilities.

Determining Estimated Current Values

.06 The guidelines for determining estimated current values of assets and liabilities are useful for 
preparing personal financial statements that will be used by third parties. Depending on the nature 
of the engagement, current value information may be necessary to support the recommendations 
included in the financial plan. For further discussion concerning the values and amounts at which 
the assets and liabilities are presented, see exhibit 5-8.

.07 Generally accepted accounting principles other than those discussed in SOP 82-1 apply to 
personal financial statements. For example, FASB Statement No. 5, Accounting for Contingencies, 
and FASB Statement No. 57, Related Party Disclosures provide guidance on accounting matters.

11. STATEMENTS ON RESPONSIBILITIES IN TAX PRACTICE

.01 The Statements on Responsibilities in Tax Practice (SRTPs) provide guidance when:

• Preparing federal income tax projections.
• Reviewing prior year tax returns and discovering an error.
• Preparing a tax return following a financial planning engagement.

Preparing Income Tax Projection Models and Developing a Tax Plan

.02 Statement on Responsibilities in Tax Practice No. 8, Form and Content of Advice to Clients 
(AICPA, Professional Standards, Vol. 2, TX sec. 182), should be considered by CPAs who include 
income and estate tax advice and projections in PFP engagements. Although no standard format for 
communicating written or oral advice to a client is provided, the statement explains that "in 
providing tax advice to a client, the CPA should use judgment to ensure that the advice given reflects 
professional competence and appropriately serves the client's needs" (AICPA, Professional 
Standards, Vol. 2, TX sec. 182.02).
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.03 TX sec. 182.04 indicates that "the CPA may choose to communicate with a client when 
subsequent developments affect advice previously provided with respect to significant matters." The 
CPA is expected to initiate such communications (1) while helping a client implement procedures 
or plans associated with the advice provided or (2) when the CPA undertakes this obligation by 
specific agreement.

.04 TX sec. 182.06 further states "written communication are recommended in important, unusual, 
complicated transactions. In the judgment of the CPA, oral advice may be followed by written 
communication to the client."

.05 TX sec. 182.07 describes some factors to consider in deciding on the form of advice provided 
to a client. These include the following:

• Importance of the transaction and amounts involved
• Specific or general nature of the client's inquiry
• Time available for development and submission of the advice
• Technical complications presented
• Existence of authorities and precedents
• Tax sophistication of the client
• Need to seek legal advice

.06 TX sec. 182.08 states that "the CPA may assist a client in implementing procedures or plans 
associated with the advice offered. During this active participation, the CPA continues to advise and 
should review and revise such advice as warranted by new developments and factors affecting the 
transaction." TX sec. 182.09 observes that "[S]ometimes the CPA is requested to provide tax advice 
but does not assist in implementing the plans adopted." Because the purpose of the planning 
engagement is to get the client to do something and the client wants something to happen, the CPA 
may help the client with this.

.07 TX sec. 182.09 notes, however, that the CPA cannot be expected to communicate legislative or 
administrative changes or further judicial interpretations that affect advice previously provided 
"unless the CPA undertakes this obligation by specific agreement with the client." The communi
cation of significant developments affecting previous advice is considered as "an additional service 
rather than an implied obligation in the normal CPA-client relationship."

.08 TX sec. 182.10 provides the guidance that "the client should be informed that advice reflects 
professional judgment based on an existing situation and that subsequent developments could affect 
previous professional advice." This explanation says that "CPAs should use precautionary language 
to the effect that their advice is based on facts as stated and authorities that are subject to change." 
CPAs preparing personal financial plans often include a precautionary statement that explains that 
the income and estate tax planning recommendations are based on information received from the 
client and tax laws and regulations that are subject to change. Such statements remind the client that 
tax advice in a financial plan may not be current and may need updating.

.09 Statement on Responsibilities in Tax Practice No. 1, Tax Return Positions (AICPA, Professional 
Standards, Vol. 2, TX secs. 112 and 9112), should be considered by CPAs who recommend income 
tax positions when developing projections in PFP engagements. CPAs have a duty to their clients 
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as well as to the tax system. The major thrust of TX sec. 112.02 is that before a CPA recommends 
a tax return position, he or she must have "a good faith belief that the position has a realistic 
possibility of being sustained administratively or judicially on its merits if challenged." If there is 
no such good faith belief, a tax return position may be recommended only if there is disclosure of 
the position and the position is not frivolous. TX sec. 112.02 provides that CPAs should, "where 
relevant, advise the client as to the potential penalty consequences of the recommended tax return 
position." TX sec. 112.03 provides additional guidance that "the CPA should not recommend a tax 
position that exploits the Internal Revenue Service audit selection process." The CPA has both the 
right and the responsibility to be an advocate for the client with respect to the tax positions (AICPA, 
Professional Standards, Vol. 2, TX sec. 112.04).

Reviewing a Prior-Year Tax Return as Part of a PFP Engagement 
and Discovering an Error

.10 Statement on Responsibilities in Tax Practice No. 6, Knowledge of Error: Return Preparation 
(AICPA, Professional Standards, Vol. 2, TX sec. 162), should be considered by CPAs who become 
aware of an error in a client's previously filed tax return or of the client's failure to file a required 
tax return during PFP engagements. TX sec. 162.03 indicates that "the CPA should inform the client 
promptly upon becoming aware of an error in a previously filed return or upon becoming aware of 
a client's failure to file a required return. The CPA should recommend the measures to be taken. 
Such recommendation may be given orally." TX sec. 162.05 notes that "it is the client's 
responsibility to decide whether to correct the error." If the client will not correct the error, the CPA 
should consider withdrawing or "whether to continue a professional relationship with the client."

.11 TX sec. 162.08 observes that when the CPA becomes aware of an error during an engagement 
that does not involve tax return preparation, "the responsibility of the CPA is to advise the client of 
the existence of the error and to recommend that the error be discussed with the client's tax return 
preparer."

Preparing a Tax Return Following a Financial Planning Engagement

.12 Statement on Responsibilities in Tax Practice No. 3, Certain Procedural Aspects of Preparing 
Returns (AICPA, Professional Standards, Vol. 2, TX sec. 132), should be considered by CPAs who 
prepare a client's tax return following a PFP engagement. TX sec. 132.02 indicates that, "the CPA 
should not ignore the implications of information furnished and should make reasonable inquiries 
if the information furnished appears to be incorrect, incomplete, or inconsistent either on its face or 
on the basis of other facts known to the CPA." For example, the CPA should inquire about 
information obtained from cash flow modeling or data gathering about related business income that 
was used to prepare a cash flow projection but was not included in the tax return information.
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EXHIBIT 5-1

AICPA PROFESSIONAL STANDARDS

Professional Standards. The following table lists the types of documents that are applicable to PFP and 
the degree of authoritativeness of each.

DOCUMENT AUTHORITY

Statements on Auditing Standards
Statements on Standards for Accounting and Review Services
Statements on Standards for Attestation Engagements
Statements on Standards for Consulting Services
Statements of Position
Audit and Accounting Guides
Statements on Responsibilities in Personal Financial Planning Practice
Statements on Responsibilities in Tax Practice

Binding
Binding
Binding
Binding 

See discussion 
See discussion 
See discussion 
See discussion

Statements of Position. Statements of position of the Accounting Standards Division present the 
conclusions of at least a majority of the Accounting Standards Executive Committee, which is the senior 
technical body of the Institute authorized to speak for the Institute in the areas of financial accounting and 
reporting. Statements of position of the Auditing Standards Division are issued to revise or clarify certain 
recommendations in industry-oriented audit guides or areas to which they relate. Statements of position have 
the same authority as that of an audit and accounting guide.

AICPA Audit and Accounting Guides. Audit and accounting guides present recommendations of the 
AICPA Committee on the Application of Generally Accepted Auditing Standards to audits of financial 
statements and recommendations and descriptions of financial accounting and reporting principles and 
practices. The Accounting Standards Executive Committee and members of the Auditing Standards Board 
review guides before issuance to assure that they are consistent with existing standards and principles 
covered by rules 202 and 203 of the AICPA Code. AICPA members must be prepared to justify departures 
from guides.

Statements on Responsibilities in Personal Financial Planning Practice. These present the considered 
opinion of the PFP Executive Committee of what it considers to be good practice in PFP engagements. The 
statements are not intended to establish a separate code of conduct in personal financial planning and depend 
on the general acceptability of the opinions expressed. They are advisory and educational in nature and do 
not constitute enforceable technical standards.

Statements on Responsibilities in Tax Practice. These present the Tax Division's opinions of what it 
considers to be appropriate standards of responsibility in tax practice. The statements are not intended to 
establish a separate code of conduct in federal income tax practice and depend on the general acceptability 
of the opinions expressed. They are advisory and educational in nature and do not constitute enforceable 
technical standards.
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EXHIBIT 5-2

STATEMENT ON RESPONSIBILITIES IN
PERSONAL FINANCIAL PLANNING PRACTICE NO. 1

BASIC PERSONAL FINANCIAL PLANNING ENGAGEMENT FUNCTIONS AND 
RESPONSIBILITIES

Definition and Scope of Personal Financial Planning

1. Personal financial planning engagements are only those that involve developing strategies and making 
recommendations to assist a client in defining and achieving personal financial goals.

2. Personal financial planning engagements involve all of the following:

a. Defining the engagement objectives
b. Planning the specific procedures appropriate to the engagement
c. Developing a basis for recommendations
d. Communicating recommendations to the client
e. Identifying the tasks for taking action on planning decisions

3. Personal financial planning engagements may also include—

a. Assisting the client to take action on planning decisions.
b. Monitoring the client's progress in achieving goals.
c. Updating recommendations and helping the client revise planning decisions.

4. Personal financial planning does not include services that are limited to, for example —

a. Compiling personal financial statements.
b. Projecting future taxes.
c. Tax compliance, including, but not limited to, preparation of tax returns.
d. Tax advice or consultations.

5. Personal financial planning engagements may address all of a client's personal financial goals or may 
focus on a limited number of goals. When an engagement addresses a limited number of specific 
personal financial goals, the CPA should consider the client's overall financial circumstances in 
developing recommendations.

Guidance Applicable to Personal Financial Planning Engagements

6. The following is a summary of existing professional standards and published guidance applicable to 
personal financial planning engagements. Other standards and guidance may apply depending on the 
scope of the services provided.
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7. The CPA should act in conformity with the AICPA Code of Professional Conduct in all matters related 
to a personal financial planning engagement. The following is a partial list of the rules of the AICPA 
Code of Professional Conduct:

a. Rule 102, Integrity and Objectivity. A member shall maintain objectivity and integrity, be free 
of conflicts of interest, and not knowingly misrepresent facts or subordinate his or her judgement 
to others.

b. Rule 201, General Standards. A member shall undertake only those professional services the 
member or the member's firm can reasonably expect to be completed with professional 
competence, shall exercise due professional care in the performance of professional services, shall 
adequately plan and supervise the performance of professional services, and shall obtain sufficient 
relevant data to afford a reasonable basis for conclusions or recommendations relating to any 
professional services performed.

c. Rule 301, Confidential Client Information. A member in public practice shall not disclose any 
confidential client information without the specific consent of the client.

d. Rule 302, Contingent Fees; Rule 503, Commissions and Referral Fees. A member in public 
practice shall follow these rules in making fee arrangements.

8. Personal financial planning often involves providing tax advice. The Tax Division of the AICPA has 
published guidance on tax advice in Statement on Responsibilities in Tax Practice (SRTP) No. 8, Form 
and Content of Advice to Clients (AICPA, Professional Standards, vol. 2, TX sec. 182). In addition to 
the Statements on Responsibilities in Personal Financial Planning Practice, CPAs should consider the 
guidance in SRTP No. 8 when personal financial planning activities involve tax advice. Other tax-related 
matters may also come to the CPA's attention in the course of providing personal financial planning 
services. Additional guidance on these matters may be found in other SRTPs.

9. When a personal financial planning engagement includes providing assistance in the preparation of 
personal financial statements or financial projections, the CPA should consider the applicable provisions 
of AICPA pronouncements, including—

a. Statements on Standards for Accounting and Review Services (AICPA, Professional Standards, 
vol. 2, AR secs. 100-600).

b. Statement on Standards for Attestation Engagements Financial Forecasts and Projections 
(AICPA, Professional Standards, vol. 1, AT sec. 200).

c. Guide for Prospective Financial Information.
d. Personal Financial Statements Guide.

10. CPAs providing business valuation services as part of a personal financial planning engagement should 
consider the Statement on Standards for Consulting Services (SSCS), Consulting Services: Definitions 
and Standards (AICPA, Professional Standards, vol. 2, CS sec. 100).

Responsibilities of CPAs in Personal Financial Planning Engagements

Defining the Engagement Objectives
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11. The personal financial planning engagement includes defining the objectives of the engagement so that 
the CPA can determine the services needed. The CPA should —

a. Obtain an understanding of the client's goals and resources in order to determine the appropriate 
scope of service that will meet the client's needs.

b. Reach an understanding with the client concerning the engagement objectives. When the CPA 
identifies issues not originally considered by the client that may require special attention, those 
issues should be brought to the client's attention.

c. Evaluate the appropriateness of the original engagement objectives as the engagement proceeds.

12. The CPA should obtain an understanding of matters such as the client's family situation, commitment 
to the planning process, current cash flow and assets available, personal preferences, and relationships 
with other professionals. This understanding can be obtained through knowledge gained during a long
term relationship with the client, inquiry, and information gathering.

13. The CPA should document his or her understanding of the scope and nature of the services to be 
provided. Such documentation could be in the form of an engagement letter or in the form of file 
memos that document oral understandings. This documentation may include a description of (a) 
engagement objectives; (b) the scope of services to be provided; (c) the roles and responsibilities of the 
CPA, the client, and other advisers in the personal financial planning process; (d) the fee arrangements; 
and (e) scope limitations and other constraints.

Planning the Specific Procedures Appropriate to the Engagement

14. The personal financial planning engagement should be adequately planned. The engagement's 
objectives form the basis for planning the engagement. The procedures should produce information that 
is useful in making planning recommendations. Procedures should be selected that are appropriate in 
the circumstances and reflect materiality and cost-benefit considerations. The CPA should document 
personal financial planning engagements in a manner that—

a. Shows that a systematic approach to the engagement was taken.
b. Shows that the analysis and other procedures performed provide an adequate basis for the 

recommendations made.

Developing a Basis for Recommendations

15. Personal financial planning engagements involve collecting, analyzing, and integrating sufficient 
relevant information to develop a basis for recommendations. Relevant information may include, but 
is not limited to, an understanding of the client's goals, existing financial situation, the available 
resources for achieving the goals, nonfinancial factors, and external factors. Relevant information may 
also include reasonable estimates, projections, and assumptions furnished by the client, provided by the 
client's advisers, or developed by the CPA.

16. In personal financial planning, some information deals with the future, which is uncertain. Planning 
may also involve a broad range of goals, which may change as events occur. Consequently, the CPA 
may develop recommendations based on several selected hypothetical events.
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Communicating Recommendations

17. The CPA should communicate recommendations to the client in a manner that assists the client in 
evaluating strategies and implementing financial planning decisions. Such communications should 
ordinarily be in writing and include a summary of the client's goals and significant assumptions, a 
description of any limitations on the work performed, the recommendations made, and a statement that 
projected results may not be achieved.

18. The following is an illustration of a communication when recommendations are made only on selected 
goals and the CPA communicates the parameters of the limited engagement:

We have considered ways to achieve your goal of providing for the education of your 
children. However, you have instructed us not to consider other planning areas that might 
have an impact on that goal. If we had done so, it is possible that different conclusions or 
recommendations might have resulted.

Identifying the Tasks for Taking Action on Planning Decisions

19. The CPA should assist clients to identify tasks that are essential in order to act on planning decisions. 
The CPA may also assist the client to set target dates for the completion of tasks and identify parties 
responsible for completing them.

Other Personal Financial Planning Services

20. Unless undertaken by specific agreement with the client, the CPA is not responsible for additional 
services. Such services include —

• Assisting the client to take action on planning decisions.
• Monitoring progress in achieving goals.
• Updating recommendations and revising planning decisions.

Assisting the Client to Take Action on Planning Decisions

21. The CPA should have an understanding with the client, preferably in writing, regarding the degree of 
responsibility he or she will assume for helping the client to act upon planning decisions.

Monitoring the Client's Progress in Achieving Goals

22. A CPA is not responsible for monitoring the client's progress in achieving goals unless the CPA 
undertakes this obligation by specific agreement with the client.

Updating Recommendations and Helping the Client Revise Planning Decisions

23. A CPA is not responsible for updating recommendations unless the CPA undertakes this obligation by 
specific agreement with the client. The agreement should identify the scope of the CPA's responsibility 
for updating the plan and proposing new actions.
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EXHIBIT 5-3

STATEMENT ON RESPONSIBILITIES IN
PERSONAL FINANCIAL PLANNING PRACTICE NO. 2

WORKING WITH OTHER ADVISERS

Introduction

1. This Statement is intended to provide guidance to the CPA who uses the work of other advisers in 
performing a personal financial planning engagement.

2. Personal financial planning engagements may require the CPA to interact with other advisers. Such 
interaction includes, but is not limited to, the following:

a. The CPA may use advice provided by others in developing recommendations for a client. Some 
advice will suggest that action be taken, other advice will provide information.

b. The CPA may refer a client to other advisers who assist the client in securing products or services 
that have been identified in the personal financial planning engagement.

c. The CPA may refer a client to advisers who provide services in areas in which the CPA either does 
not practice, or chooses not to practice, in a specific engagement.

3. Circumstances in which the CPA may use the advice of other advisers or refer a client to other advisers 
include those in which there is a need for specialized expertise outside the scope of the CPA's practice 
and for services or products for which the CPA is not a licensed provider.

Working With Other Advisers in Personal Financial Planning Engagements

Guidance Applicable to Working With Other Advisers

4. The CPA should apply existing applicable professional standards and should consider the guidance 
included in other published Statements on Responsibilities in Personal Financial Planning Practice 
(SRPFPs).1

1 Refer to paragraphs 6 through 10 of SRPFP No. 1, Basic Personal Financial Planning Engagement Functions and Responsibilities, for a 
discussion of applicable standards and guidance.

Engagement Scope Limitations

5. If the CPA does not provide a service needed to complete an engagement, he or she should restrict the 
scope of the engagement and recommend that the client engage another adviser who provides the needed 
service.

6. If the client declines to engage another adviser, the CPA and the client may still agree to proceed with 
the engagement. *
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7. In such situations, the CPA should communicate to the client any limitation on the scope of the 
engagement, as well as the fact that this limitation could affect the conclusions and recommendations 
developed in the engagement. Such communication should ordinarily be in writing. The CPA should 
refer to SRPFP No. 1, Basic Personal Financial Planning Engagement Functions and Responsibilities, 
paragraphs 5 and 18, for further guidance when the engagement is limited in scope.

8. For example, in the CPA's judgment, a valuation of a client's business may be appropriate to complete 
a personal financial planning engagement; however, undertaking such a valuation may be beyond the 
CPA's expertise and the client may be unwilling to incur the additional cost of an outside appraiser. The 
CPA and the client may therefore agree that the CPA will complete the personal financial planning 
engagement and develop planning recommendations using the client's estimate of the value of the 
business.

9. The following is an illustration of an appropriate communication in the event that limitations are placed 
on the scope of information considered in the personal financial planning engagement:

At your request, an independent valuation of your business has not been obtained. Such a 
valuation may have affected the conclusions reached in your financial plan.

Recommending Other Advisers

10. The CPA should become satisfied concerning the professional qualifications and reputation of another 
adviser before referring the client to that adviser. The CPA should consider information such as the 
following:

a. The CPA's previous experience in working with the adviser
b. The professional certification or license or other recognition of the competence of the adviser in 

his or her field
c. The reputation and standing of the adviser in the views of the adviser's peers and others who have 

worked with the adviser
d. The relationship, if any, of the adviser to the client

11. When recommending another adviser to a client, the CPA should communicate to the client the nature 
of the work to be performed by the other adviser and the extent to which the CPA will evaluate that 
work. Such communication should ordinarily be in writing.

12. The following is an illustration of a communication in the event that the CPA recommends that the client 
engage an attorney to take action on recommendations developed in the personal financial planning 
engagement.

As we discussed, you should consult an attorney to prepare updated will provisions. We 
have provided you with the names of several attorneys whose professional credentials and 
reputations are familiar to us. The selection of an attorney is your decision. Our referral 
does not constitute an endorsement of these attorneys or of any advice they may render.
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Using Advice Provided by Other Advisers

13. When the CPA uses the opinions of another adviser in completing the personal financial planning 
engagement, the CPA should understand and evaluate the adviser's opinions and the procedures used 
to develop them. If the CPA concurs with the other adviser's opinions, he or she need not communicate 
this concurrence to the client.

14. If the CPA uses the other adviser's opinions in the engagement without evaluating these opinions, he or 
she should communicate that fact to the client. Such communication should ordinarily be in writing.

15. The following are illustrations of communications for instances in which the CPA uses the advice or 
opinion of another adviser in a personal financial planning engagement.

a. An appraisal provided by an outside appraiser is incorporated into a client's personal financial plan 
and the CPA has not evaluated the appraiser's opinion.

We have used the ABC Company's estimate of the value of your real estate in 
developing your financial plan. We have not evaluated their estimate and do 
not accept responsibility for it. If a different value were used, different 
recommendations may have resulted.

b. An insurance agent has recommended that the client purchase a specific life insurance policy and 
the CPA, by agreement with the client, has not evaluated the agent's recommendation.

Bob Jones, CLU, has recommended that you purchase a specific life insurance 
policy. As agreed, we have not evaluated this recommendation and do not 
accept responsibility for it.
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EXHIBIT 5-4

STATEMENT ON RESPONSIBILITIES IN 
PERSONAL FINANCIAL PLANNING PRACTICE NO. 3 

IMPLEMENTATION ENGAGEMENT FUNCTIONS AND RESPONSIBILITIES

Definition and Scope of Implementation

1. Implementation engagements are those that involve assisting the client to take action on planning 
decisions developed during the personal financial planning engagement described in Statement on 
Responsibilities in Personal Financial Planning Practice (SRPFP) No. 1, Basic Personal Financial 
Planning Engagement Functions and Responsibilities. Implementation includes activities such as 
selecting investment advisers, restructuring debt, creating estate documents, establishing cash reserves, 
preparing budgets, and selecting and acquiring specific investments and insurance products.

2. This Statement is intended to address only those situations in which the CPA is engaged by a client to 
assist in implementation activities. This Statement does not extend to those situations in which the CPA 
is functioning in a fiduciary or an agency relationship.1

3. The CPA may be engaged at one or more of the following levels to assist the client to take action on 
planning decisions:

1 Agency and fiduciary relationships are defined by state law.

CPAs advising clients on the selection or acquisition of products (such as investments or insurance policies) should determine whether they meet 
the qualifications and licensing requirements established by applicable federal and state laws.

a. The CPA may refer the client to other advisers (see SRPFP No. 2, Working With Other Advisers).
b. The CPA may coordinate and/or review the delivery of services and/or products by other advisers 

(see SRPFP No. 2, Working With Other Advisers).
c. The CPA may participate in implementation by establishing selection criteria.
d. The CPA may participate in implementation by participating in the selection of service providers 

and/or the selection and acquisition of products. 12

4. Implementation is typically completed when products are acquired or services are rendered in 
accordance with the recommendations developed during the personal financial planning engagement.

Implementation Engagements

Guidance Applicable to Implementation Engagements

2
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5. The CPA may be engaged to assist the client to take action on planning decisions. When undertaking 
an implementation engagement, the CPA should apply existing professional standards and should 
consider the guidance included in other published SRPFPs.3

Refer to paragraphs 6 through 10 of SRPFP No. 1, Basic Personal Financial Planning Engagement Functions and Responsibilities, for a 
discussion of applicable standards and guidance.

Planning the Engagement

6. Implementation engagements vary in complexity and scope, as well as in the level of assistance to be 
provided by the CPA. The CPA and the client should identify and agree on the level of the CPA's 
assistance in implementation. Regardless of the level of assistance, implementation decisions are made 
by the client, not by the CPA.

7. The CPA should document his or her understanding of the nature and scope of the implementation 
services to be provided and the roles and responsibilities of the CPA, the client, and other advisers. The 
CPA should refer to SRPFP No. 1, paragraphs 13 and 14, for documentation guidance.

Communicating With the Client

8. The CPA should communicate information and recommendations to the client in a manner that assists 
the client in understanding the nature and scope of services performed by the CPA in an implementation 
engagement. Such communication ordinarily should be in writing and include a summary of the 
planning decisions being implemented, recommended actions to be taken, and a description of 
limitations on the work performed in the engagement and the results of the engagement.

9. The following is an illustration of a communication in the event that a client instructs the CPA not to 
consider certain investment options (for example, limited partnerships) in developing implementation 
recommendations for funding a retirement plan.

We have evaluated investment alternatives available to fund your retirement plan. However, 
you have instructed us not to consider limited partnerships as an investment alternative. If 
we had done so, it is possible that we would have recommended a different investment 
strategy.

Establishing Selection Criteria

10. The CPA who is engaged to establish selection criteria should identify those attributes or other 
specifications that are required to accomplish the client's objectives, subject to any constraints that result 
from the client's circumstances. Selection criteria may be expressed in ranges if the CPA and the client 
agree that such practice is useful. Since it is not always possible to secure products or services that 
exactly match the established selection criteria, the CPA should assist the client in prioritizing attributes 
so that available alternatives can be compared.

3
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Participating in the Selection Process

11. When the CPA is engaged to participate in selecting and acquiring products, the CPA should gather data 
that provides a reasonable basis for determining whether the alternatives meet the selection criteria. 
Upon analyzing this information, the CPA may communicate to the client his or her evaluation of all 
alternatives that the CPA recommends for action.

Implementing Planning Decisions Developed by Others

12. The CPA may be engaged to assist the client in taking action on planning decisions developed in a 
personal financial planning engagement in which the CPA did not participate. For example, the 
planning decisions may have been developed by another adviser or by the client acting alone. The CPA 
might also be asked to assist the client in developing more specific selection criteria or exploring issues 
related to each planning decision, other than those established in the personal financial planning 
engagement.

13. In situations such as these, the CPA should obtain a sufficient understanding of the planning decisions 
to effectively assist in implementation. To obtain such an understanding, the CPA should consider 
factors such as the client's goals, existing financial situation, the available resources for achieving the 
goals, nonfinancial factors, and external factors. Relevant information may also include estimates, 
projections, and assumptions.

Illustrations

14. Appendixes A and B contain illustrations of possible procedures to be followed by the CPA who is 
engaged by a client to assist in implementing a personal financial planning decision. In each example, 
the initial personal financial planning engagement is presumed to have been completed before 
implementation, either by the CPA in the illustration or another adviser.
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APPENDIX A (SRPFP No. 3)

Illustration: Implementation Involving Risk Management

Background

1. The CPA is engaged to assist a client to take action on a planning decision that disability insurance be 
purchased. The CPA has the expertise to advise the client regarding the selection of disability insurance.

Communication

2. To assist the client in understanding the implementation decision making process, the CPA should 
review with the client the disability coverage identified in the personal financial planning engagement, 
including options such as loss of earnings coverage, definition of occupation, coverage amounts, and 
exclusion periods.

Strategy Development and Product Selection

Planning the Engagement

3. The CPA and the client should agree on whether the CPA, the client, or another adviser is responsible 
for identifying available insurance products and carriers and clearly define who is responsible for 
reviewing the proposals provided by the solicited insurance carriers. A schedule of required actions 
should be developed that includes how and when the actions will take place.

a. When selecting insurance professionals, reference should be made to SRPFP No. 2, Working With 
Other Advisers.

b. The rest of this illustration assumes that the CPA is responsible for identifying the appropriate 
insurance products and carriers and reviewing the proposals provided.

Establishing Selection Criteria

4. The CPA should identify the characteristics of disability insurance products that meet the criteria 
identified in the personal financial planning engagement. These characteristics generally include the 
following:

a. Appropriate protection levels, considering factors such as the amount of coverage needed, how 
disability is defined, the waiting period to receive benefits, partial disability coverage, and duration 
of benefits

b. Optional coverage conditions, such as cost-of-living adjustments, guaranteed insurability riders, 
and waiver of premium riders

c. Minimum quality standards for disability coverage, generally based on the insurer's financial 
stability
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Participating in the Selection Process

5. The CPA should identify and solicit proposals from insurance carriers whose disability products meet 
the established criteria.

6. When selecting a specific disability insurance product, the CPA should review and discuss with the 
client the financial stability of the company providing coverage and determine that the policy meets the 
following criteria:

a. The client's goals, as identified in the personal financial planning engagement, are satisfied.
b. The policy is cost effective when compared to other insurance company proposals received.
c. The insurance carrier has demonstrated a commitment to servicing the disability market.

Documentation

7. The CPA should document meetings, discussions, or other contacts with the client and indicate the 
decisions regarding responsibilities for actions and product selections and the results of reviewing 
proposals from various insurance carriers. The CPA may supplement such documentation by indicating 
when the application was filled out, insurance coverage bound, and the policy issued. The CPA may 
also document any insurability issues and the ultimate resolution of those issues.
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APPENDIX B (SRPFP No. 3)

Illustration: Implementation Involving Investment Planning

Background

1. The CPA is engaged to assist a client in structuring an investment portfolio to take action on a planning 
decision that funds be invested to provide for the client's postretirement needs. The CPA has the 
expertise to advise the client regarding investment planning.

Communication

2. To assist the client in understanding the implementation decision making process, the CPA should 
review with the client financial strategies, investment constraints, asset allocations, and rate of return 
goals identified in the personal financial plan or the investment policy statement.

Strategy Development and Product Selection

Planning the Engagement

3. The CPA and the client should agree on whether the CPA, the client, or another adviser is responsible 
for identifying available investment alternatives and clearly define who is responsible for reviewing 
prospectuses, partnership agreements, offering documents, and other such reports. A schedule of 
required actions, including how, when, and where these actions will take place, should be developed.

a. Other advisers may include money managers (private and public, such as mutual fund managers), 
general partners of partnerships, investment bankers, and stockbrokers. When selecting other 
advisers, reference should be made to SRPFP No. 2, Working With Other Advisers.

b. The rest of this illustration assumes that the CPA is responsible for identifying the appropriate 
investment alternatives and reviewing the related documents.

Establishing Selection Criteria

4. The CPA should develop the appropriate investment strategy based on the specific investment criteria, 
rate of return requirements, and risk tolerance of the client, as identified in the personal financial 
planning engagement. This generally includes the following:

a. Developing an appropriate investment class allocation, including the amount of investment 
resources to be invested in financial assets, such as cash equivalents, stocks, or bonds, and the 
amount of investment resources to be invested in nonfinancial assets, such as real estate or oil and 
gas interests.

b. Developing an appropriate allocation within each investment class.



PROFESSIONAL STANDARDS 5-37

Participating in the Selection Process

5. When selecting specific investment assets, the CPA should review and discuss with the client the 
available investment alternatives and identify those investments that meet the following criteria:

a. The client's goals, as identified in the personal financial planning engagement, are satisfied.
b. The client's investment constraints, such as risk tolerance, capacity to assume financial risk, cash 

flow and asset availability, and personal preferences, as identified in the personal financial 
planning engagement, are honored.

c. The diversification plans established in the client's investment strategy are achieved.

Documentation

6. The CPA should document meetings, discussions, or other contacts with the client and indicate the 
decisions regarding responsibilities for actions and product selections. The CPA may supplement such 
documentation by providing the client with an inventory of investment assets in the client's portfolio 
along with a description of values, yields, portfolio percentages, and so forth.
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EXHIBIT 5-5

STATEMENT ON RESPONSIBILITIES IN
PERSONAL FINANCIAL PLANNING PRACTICE NO. 4

MONITORING AND UPDATING ENGAGEMENTS — FUNCTIONS AND RESPONSIBILITIES

Definition and Scope of Monitoring and Updating

1. This Statement is intended to address only those situations in which the certified public accountant 
(CPA) is specifically engaged by a client to provide monitoring services, updating services, or both.1

2. Monitoring engagements are those that involve determining the client's progress in achieving established 
personal financial planning goals.

3. Updating engagements are those that involve revising the client's existing financial plan and financial 
planning recommendations, as appropriate, in light of the client's goals, current circumstances, and 
current external factors.

4. Monitoring and updating activities are typically undertaken after implementation of actions and 
recommendations developed during a personal financial planning engagement (See Statement on 
Responsibilities in Personal Financial Planning Practice [SRPFP] No. 3, Implementation Engagement 
Functions and Responsibilities). Monitoring and updating services may be either separate or combined 
engagements.

5. Updating generally occurs as a result of a monitoring engagement, but may also occur as a result of 
changed goals or circumstances or a lapse of time, independent of a monitoring engagement.

1 Although the CPA would typically have informed the client during a personal financial planning engagement in which planning recommendations 
are developed that monitoring and updating are important elements of the financial planning process, the CPA is not responsible for undertaking 
these services except by specific agreement with the client.

Refer to paragraphs 6 through 10 of SRPFP No. 1, Basic Personal Financial Planning Engagement Functions and Responsibilities, for a 
discussion of applicable standards and guidance.

Guidance Applicable to Monitoring and Updating Engagements

6. The CPA should apply existing applicable professional standards and should consider the guidance 
included in other published SRPFPs. 12

7. The CPA should document his or her understanding of the nature and extent of the monitoring and/or 
updating services to be provided and the roles and responsibilities of the CPA, the client, and other 
advisers. The CPA should refer to paragraphs 13 and 14 of SRPFP No. 1 for documentation guidance.

2
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Monitoring Engagements

8. Monitoring engagements vary in complexity and scope, as well as in the nature and extent of assistance 
to be provided by the CPA. For example, the CPA may—

a. Undertake some, or all, of the monitoring services.
b. Coordinate and/or review monitoring services performed by other advisers (see SRPFP No. 2, 

Working With Other Advisers).
c. Monitor the progress toward goals in a financial plan developed by other advisers (see SRPFP 

No. 2).

The CPA and client should agree on the nature and extent of the CPA's services in a monitoring 
engagement.

9. In determining the client's progress toward achieving established financial planning goals, the CPA 
should—

a. Ascertain whether all recommended actions to achieve the goals were undertaken.
b. Measure and evaluate the actual progress toward achievement of the goals.
c. Identify developments in the client's circumstances and in external factors that affect the financial 

plan.

10. The CPA and client should agree on how frequently the progress toward the client's financial planning 
goals should be monitored. The CPA should use monitoring criteria that are appropriate and consistent 
with the criteria used to establish the financial planning goals being monitored.

11. The CPA should focus on criteria and other factors that are important to the ultimate attainment of the 
financial planning goals being monitored. For example, realizing a targeted investment rate of return 
may be important for the ultimate achievement of the client's retirement planning goals; however, at a 
particular time, monitoring the client's level of spending may be more important.

12. The CPA should communicate to the client the CPA's evaluation of progress toward achieving the 
client's financial planning goals. Such communication should ordinarily be in writing.

13. As a result of a monitoring engagement, the CPA may identify differences from the expected progress 
toward the client's financial planning goals or other circumstances that might warrant a review or update 
of the existing financial plan. In this case, the CPA should evaluate whether the differences or 
circumstances necessitate an update of the client's existing financial plan and financial planning 
recommendations and advise the client accordingly.

14. The following is an illustration of a communication in the event that the CPA, during the course of a 
monitoring engagement, has determined that the progress in achieving the client's financial planning 
goals differs from the expected progress.

Your children's college education funds have not earned the targeted rate of return assumed 
in your existing financial plan. If this trend continues, you will not have saved enough to 
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meet anticipated costs. We, therefore, recommend that your education savings plan be 
updated.

15. The following is an illustration of a communication in the event that the CPA, during the course of a 
monitoring engagement, has identified changes in the client's circumstances that warrant an update of 
the client's financial plan.

During the course of our monitoring engagement, we learned that you have inherited a large 
interest in a closely held business. This change in your business circumstances may impact 
several of the recommendations contained in your financial plan. Accordingly, we 
recommend that your financial plan now be updated.

Updating Engagements

16. Updating engagements vary in complexity and scope, as well as in the nature and extent of assistance 
to be provided by the CPA. The CPA should communicate to the client the fact that updating a personal 
financial plan affects all aspects of the plan and that all existing financial planning recommendations 
should be reviewed as part of the updating process. The CPA and client should agree on the nature and 
extent of the CPA's services in updating financial planning recommendations.

17. An updating engagement generally involves the same functions and responsibilities outlined in SRPFP 
No. 1 and expanded upon in other SRPFPs. Accordingly, the CPA should refer to other SRPFPs, as 
appropriate, when engaged to update a client's PFP recommendations. For example, SRPFP No. 5 and 
paragraphs 15 and 16 of SRPFP No. 1 provide guidance on developing a basis for recommendations; 
the CPA should, therefore, determine whether all criteria and assumptions used as a basis for existing 
financial planning recommendations are still valid before developing revised recommendations.

18. In updating a personal financial plan and financial planning recommendations, the CPA should consider 
the integrated nature of financial planning and the effect of revising recommendations to achieve one 
financial planning goal on the client's ability to achieve all other financial planning goals. For example, 
if, as part of updating a client's financial plan, the CPA revises the amount to be saved each month to 
fund retirement goals, the CPA should consider the effect of this recommendation on the client's ability 
to fund other goals, such as children's education, and on the client's cash flow.

19. The CPA should communicate to the client any revisions to financial planning recommendations that 
arise as a result of the engagement. Such communication should ordinarily be in writing.

20. The following is an illustration of a communication in the event that the client has engaged the CPA to 
update the client's estate plan, but not to revise recommendations on other financial planning issues.

Updating any portion of your personal financial plan may affect other aspects of the plan. 
All of your financial planning recommendations should be reviewed periodically as part of 
the updating process. You have asked us to update only those financial planning 
recommendations for achieving your estate planning goals. Had we addressed all aspects 
of your financial plan, different recommendations may have resulted.
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EXHIBIT 5-6

STATEMENT ON RESPONSIBILITIES IN
PERSONAL FINANCIAL PLANNING PRACTICE NO. 5

DEVELOPING A BASIS FOR RECOMMENDATIONS

Definition and Scope

1. This Statement is intended to provide guidance to the certified public accountant (CPA) engaged by a 
client to develop personal financial planning recommendations.

2. Financial planning recommendations are suggested actions developed to assist the client in achieving 
financial goals.

3. Recommendations are based on analyses and other procedures that are conducted prior to and in 
preparation for developing suggested actions. The CPA’s knowledge and experience also contribute to 
the basis for recommendations.

4. Developing a basis for the recommendations involves the following:

a. Collecting relevant quantitative and qualitative information, which may include but is not 
limited to —
1. The client’s goals, existing financial situation, and available resources
2. Nonfinancial factors such as client attitudes, risk tolerance, family considerations, age, health, 

and life expectancy
3. External factors such as estimates of inflation, taxes, economic conditions, legislative activity, 

investment markets, and interest rates
4. Reasonable estimates, projections, and assumptions furnished by the client, provided by the 

client’s advisers, or developed by the CPA
b. Analyzing the client’s current situation as it relates to the client’s goals and objectives and 

identifying strengths and weaknesses of the existing financial situation
c. Formulating, evaluating, and recommending appropriate strategies and courses of action for 

achieving the client’s goals

Guidance Applicable to Developing a Basis for Recommendations

5. The CPA should apply existing applicable professional standards and should consider the guidance 
included in other published Statements on Responsibilities in Personal Financial Planning Practice 
(SRPFPs).  1*

Refer to paragraphs 6 through 10 of SRPFP No. 1, Basic Personal Financial Planning Engagement Functions and Responsibilities, for a 
discussion of applicable standards and guidance.

1
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6. The CPA should document the nature and extent of the procedures performed in developing financial 
planning recommendations.  The CPA should refer to paragraphs 13 and 14 of SRPFP No. 1, Basic 
Personal Financial Planning Engagement Functions and Responsibilities, for documentation guidance.

2

2 If the CPA will be developing investment recommendations, he or she may need to obtain information on becoming a Registered Investment 
Adviser and may want to refer to the AICPA’s Guide to Registering as an Investment Adviser.

3 Regarding the use of appropriate assumptions, the CPA should consider the guidance provided in paragraphs 6.30 to 6.36 of the Audit and 
Accounting Guide Guide for Prospective Financial Information (see the Appendix of this SRPFP).

Collecting Information

7. Since personal financial planning recommendations are developed to address specified goals, the CPA 
should obtain an understanding of the client’s measurable goals.

8. The CPA should obtain sufficient relevant information to form a basis for recommendations to assist 
the client in achieving his or her financial goals. The nature and amount of information will depend on 
the scope and complexity of the engagement and the professional judgment of the CPA.

9. If the CPA is unable to collect sufficient relevant information to form a basis for recommendations, he 
or she may restrict the scope of the engagement to those matters for which sufficient information is 
available. The CPA should communicate to the client any limitation on the scope of the engagement, 
as well as the fact that this limitation could affect the conclusions and recommendations developed.

10. If there is not sufficient information to proceed, the CPA should consider terminating the engagement. 
The CPA should communicate notice of such termination to the client.

11. Communications involving limitations on the scope or terminations of engagements should ordinarily 
be in writing. The CPA should refer to SRPFP No. 1, paragraphs 5 and 18, for further guidance when 
engagements are limited in scope.

Analyzing Information

12. The nature and extent of analyses and other procedures performed in developing a basis for 
recommendations are affected by the scope and objectives of the engagement. However, even when an 
engagement addresses a limited number of specific personal financial goals, the CPA should consider 
the client’s overall financial circumstances in developing recommendations. For example, in considering 
ways to achieve the goal of providing for the education of the client’s children, other planning areas, 
such as providing for the client’s retirement, may have an impact on that goal.

13. The CPA should evaluate the reasonableness of estimates and assumptions that are significant to the 
plan.

a. The CPA should consider the appropriateness of the assumptions used.3 For example, the use of a 
current rate of return on investments to calculate the amount of capital needed to fund a short-term 
goal is appropriate if the recommendation is to fund the goal with short-term investments.
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b. The CPA should use assumptions that are consistent with each other. For example, an assumed low 
rate of inflation would be consistent with an assumed low rate of return for future investments in 
fixed-income securities.

c. When performing analyses based on estimates, assumptions, and projections, the CPA should 
consider their sensitivity in relation to the overall plan.  For example, in a long-range retirement 
funding projection, a slight change in the assumed rate of return on investments may have a 
significant impact on the projected result.

4

d. If, during the course of the engagement, the CPA determines that significant estimates, projections, 
or assumptions are no longer valid, the CPA should evaluate the appropriateness of the original 
engagement objectives. The CPA should also revise the collection of relevant information and the 
analysis of that information, as appropriate. The CPA should refer to “Defining the Engagement 
Objectives” (paragraphs 11 through 13) in SRPFP No. 1.

Regarding the sensitivity of appropriate assumptions, the CPA should consider the guidance provided in paragraphs 6.37 to 6.38 
of the Audit and Accounting Guide Guide for Prospective Financial Information (see the Appendix of this SRPFP).

14. The CPA should communicate to the client the assumptions and estimates that are significant to the plan 
and should identify those that have a high probability of variation that could materially affect the plan. 
Such communication should ordinarily be in writing and include a statement that projected results may 
not be achieved.

15. The CPA should integrate analyses in one financial planning area with analyses in other financial 
planning areas for which the CPA has been engaged. For example, analysis for college funding may 
affect or be affected by analysis in risk management, retirement funding, cash management, investment 
strategies, and income, estate, and gift taxation.

16. If the CPA determines that the client’s goals cannot reasonably be achieved, the CPA should 
communicate to the client the need to reconsider the originally stated goals.

Formulating Strategies and Recommendations

17. Recommendations are derived, in part, from analyses of relevant information and should be consistent 
with the client’s goals.

18. The client may impose a constraint on the engagement that affects the CPA’s recommendations. For 
example, the client may stipulate that he or she will not purchase health insurance. This stipulation may 
affect the personal financial planning recommendations developed.

19. In situations of a client-imposed constraint, the CPA should communicate to the client the fact that this 
constraint could affect the conclusions and recommendations developed. Communications involving 
client-imposed constraints on engagements should ordinarily be in writing. The CPA should refer to 
SRPFP No. 1, paragraphs 5 and 18, for further guidance when the engagement is limited in scope.

20. The CPA should integrate recommendations developed to achieve one financial planning goal with the 
recommendations regarding other goals. For example, recommendations for college funding may affect

4
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or be affected by recommendations in risk management, retirement funding, cash management, 
investment strategies, and income, estate, and gift taxation.
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APPENDIX (SRPFP No. 5)

Excerpt From Guide for Prospective Financial Information

The Appendix is an excerpt from chapters 1 and 6 of the AICPA Audit and Accounting Guide Guide for 
Prospective Financial Information.

Chapter 1 —Introduction

Structure of the Guide

1.07 The guidance on forecasted financial information contained in chapters 6 through 23 generally also 
applies to projected financial information. Certain paragraphs in those chapters, however, do not 
apply — partially or fully — to projections. In those instances, readers interested in financial 
projections should refer to the corresponding italicized paragraphs (which bear the same paragraph 
numbers followed by the letter P) and consider the modifications discussed in those paragraphs in 
conjunction with the paragraphs that precede them.

Chapter 6—Preparation Guidelines

Assumptions used in preparing financial forecasts should be appropriate.

6.30 Assumptions are the essence of developing financial forecasts and are the single most important 
determinant of such statements. The quality of the underlying assumptions largely determines the 
quality of financial forecasts.

6.31 The attention devoted to the appropriateness of a particular assumption should be commensurate 
with the likely relative impact of that assumption on the prospective results. Assumptions with 
greater impact should receive more attention than those with less impact.

6.32 The assumptions should be reasonable and suitably supported. The level of support should be 
persuasive, although there are times when a number of assumptions within a narrow range of 
possibilities may appear equally likely.

6.32P Hypothetical assumptions need not be reasonable but should be appropriate in light of the purpose 
for which the financial projection is prepared. All other assumptions should be reasonable, given 
the hypothetical assumptions, and be consistent with the hypothetical assumptions and with each 
other. That is, the other assumptions should be developed to depict conditions based on the 
hypothetical assumptions. For example, if the financial projection is prepared to show the effect of 
the construction of a new production facility that is partially financed, the presentation should 
include the effect of the related debt service. Furthermore, hypothetical assumptions need not be 
supported, as they relate to the special purpose of the presentation. The other assumptions, however, 
should be suitably supported, given the hypothetical assumptions.

6.33 The nature of a business enterprise is such that many underlying assumptions are interrelated, and 
certain of their elements may have multiple effects. For example, a slowdown in economic activity 
typically will not only cause a slowdown in sales volume, but may also affect sales prices and the 
availability and cost of resources. The conditions assumed in arriving at the prospective sales or 
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revenue data should be consistent with those assumed in developing the prospective financial data 
for the cost of operations. Care should be exercised to ensure that appropriate costs and revenues 
have been considered, that sufficient capacity and resources would be available to produce the 
forecasted revenues, that capital expenditures have been recognized as appropriate, that provision 
has been made for applicable taxes, and that the need for financing has been considered.

6.34 Support for assumptions might include market surveys; general economic indicators; trends and 
patterns developed from the entity’s operating history, such as historical sales trends; and internal 
data and analyses, such as obligations under union contracts for labor rates.

6.35 In analyzing alternative assumptions, care should be exercised to assess the situation objectively. 
Relating assumptions to past or present conditions often is a useful approach for checking 
reasonableness or appropriateness; however, trends are not necessarily reliable indicators of the 
future. Particular attention should be given to the possibility of changes in conditions, which must 
rest mainly on theory and on an understanding of the basic causal factors.

6.36 It is ordinarily not feasible to exhaustively document and support all the assumptions underlying 
financial forecasts. It is nevertheless necessary to seek out and to identify explicitly the information 
that forms a basis for the most significant assumptions; although, frequently, the most basic 
assumptions with enormous potential impact, such as those relating to war or peace conditions, are 
not addressed explicitly. Despite precautions, hindsight will often reveal assumptions that have been 
overlooked or that, in light of later circumstances, received inadequate treatment. Furthermore, the 
nature of developing financial forecasts is such that some assumptions may not materialize, and 
unanticipated events and circumstances may occur no matter what effort, analysis, or support may 
be applied.

The process used to develop financial forecasts should provide the means to determine the relative effect of 
variations in the major underlying assumptions.

6.37 Prospective financial results are relatively more sensitive to certain assumptions and less sensitive 
to others. Small changes in certain assumed conditions can result in relatively large variations in the 
prospective results, while relatively large changes in other assumptions cause only minor shifts in 
the prospective results.

6.38 In developing financial forecasts, an understanding of the relative sensitivity of the results to the 
assumed conditions permits the allocation of analysis and study, as well as review by persons of 
higher authority, to those areas with the most significant effects. Particular attention should be 
devoted to those assumptions (a) to which the attainment of forecasted results is particularly 
sensitive (that is, those in which a small variation in the assumptions would have a large effect on 
forecasted results) and (b) for which the probability of variation is high.
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EXHIBIT 5-7

STATEMENT ON STANDARDS FOR CONSULTING SERVICES NO. 1

CONSULTING SERVICES: DEFINITIONS AND STANDARDS

Introduction

1. Consulting services that CPAs provide to their clients have evolved from advice on accounting-related 
matters to a wide range of services involving diverse technical disciplines, industry knowledge, and 
consulting skills. Most practitioners, including those who provide audit and tax services, also provide 
business and management consulting services to their clients.

2. Consulting services differ fundamentally from the CPA's function of attesting to the assertions of other 
parties. In an attest service, the practitioner expresses a conclusion about the reliability of a written 
assertion that is the responsibility of another party, the asserter. In a consulting service, the practitioner 
develops the findings, conclusions, and recommendations presented. The nature and scope of work is 
determined solely by the agreement between the practitioner and the client. Generally, the work is 
performed only for the use and benefit of the client.

3. Historically, CPA consulting services have been commonly referred to as management consulting 
services, management advisory services, business advisory services, or management services. A series 
of Statements on Standards for Management Advisory Services (SSMASs) previously issued by the 
AICPA contained guidance on certain types of consulting services provided by members. This 
Statement on Standards for Consulting Services (SSCS) supersedes the SSMASs and provides standards 
of practice for a broader range of professional services, as described in paragraph 5.

4. This SSCS and any subsequent SSCSs apply to any AICPA member holding out as a CPA while 
providing Consulting Services as defined herein.

Definitions

5. Terms established for the purpose of SSCSs are as follows:

Consulting Services Practitioner. Any AICPA member holding out as a CPA while engaged in the 
performance of a Consulting Service for a client, or any other individual who is carrying out a Consulting 
Service for a client on behalf of any Institute member or member's firm holding out as a CPA.

Consulting Process. The analytical approach and process applied in a Consulting Service. It typically 
involves some combination of activities relating to determination of client objectives, fact-finding, definition 
of the problems or opportunities, evaluation of alternatives, formulation of proposed action, communication 
of results, implementation, and follow-up.
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Consulting Services. Professional services that employ the practitioner's technical skills, education, 
observations, experiences, and knowledge of the consulting process.5 Consulting Services may include one 
or more of the following:

5 The definition of Consulting Services excludes the following:

a. Services subject to other AICPA Technical Standards such as Statements on Auditing Standards (SASs), Statements on Standards for 
Attestation Engagements (SSAEs), or Statements on Standards for Accounting and Review Services (SSARSs). (These excluded services 
may be performed in conjunction with Consulting Services, but only the Consulting Services are subject to the SSCS.)

b. Engagements specifically to perform tax return preparation, tax planning/advice, tax representation, PFP or bookkeeping services; or situations 
involving the preparation of written reports or the provision of oral advice on the application of accounting principles to specified transactions 
or events, either completed or proposed, and the reporting thereof.

c. Recommendations and comments prepared during the same engagement as a direct result of observations made while performing the excluded 
services.

a. Consultations, in which the practitioner's function is to provide counsel in a short time frame, based 
mostly, if not entirely, on existing personal knowledge about the client, the circumstances, the 
technical matters involved, client representations, and the mutual intent of the parties. Examples 
of consultations are reviewing and commenting on a client-prepared business plan and suggesting 
computer software for further client investigation.

b. Advisory services, in which the practitioner's function is to develop findings, conclusions, and 
recommendations for client consideration and decision making. Examples of advisory services are 
an operational review and improvement study, analysis of an accounting system, assistance with 
strategic planning, and definition of requirements for an information system.

c. Implementation services, in which the practitioner's function is to put an action plan into effect. 
Client personnel and resources may be pooled with the practitioner's to accomplish the 
implementation objectives. The practitioner is responsible to the client for the conduct and 
management of engagement activities. Examples of implementation services are providing 
computer system installation and support, executing steps to improve productivity, and assisting 
with the merger of organizations.

d. Transaction services, in which the practitioner's function is to provide services related to a specific 
client transaction, generally with a third party. Examples of transaction services are insolvency 
services, valuation services, preparation of information for obtaining financing, analysis of a 
potential merger or acquisition, and litigation services.

e. Staff and other support services, in which the practitioner's function is to provide appropriate staff 
and possibly other support to perform tasks specified by the client. The staff provided will be 
directed by the client as circumstances require. Examples of staff and other support services are data 
processing facilities management, computer programming, bankruptcy trusteeship, and 
controllership activities.

f. Product services, in which the practitioner's function is to provide the client with a product and 
associated professional services in support of the installation, use, or maintenance of the product. 
Examples of product services are the sale and delivery of packaged training programs, the sale and 
implementation of computer software, and the sale and installation of systems development 
methodologies.



PROFESSIONAL STANDARDS 5-49

Standards for Consulting Services

6. The general standards of the profession are contained in rule 201 of the AICPA Code of Professional 
Conduct (AICPA, Professional Standards, vol. 2, ET section 201.01) and apply to all services performed 
by members. They are as follows:

Professional competence. Undertake only those professional services that the member or the member's 
firm can reasonably expect to be completed with professional competence.

Due professional care. Exercise due professional care in the performance of professional services.

Planning and supervision. Adequately plan and supervise the performance of professional services.

Sufficient relevant data. Obtain sufficient relevant data to afford a reasonable basis for conclusions or 
recommendations in relation to any professional services performed.

7. The following additional general standards for all Consulting Services are promulgated to address the 
distinctive nature of Consulting Services in which the understanding with the client may establish valid 
limitations on the practitioner's performance of services. These Standards are established under rule 202 
of the AICPA Code of Professional Conduct (AICPA, Professional Standards, vol. 2, ET section 
202.01).

Client interest. Serve the client interest by seeking to accomplish the objectives established by the 
understanding with the client while maintaining integrity and objectivity.6 *

6 Article III of the Code of Professional Conduct describes integrity as follows:

"Integrity requires a member to be, among other things, honest and candid within the constraints of client confidentiality. Service and the public 
trust should not be subordinated to personal gain and advantage. Integrity can accommodate the inadvertent error and the honest difference 
of opinion; it cannot accommodate deceit or subordination of principle."

Article IV of the Code of Professional Conduct differentiates between objectivity and independence as follows:

"Objectivity is a state of mind, a quality that lends value to a member's services. It is a distinguishing feature of the profession. The principle 
of objectivity imposes the obligation to be impartial, intellectually honest, and free of conflicts of interest. Independence precludes relationships 
that may appear to impair a member's objectivity in rendering attestation services."

Rule 102-2 on Conflicts of Interest states, in part, the following:
"A conflict of interest may occur if a member performs a professional service for a client or employer and the member or his or her firm has 
a significant relationship with another person, entity, product, or service that could be viewed as impairing the member's objectivity. If this 
significant relationship is disclosed to and consent is obtained from such client, employer, or other appropriate parties, the rule shall not operate 
to prohibit the performance of the professional service...."

Understanding with client. Establish with the client a written or oral understanding about the 
responsibilities of the parties and the nature, scope, and limitations of services to be performed, and 
modify the understanding if circumstances require a significant change during the engagement.

Communication with client. Inform the client of (a) conflicts of interest that may occur pursuant to 
interpretations of rule 102 of the Code of Professional Conduct,7 (b) significant reservations concerning 
the scope or benefits of the engagement, and (c) significant engagement findings or events.
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8. Professional judgment must be used in applying Statements on Standards for Consulting Services in a 
specific instance since the oral or written understanding with the client may establish constraints within 
which services are to be provided. For example, the understanding with the client may limit the 
practitioner's effort with regard to gathering relevant data. The practitioner is not required to decline 
or withdraw from a consulting engagement when the agreed-upon scope of services includes such 
limitations.

Consulting Services for Attest Clients

9. The performance of Consulting Services for an attest client does not, in and of itself, impair 
independence.  However, members and their firms performing attest services for a client should comply 
with applicable independence standards, rules and regulations issued by the AICPA, the state boards of 
accountancy, state CPA societies, and other regulatory agencies.

8

AICPA independence standards relate only to the performance of attestation services; objectivity standards apply to all services. See footnote 2.

Effective Date

10. This Statement is effective for engagements accepted on or after January 1, 1992. Early application of 
the provisions of this Statement is permissible.

8
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EXHIBIT 5-8

GUIDELINES FOR DETERMINING ESTIMATED 
CURRENT VALUES OF ASSETS AND LIABILITIES

Determining Estimated Current Values. SOP 82-1 defines the estimated current value of an asset in 
paragraph 12 as "the amount at which the item could be exchanged between a buyer and a seller, each of 
whom is well informed and willing, and neither of whom is compelled to buy or sell." Current value of an 
asset is the current selling price less expected direct costs of disposal. Because the current values of some 
assets are difficult to estimate and the cost of obtaining the value may exceed the benefits of doing so, judg
ment is exercised in determining estimates of current values.

Other factors to consider include the following:

• Recent sales transactions involving similar assets and liabilities in a similar situation (paragraph 13)
• Capitalization of past or prospective earnings (paragraph 13)
• Liquidation values (paragraph 13)
• Historical cost adjusted for changes in specific price index (paragraph 13)
• Appraisal (paragraph 13)
• Discounted amounts of projected cash receipts and payments (paragraph 13)
• Consultation with a specialist (paragraph 14)

The guidelines for determining estimated current values of assets and liabilities are useful for preparing 
personal financial statements. Depending on the nature of the engagement, current-value information may 
be necessary to support the recommendations included in the financial plan.

Receivables. The current value is the discounted amounts of cash expected to be collected, using appropriate 
interest rates (paragraph 16).

Marketable Securities. Market quotations are used generally. The current value is the closing prices of the 
securities if traded on the securities exchanges on the date of the financial statement (valuation date). If the 
securities were not traded on that date but published bid and asked prices are available, the estimated current 
value should be within the range of those prices (paragraph 17).

For over-the-counter market securities many sources are available for quotes of the bid and asked prices. 
To determine the estimated current values for those securities, use either the mean of (1) bid prices, (2) bid 
and asked prices, or (3) prices of a representative selection of broker-dealers quotes of the securities 
(paragraph 18).

It may be necessary to adjust recent market price of the security to determine the estimated current market 
value. Factors to consider include quantity of securities held.

For example, a large block of equity securities may not be salable at the price a small number of shares were 
recently sold or quoted (paragraph 19). For further discussion on valuing marketable securities, see AICPA 
Audit and Accounting Guide Audits of Investment Companies, pp. 15—17.
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Options. When published prices are unavailable, the estimated current values are based on the values of the 
assets subject to option, considering such factors as exercise prices and length of the option periods 
(paragraph 20).

Investment in Life Insurance. The estimated current value is the cash value of the policy less the amount of 
loans against it. The face amount of the life insurance is disclosed (paragraph 21).

Investments in Closely Held Businesses. For closely held business investments, the net investment in a 
business enterprise at its estimated current value is presented in the statement of financial condition. This 
value is usually difficult to determine because there is usually no ready market for such an investment. 
Several procedures or a combination of procedures may be used to determine the estimated current value of 
a closely held business, including a multiple of earnings, liquidation value, reproduction value, appraisals, 
discounted amounts of projected cash receipts and payments, or adjustments of book values or cost of the 
person's share of the equity in the business. If a buy-sell agreement exists it should be considered, but it 
does not necessarily determine the estimated current value (paragraphs 22-23).

Real Estate (Including Leaseholds). Information to determine the estimated current value includes the 
following:

• Sales of similar property in similar situations
• Discounted projected cash receipts and payments relating to the property or the net realizable value 

of the property, based on planned courses of action, including leaseholds whose current rental value 
exceeds the rent in the lease

• Appraisals used to obtain financing or based on estimates of selling prices and costs from 
independent real estate agents or brokers with similar properties in similar locations

• Assessed values for property taxes, including consideration of the basis for such assessments and 
their relationship to market values in the area (paragraph 24)

Intangible Assets. If both the amounts and the timing of the cash receipts and payments arising from the 
planned use or sale of the assets can be reasonably estimated, use the projected discounted amounts. For 
example, a record of receipts under a royalty agreement may provide sufficient information to determine its 
estimated current value. The cost of a purchased intangible is used if no other information is available 
(paragraph 25).

Future Interests and Similar Assets. Discounted amounts are used for nonforfeitable rights to receive future 
sums that (1) are for fixed or determinable amounts, (2) are not contingent on the holder's life expectancy 
or the occurrence of a particular event, such as disability or death, and (3) do not require future performance 
of service by the holder. Assets that may meet those characteristics include the following:

• Guaranteed minimum portions of pensions
• Vested interests in pension or profit sharing plans
• Deferred compensation contracts
• Beneficial interests in trusts
• Remainder interests in property subject to life estates
• Annuities
• Fixed amounts for alimony for a definite future period (paragraph 26)
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Payables and Other Liabilities. The estimated current value of payables and other liabilities is the 
discounted amounts of cash to be paid. The rate implicit in the transaction in which the debt was incurred 
is the discount rate. If the debtor is able to discharge the debt currently at a lower amount, the debt should 
be presented at the lower amount (paragraph 27).

Noncancelable Commitments. Discounted amounts are used for noncancelable commitment to pay future 
sums that meet the characteristics described as future interests. Examples may include alimony and 
charitable pledges (paragraph 28).

Income Taxes Payable. The liability should include (1) unpaid income taxes for completed tax years and 
(2) the estimated amount for income taxes accrued for the elapsed portion of the current tax year to the date 
of the financial statements. That estimate is based on the relationship of taxable income earned to date to 
total estimated taxable income for the year, net of taxes withheld or paid with estimated tax returns 
(paragraph 29).

Estimated Income Taxes. SOP 82-1 requires that estimated income taxes be calculated on the differences 
between the estimated current values of assets and the estimated current amounts of liabilities and their tax 
bases (paragraph 30). The methods and assumptions used to compute the estimated taxes should be 
disclosed. The estimated taxes should be presented between the liabilities and net worth.

When an accountant is engaged to compile or review a financial statement that fails to include a provision 
for estimated income taxes, the accountant should consider modifying the standard report to disclose this 
departure. If the written person financial plan includes personal financial statements that will be used solely 
to assist in developing a personal financial plan and not used to obtain credit, the accountant may comply 
with SSARS 6.

Required Disclosures. SOP 82-1 describes financial disclosures necessary to make the financial statements 
adequately informative in paragraph 31. SSARS 1, paragraphs 19-21, permits an accountant to compile a 
financial statement that omits the required disclosures if the omission is clearly indicated in the accountant's 
report, and it is not done to mislead the users of the financial statement. A paragraph describing the omission 
should be added to the standard report. If the financial statement does not disclose that assets are presented 
at estimated current values and liabilities at estimated current amounts, the accountant should include the 
following sentence at the end of the first paragraph of his report: "The financial statements are intended to 
present the assets of [name of client] at estimated current values and their liabilities at estimated current 
amounts."

SSARS 6, Reporting on Personal Financial Statements Included in Written Personal Financial Plans, 
provides information on the special reporting requirements for personal financial statements included in 
written personal financial plans that are not expected to be used for credit granting purposes and that are 
intended to help the client and his or her advisers implement the plan. This special disclaimer states that the 
statement of financial condition may not be prepared in accordance with GAAP (see reprint of SSARS 6 in 
exhibit 5-9).
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EXHIBIT 5-9

SSARS 6, REPORTING ON PERSONAL FINANCIAL STATEMENTS 
INCLUDED IN WRITTEN PERSONAL FINANCIAL PLANS

SSARS 6 Text

1. This statement provides an exemption from Statement on Standards for Accounting and Review Services 
(SSARS) 1, as amended, for personal financial statements that are included in written personal financial 
plans prepared by an accountant, and specifies the form of written report required under the exemption.  
However, this statement does not preclude an accountant from complying with SSARS 1 in such 
engagements.

1

2. Because the purpose of such financial statements is solely to assist in developing the client's personal 
financial plan, they frequently omit disclosures required by generally accepted accounting principles 
(GAAP) and contain departures from GAAP or from an established comprehensive basis of accounting 
other than GAAP.

3. An accountant may submit a written personal financial plan containing unaudited personal financial 
statements to a client without complying with the requirements of SSARS 1, as amended, when all of 
the following conditions exist:

1 For purposes of this statement, personal financial statements are those financial statements of an individual that meet the definition of financial 
statements in paragraph 4 of SSARS 1, Compilation and Review of Financial Statements.

a. The accountant establishes an understanding with the client, preferably in writing, that the 
financial statements—

(i) Will be used solely to assist the client and the client's advisers to develop the client's personal 
financial goals and objectives.

(ii) Will not be used to obtain credit or for any purposes other than developing these goals and 
objectives.

b. Nothing comes to the accountant's attention during the engagement that would cause the 
accountant to believe that the financial statements will be used to obtain credit or for any purposes 
other than developing the client's financial goals and objectives.

4. An accountant using the exemption provided by this statement should issue a written report stating that 
the unaudited financial statements—

a. Are designed solely to help develop the financial plan.
b. May be incomplete or contain other departures from GAAP and should not be used to obtain credit 

or for any purposes other than developing the personal financial plan.
c. Have not been audited, reviewed, or compiled.
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5. The following is an illustration of an appropriate report when an accountant uses the exemption provided 
by this statement.

The accompanying Statement of Financial Condition of X, as of December 31, 19XX, was 
prepared solely to help you develop your personal financial plan. Accordingly, it may be 
incomplete or contain other departures from generally accepted accounting principles and 
should not be used to obtain credit or for any purposes other than developing your financial 
plan. We have not audited, reviewed, or compiled the statement.

6. Each of the personal financial statements should include a reference to the accountant's report.

Effective Date

7. This statement is effective on September 30, 1986.

Interpretation of SSARS 6: Reporting on Personal Financial Statements Included in Written Personal 
Financial Plans: Accounting and Review Services Interpretation of Section 600

1. Submitting a Personal Financial Plan to a Client's Advisers

.01 Question—Paragraph 3 of Statements on Standards for Accounting and Review Services (SSARS) 6, 
Reporting on Personal Financial Statements Included in Written Personal Financial Plans, states that an 
accountant may submit a written personal financial plan containing unaudited personal financial statements 
to a client without complying with the requirements of SSARS 1, Compilation and Review of Financial 
Statements when, among other conditions, the accountant establishes an understanding with the client that 
the financial statements will be used solely to assist the client and the client's advisers to develop the client's 
personal financial goals and objectives. Does developing the client's personal financial goals and objectives 
encompass implementing the personal financial plan by the client or the client's advisers?

.02 Interpretation—Yes. Developing a client's personal financial goals and objectives includes 
implementing the personal financial plan by the client or the client's advisers because implementing the plan 
may be considered the culmination of the process of developing personal financial goals and objectives. 
Therefore, an accountant may submit a written personal financial plan containing unaudited personal 
financial statements to a client, to be used by the client or the client's advisers to implement the personal 
financial plan, without complying with the requirements of SSARS 1 provided the conditions in paragraph 
3 of SSARS 6 exist.

.03 Examples of implementation of a personal financial plan by the client's advisers include use of the plan 
by:

• an insurance broker who will identify specific insurance products.
• an investment adviser who will provide specific recommendations about the investment portfolio.
• an attorney who will draft a will or trust documents.

[Issue Date: May, 1991.]
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EXHIBIT 5-10

MINIMUM PRESENTATION REQUIREMENTS FOR 
PROSPECTIVE FINANCIAL STATEMENTS

(EXCERPTED FROM THE AICPA GUIDE FOR PROSPECTIVE 
FINANCIAL INFORMATION, PARAGRAPH 8.06)

Prospective information presented in the format of historical financial statements facilitates comparisons 
with financial position, results of operations, and cash flows of prior periods, as well as those actually 
achieved for the prospective period. Accordingly, financial projections preferably should be in the format 
of the historical financial statements that would be issued for the period(s) covered if there is no agreement 
between the responsible party and potential users specifying another format [emphasis added]. Financial 
forecasts may take the form of complete basic financial statements1 or may be limited to the following items 
(where such items would be presented for historical financial statements for the period):1 2

1 The details of each statement may be summarized or condensed so that only the major items in each are presented. The usual footnotes 
associated with historical financial statements need not be included as such. However, items j, k, and 1 should be disclosed.

2 Similar types of financial information should be presented for entities for which these terms do not describe operations, as illustrated in 
paragraph 9.02. Furthermore, similar items should be presented if a comprehensive basis of accounting other than generally accepted accounting 
principles is used to present the forecast. For example, if the forecast is presented on the cash basis, item a would be cash receipts. The basis 
of accounting on which the forecast is presented should be appropriate for the use of the forecast.

3 The responsible party should disclose significant cash flows and other significant changes in balance sheet accounts during the period. However, 
neither a balance sheet nor a statement of cash flows, as described in FASB Statement No. 95, Statement of Cash Flows, is required. 
Furthermore, none of the specific captions or disclosures required by FASB Statement No. 95 are required. Significant changes disclosed will 
depend on the circumstances; however, such disclosures will often include cash flows from operations. Exhibits 9.07 and 9.11 [of the Guide 
for Prospective Financial Information] illustrate alternative methods of presenting significant changes in financial position.

a. Sales or gross revenues
b. Gross profit or cost of sales
c. Unusual or infrequently occurring items
d. Provision for income taxes
e. Income from continuing operations
f. Discontinued operations or extraordinary items
g. Net income
h. Primary and fully diluted earnings per share
i. Significant changes in financial position3
j. A description of what the responsible party intends the financial forecast to present, a statement 

that the assumptions are based on the responsible party's judgment at the time the prospective 
information was prepared, and a caveat that the projected results may not be achieved

k. Summary of significant assumptions
l. Summary of significant accounting policies
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Items a through i, above, represent the minimum items that constitute a financial forecast. A presentation 
that omits one or more of those that are applicable4 would be a partial presentation and, thus, would not 
ordinarily be appropriate for general use.5 If the omitted applicable item is derivable from the information 
presented, the presentation would not be deemed to be a partial presentation.

4 An applicable item is one that would be presented for historical financial statements. For example, earnings per share would not be an 
applicable item for a nonpublic entity since earnings per share are not required to be presented for historical financial statements for such entities.

5 See chapter 23 [of the Guide for Prospective Financial Information] for a discussion of partial presentations.

6 This level of detail should be comparable to that presented in historical financial statements.

Items j through /, above, are disclosures that should accompany the forecast whether the presentation is 
limited to applicable minimum items or presents more detail. The omission of item j, k, or l from a 
presentation that contains at least the applicable minimum items would not make it a partial presentation; 
it would be a deficient presentation because of the lack of required disclosures.

The guidelines for preparation of financial forecasts (chapter 6 [of the Guide for Prospective Financial 
Information]) apply even if the presentation is limited to the minimum items above. Therefore, the under
lying data used in the preparation of financial forecasts should be sufficient to allow presentation of detailed 
statements, even though only the minimum are to be presented.6

Each page of a financial forecast should contain a statement that directs the reader to the summaries of 
significant assumptions and accounting policies.
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APPENDIX A

BUSINESS PLAN FOR PFP SERVICES

INTRODUCTION

A business plan is important whether you're adding PFP services to an existing practice, starting a new 
practice to provide PFP services, or want to operate your existing PFP practice more profitably.

A business plan provides logic, discipline and an organized approach to the delivery of PFP services and 
improves your ability to establish and meet goals. The planning process helps you to test the feasibility of 
your plan, provide a benchmark for evaluating and controlling performance, and communicate the plan to 
professional staff involved in carrying out the plan.

DEVELOPING A BUSINESS PLAN

The AICPA's Management of an Accounting Practice Handbook (MAP Handbook) includes a chapter on 
developing long-range and annual business plans. Chapter 104 identifies the following steps common to 
long-range plans:

1. Select a planning team. Small practices can assign the partner in charge of financial planning to 
develop the plan. Other partners, or, for sole proprietorships, another practitioner, can act as a sounding 
board.

2. Develop an agenda and timetable. The planning process requires time-consuming steps such as data 
gathering, goal identification, and the development of forecasts. Consequently, assignments and 
deadlines are necessary to complete the project.

3. Decide on the duration of the plan. The plan should give proper recognition to the firm's long-range 
objectives and still be manageable. Trying to formulate detailed plans for five or more years can be 
frustrating because of the difficulty in projecting financial and operating data over an extended period.

4. Identify the purpose for offering PFP services. In this step you must look forward and determine 
what you want to be. This step will give direction and meaning to the plan.

5. Identify goals and objectives. This is the first step in determining how to use the practice's resources 
to accomplish its purpose for offering financial planning. The objectives should reflect the general 
aims and the goals should reflect the specific targets. All partners should be surveyed or interviewed 
so that they can contribute to the development of objectives and goals. Objectives and goals should 
be material, consistent, challenging, measurable, reasonable, and tied to a reward system. They usually 
address the following:

• Contributions from financial planning services

• Billings for the department's partners and employees
• The number of new financial planning clients
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• How financial planning fits into the practice's organizational structure

• Development of new financial planning services
• Staffing changes
• Contribution to bringing in new business for other services of the practice

6. Evaluate goals and objectives. The planning team evaluates all identified goals and selects a set of 
goals that is compatible with the statement of purpose, consistent, flexible, and attainable. It 
determines the priority of the goals.

7. Prepare financial forecasts. Financial forecasts are then prepared for each year in the plan or for as 
many years as seem meaningful.

8. Prepare a marketing plan. A marketing plan is critical to the success of long-range planning and 
should be interwoven into the planning process. The development of a marketing plan typically 
involves an analysis of the firm's market and the identification of appropriate strategies for tapping that 
market. For more information, please refer to Chapter 3, Marketing and Selling PFP Services.

9. Communicate the plan. Everyone in the firm must understand and support the plan for it to be 
successful. Copies or summaries of the plan can be discussed in a staff meeting, followed by informal 
discussions, as needed.

10. Monitor the plan. To be effective, the partner in charge of PFP should monitor the plan to see that 
assignments and responsibilities are being carried out. The plan should be modified to reflect changing 
conditions.

11. Repeat the cycle. The planning process should be repeated annually. Subsequent plans typically 
become more sophisticated as the benefits of planning are realized.

The MAP Handbook includes a more complete discussion of each planning step, as well as illustrative plans, 
worksheets, and survey forms.

CONTENTS OF A BUSINESS PLAN

The contents of a business plan depend on the purpose for developing the plan. It may be to determine the 
feasibility of offering PFP services or to improve the profitability of your current PFP services. Depending 
on its purpose, the plan may emphasize financial projections, marketing strategies, or some other area.

An outline of a business plan for adding PFP services to an existing practice follows. An illustrative business 
plan immediately follows the outline.
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OUTLINE OF A PERSONAL FINANCIAL PLANNING BUSINESS PLAN

I. Philosophy
A. Purpose of business plan

Define the purpose (to test feasibility, gain control over the practice area, encourage a team 
effort, or other reason) and focus the plan on that purpose

B. Purpose for offering PFP services

II. PFP Goals and Objectives
A. Overall objectives for financial planning services
B. Nature of PFP services
C. Distinctive PFP capabilities
D. Specific short-term and long-term goals

III. Market Analysis (based on experience, surveys, and research)
A. Industry description and outlook

1. Current description of PFP market
2. Size of market historically, currently, in five years, and in ten years
3. Trends in PFP industry
4. Major client groups

B. Target markets
1. Description of primary target market, including needs
2. Size of target market
3. Market penetration

a) goal
b) rationale for estimate

4. Fee structure: Allow for write-offs during the start-up period
5. Methods for identifying potential financial planning clients: Review of client tax files, 

financial planning checklists for tax clients, seminars, brochures, newsletters, 
advertising, and so forth

6. Trends and expected changes in target market
7. Secondary target markets: Size, penetration, trends

C. Client survey results
1. Reaction of potential PFP clients
2. Survey results, if any

D. Competition
1. Identification: Existing and potential
2. Strengths: Market penetration, ability to satisfy needs
3. Weaknesses: Market penetration, ability to satisfy needs
4. Competition's interest in your target market

IV. PFP Services
A. Description of PFP services offered
B. How services will meet the needs of target markets
C. Ability to provide services
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D. Competitive advantages
E. Regulatory restrictions (state and federal laws regulating financial planners or investment 

advisers)

V. Marketing Activities (describe the planned activities that will enable the practice to meet the 
revenue projections in the financial data)
A. Strategy for growth in services
B. Communication methods: Promotion, advertising, public relations, client meetings, seminars, 

and so forth

VI. Operations
A. Procedures for delivering PFP services. The following publications describe financial 

planning procedures:
1. Guide to Personal Financial Planning. Fort Worth, TX: Practitioners Publishing Co., 

updated periodically
2. Personal Financial Planning Practice Handbook. New York: American Institute of 

Certified Public Accountants, published annually
3. Pond, Jonathan D. Personal Financial Planning Handbook. New York: Warren, 

Gorham and Lamont, Inc.
4. Tax Management Financial Planning. Washington, DC: Bureau of National Affairs, 

Inc., updated periodically
B. Quality control

Some of the publications listed above include quality control procedures
C. Capacity

1. Current
2. Anticipated increases in capacity

D. Competitive advantages: Experience, techniques, technology

VII. Structure and Staffing
A. Position of PFP within organizational structure
B. Staff structure of financial planning department
C. Planned additions to financial planning staff

VIII. Financial Data (should reflect information presented in earlier section)
A. Start-up costs
B. Break-even analysis
C. Projected financial data
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ILLUSTRATIVE BUSINESS PLAN

The following business plan was developed by a local firm adding a PFP department to its practice. A 
description of the practice is provided to make the plan more meaningful.

Practice Profile

The practice that developed the plan has one office and gross billings of about one million dollars a year. 
Tax department fees make up about 25 percent of the gross fees. The practice's professional staff consists 
of four partners, two managers, and seven staff members.

Joe Miller has been chosen to head the PFP area. He has demonstrated technical ability in PFP and good 
communication skills, as well as a strong interest and desire to provide these services to clients. Joe will be 
assisted by a manager and two professional staff. Because of the firm's size, its professional staff members 
are shared by various departments. From January through April, Joe plans to concentrate on marketing 
efforts. Between May and December, tax department staff will be available to help provide PFP services. 
Most of the actual work will be performed during this period.. That schedule is designed to permit the firm 
to use its staff effectively during the non-busy season. Other partners will act primarily as client relationship 
managers, setting up initial meetings and monitoring each engagement's progress. Clerical time is minimal 
on PFP engagements because professional staff produce the written report on a personal computer.

PFP services require specialized knowledge. Joe will therefore develop a training program for the staff that 
will include AICPA continuing professional education (CPE) courses.
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BUSINESS PLAN FOR PFP SERVICES

Philosophy

The overall goal of the practice is to provide high quality profitable PFP services. Initially, these services 
will be provided to our clients who have high incomes or high net worth or both. The purpose of this service 
is threefold:

1. To help clients choose the best financial options open to them
2. To provide clients with a plan of action they can follow to reach their goals
3. To give clients control over their financial affairs

We believe that, as CPAs, we are uniquely qualified to provide PFP services to clients. Our qualifications 
include the following:

• Technical competence
• Familiarity with the client's personal financial position, financial problems, and financial goals
• Analytical ability and experience in financial and analytical problem solving
• Professional objectivity and integrity
• Ability to aid clients in assembling a team of competent professional advisers in legal, insurance, 

investment, and other fields

We will strenuously avoid both actual and perceived conflicts of interest in our planning services. We will 
always work for what is in the best interest of our client. Our long-term profitability is tied directly to the 
ongoing success of our clients.

We are committed to designing personalized, high quality financial plans for our clients—plans specifically 
designed to accomplish the client's personal and financial objectives. In order to insure that plans continue 
to be valuable to clients, we are committed to contacting our planning clients at least annually to update their 
plans. Our fees will be structured so that we can provide the level of service to which we are committed.

We believe that PFP is a part of an on-going advisory relationship and if a financial plan is to be of the 
greatest value to a client, it must reflect the client's total financial environment. In nearly every case, for 
example, decisions about investments and insurance are linked to overall retirement planning. It would be 
irresponsible to ignore retirement goals and lifestyle costs in the analysis of a client's insurance or investment 
needs. For this reason we will usually do segmented planning only for those clients whose financial picture 
we are already familiar with; that is, clients who will not be done a disservice if we address only a portion 
of their financial needs. While the initial fee for comprehensive planning will be higher, we believe that 
ultimately clients will save fees by having all areas of their financial lives examined. It is our belief that 
most clients who request only segmented planning services will ultimately request that we evaluate other 
planning areas also.

We will consistently strive to attain the highest level of professionalism possible in the relationship we have 
with clients.
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Goals

This section lists both the long- and short-term general goals that we have set for our PFP practice. They 
are not necessarily listed in the order of importance. The section on specific objectives explains how we plan 
to reach these goals.

1. To have PFP revenue generated from the sources shown in table 1.

2. To provide planning services almost exclusively to clients who meet at least one of the following 
criteria:

• Net worth of at least $250,000
• Annual income of at least $75,000
• Persons meeting neither of the above financial thresholds but who will soon have such a financial 

profit, perhaps because they are executives and shareholders in a company that is about to go public

3. To offer our PFP services to existing clients during year 1 and market to nonclients, as well, in later 
years.

4. To obtain software or develop templates for use in automating PFP services.

5. To develop an investment portfolio allocation tool to provide clients with quantitative criteria for 
investment selection.

6. To develop standard documentation procedures for working papers.

7. To develop a plan-implementation management system to help our clients obtain maximum value from 
the planning process.

8. To develop procedures to use after the initial financial plan is developed and insure that necessary plan 
updating is being provided to clients.

9. To provide all professionals with adequate training and experience in the PFP practice area.

10. To implement quality control procedures for the plan preparation process. These procedures will insure 
that the plans we prepare have consistent quality and proper scope.

11. To have investment- and personal-expense monitoring services ready for all clients during year 2. The 
monitoring service will be integrated with our other services. It will give clients a tool for evaluating 
whether their investment performance and personal expenses are actually in line with the assumptions 
made in their financial plans.
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12. To monitor the requirement to register as an investment adviser pursuant to federal and state legislation.

13. To acquire and maintain malpractice insurance that provides adequate coverage for the PFP services 
we provide.

14. To limit administrative expenses and unbilled hours.

Specific Objectives

Specific objectives for each of the fourteen goals are listed below, along with the persons assigned to carry 
them out and the dates by which the objectives should be accomplished.

Person Target
Assigned Date

1. Increase Service Mix

Expose every individual tax client to PFP services. __________ __________

2. Client Selection

To insure that prospective clients fit our client profile, complete an 
evaluation before undertaking a PFP engagement. __________ __________

3. Marketing

Prepare a PFP checklist to assist in identifying potential PFP clients.
This checklist will be completed during the tax interview process and 
will be used to educate our existing clients that we now offer PFP 
services. __________ __________
During the summer and fall of year 1, develop PFP referral sources 
among—

1. Existing clients. __________ __________
2. Bankers. __________ __________

3. Insurance professionals. __________ __________
4. Securities brokers and dealers. __________ __________

5. Major corporate employers. ---------------- ----------------

4. Computer Software Search

Select suitable PFP software from the following alternatives:

• An integrated PFP package __________ __________
• Software packages for different PFP modules __________ __________
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Person
Assigned

• Internally developed software __________

5. Asset Allocation Module

Research asset allocation tools and methods. __________

6. Working Papers Documentation

Develop a standard index and cross-referencing system for all PFP
files. __________

7. Plan Implementation

Develop a computerized tickler system that tracks the specific action
items for each client. __________

8. Plan Updating

Contact each PFP client to see if changes in their financial status 
require the plan to be updated. __________

9. Professional Experience and Expertise

Obtain Personal Financial Specialist designation. (CFP, ChFC, or CFA 
designations may also be pursued in order to provide educational 
background.) __________

Complete at least 16 hours per year of CPE in PFP related areas. _________

Attend the annual AICPA PFP Conference. __________

Maintain all required licenses in appropriate states. __________

Complete professional reading of approximately 15 to 20 hours each
month relating to finance, economics, and tax. _________

Attend quarterly meetings with other PFP professionals, such as 
specialists in investments, insurance, and estate planning. _________

Target 
Date
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Person 
Assigned

Target 
Date

10. Quality Control

Review all material to insure that all areas of the plan are covered and 
other points of view are considered. __________

Develop standard engagement work program and checklists. __________

Submit all financial plans to a two-level review process, consisting of 
a detailed and a general review. __________

Our entire practice operation shall be involved in a practice peer 
review. __________

11. Monitoring Service

The cover letter sent with the year 1 tax organizers will emphasize 
signing up for the monitoring service so that clients can easily organize 
tax information for year 2. At either the meeting to gather tax return 
information or the meeting to deliver the return, the discussion will 
emphasize monitoring services. __________

We anticipate that the higher net worth individuals who are dealing 
with numerous money managers will be more interested in the 
investment monitoring service, while those individuals with moderate 
incomes of $75,000 to $150,000 will find the expense monitoring of 
greatest benefit. Both investment and expense services will be offered 
to all clients and can be used either together or independently. Every 
monitoring client will be contacted to explore their potential as 
planning clients.

12. Registration Issues

Although not registered as investment advisers, we will comply with 
the administrative requirements of the act, such as making all 
disclosures to both actual and prospective clients; written engagement 
letters; written plans for all engagements, including limited segmented 
engagements; continued refusal of commissions or related income, etc. ----------------
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Person Target
Assigned Date

13. Malpractice Insurance

We will try to obtain a minimum of $1,000,000 of malpractice
coverage. __________ __________

14. Administrative Costs

We will limit administrative expenses as indicated in tables 2 and 3. __________ __________

Organizational Structure

Staffing

At least three individuals will attend to each PFP engagement — two partners and one staff person.

The role of the partner responsible for the engagement is as follows:

• Conduct all client meetings from start to completion of planning process
• Draft portions of plan in which he has expertise
• Act as primary reviewer of entire plan

The role of the second partner is limited to attending a review committee session. This session will take 
place as soon as the staff member has analyzed the client data. The purpose of the review committee session 
is to share ideas and clarify planning issues that need to be addressed in the plan.

The role of the staff person is to:

• Attend all data-gathering sessions with the client.
• Perform necessary background research for the plan.
• Participate in review committee sessions.
• Prepare engagement and transmittal letters, develop all necessary workpapers, organize client files, 

and draft the analysis of the client's situation and the goals and assumptions sections of the report.

Fees

Seek to achieve standard hourly rates for all work performed. We anticipate that fees for comprehensive 
plans will range from $2,000 to $7,500 per plan.1

1 These fees are illustrative only. Actual fees for PFP engagements vary according to factors such as the complexity of the 
engagement, the experience of the CPA, the relationship with the client, and local market conditions.
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APPENDIX B

PFP WORK PROGRAM

INTRODUCTION

The PFP Work Program was designed to guide CPA financial planners performing personal financial 
planning engagements. Although the PFP Work Program can be used like a typical audit program, it 
differs significantly in that it does not provide precise, comprehensive steps to be performed. Since the 
PFP process is more art than science, the PFP Work Program indicates general factors that should be 
considered in PFP engagements.

The flexibility demanded by the PFP process requires you to be knowledgeable and experienced and to 
exercise professional judgment. The PFP Work Program is designed to stimulate your thought process in 
developing more specific procedures and in gathering the necessary facts and documentation to provide 
PFP services. More importantly, it helps to identify planning issues and strategies.

The preliminary and final considerations checklist are useful in all engagements. The topical work 
programs can be used individually for segmented PFP engagements or as a complete set for comprehensive 
PFP engagements.

USING THE PFP WORK PROGRAM

To maximize the usefulness of the PFP Work Program, you may use it in one of the following ways:

1. Manual reproduction. Photocopy the work program and complete it as you work through a PFP 
engagement.

2. Electronic reproduction. A 3½" diskette containing a WordPerfect version of the work program is 
included with this Handbook. Use the work program as is or tailor it to your individual specifications.

3. Audit Program Generator 2 (APG2). If you have the AICPA's APG2, you can use the PFP Library 
Volumes for APG2 to generate the portions of the work program you need. PFP Library Volume 3 
contains the PFP Work Program. (Product information about APG2 and the Library Volumes is 
included in the "Resources" section of this Handbook.)

Instructions for Audit Program Generator Users

The PFP Automated Work Program, which operates off the APG2 system, affords the user flexibility in 
editing programs, adding or deleting sign off columns and tailoring a particular program for a specific 
client. In addition, APG operates on a stacking or leveling concept, in which subsets or additional 
procedures can be created and called on when necessary. See the APG User's Manual for more detailed 
information.
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The library volume disk contains the following:

1. Preliminary Information Programs

• Preliminary Information Form
• Closely held Business Planning Form

2. Work Program

• Preliminary Considerations
• Topical Work Programs

- Analysis of Net Assets & Cash Flow
- Income Tax Planning
- Investment Planning
- Education Funding
- Risk Management
- Retirement Funding
- Estate Planning
- Closely Held Business Planning

• Final Considerations

SUPPLEMENTARY INFORMATION

Many of the steps listed in the work program involve analyses and calculations. You will find many of the 
forms for these calculations in the appropriate volume of the PFP Library. In addition, Version 2.0 of the 
AICPA's PFP Partner software can help you perform many of the analyses and funding calculations for 
retirement, education, or other goal funding and in assessing your clients' risk management needs.
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PRELIMINARY INFORMATION FORM

Client Name:________________________________________________________________________________

Spouse Name:_______________________________________________________________________________

Dates of Birth: Client:____________________________ Spouse:____________________________

Occupations: Client:____________________________________________________________________
Spouse:____________________________________________________________________

Children and Other Dependents:

Name Relationship Birthdate

Financial Profile:

Liquid Assets
Other Investment Assets
Personal Assets
Total Assets

Short-Term Liabilities
Other Liabilities
Total Liabilities
Net Worth

Employment Cash Flow

Investment Cash Flow

Basic Living Expenditures
Housing
Transportation
Food
Clothing 
Health Care
Insurance
Discretionary Expenditures 
Entertainment
Vacation
Gifts 
Contributions 
Income Taxes

Amount Available to Fund Objectives

$_____________
$_____________
$_____________
$_____________
$_____________
$_____________
$_____________
$_____________
$_____________
$_____________
$_____________

$_____________
$_____________
$_____________
$_____________
$_____________
$_____________
$_____________
$_____________
$_____________
$_____________
$_____________
$_____________

$_____________
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Date of Most Recent Wills:

Client:____________________________ Spouse:____________________________

Insurance Summary:

Life Insurance — Face Amount

Client:____________________________ Spouse:-------------------------------------------

Disability — Monthly Benefit

Client:____________________________ Spouse:-------------------------------------------

Medical Insurance:

Client: □ Yes □ No Spouse: □ Yes □ No

Casualty Insurance:

Client: □ Yes □ No Spouse: □ Yes □ No

List Unique Circumstances and Other Factors (Example: Debt Guarantees):

List Client's Key Concerns:

Note: This form suggests a minimum level of information needed for preliminary engagement decisions. 
More information may be needed to make the initial engagement decision and generally will be 
needed to continue into actual planning.
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CLOSELY HELD BUSINESS PLANNING FORM

This form is designed to help you gather more information about the client's business than could be readily 
ascertained by analyzing historical financial information; that is, the Business Financial Profile refers to 
average balances of balance sheet items at estimated fair market value rather than cost, providing an 
approximation of the net worth of the business. In addition, while obtaining information for each line item 
and asking for the average accounts receivable balance, you might ask the client to describe the average 
turnover of accounts receivable and collections.

Business Name:__________________________________________________ -—-—-—-— -------------------

Name of Proprietor: __________________________________________________ -—   ------------------

Nature of Business: __________________________________________ —-—     --------------------------

Ownership Form: --------------------------------------------------------------------------------- -------- -—--------------------
Ownership Percentage:____________________________________________ _____—.  — -------------------

Year Started:_____________ ___________________________________________________—-----------------

Employees in Addition to Owner: ---------------------------------------------------------------------------------------------

Business Financial Profile:

Average Cash Balance

Average Accounts Receivable Balance
Average Inventory Balance

Property and Equipment

Total Assets

$----------------------
$----------------------
$----------------------
$_____________
$----------------------

Average Balance Short-Term Liabilities $______________
Average Balance Long-Term Liabilities $----------------------

Total Liabilities $----------------------

Net Equity $----------------------

Client's Value Estimate

Gross Revenue

Cost of Sales

Net Profit

Operating Expenses

Debt Service 
Salaries/Distribution 
Net Cash Available

$----------------------
$----------------------
$----------------------
$----------------------
$----------------------
$----------------------
$----------------------
$_____________
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List Unique Circumstances and Commitments with Regard to Business Including Personal Loan 
Guarantees:

List Client's Key Concerns and Future Expectations:

Note: This form suggests a minimum level of information needed for preliminary engagement decisions. 
More information may be needed to make the initial engagement decision and generally will be 
needed to continue into actual planning.
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PFP WORK PROGRAM

W/P
Done By Ref. Date

A. Preliminary Considerations

1. Preliminary Data Gathering

a. Obtain sufficient nonfinancial data for initial engagement
decisions (see section on Initial Engagement Decision). ________ ________ ______

b. Obtain sufficient financial data for initial engagement
decision (see Preliminary Information Form). ________ ________ ______

c. If client owns a controlling interest in a closely held 
business, gather sufficient preliminary information about 
it for initial engagement decision (see Closely held
Business Planning Form). ________ ________ ______

2. Initial Engagement Decision in Light of Preliminary Data 
Gathering

a. Determine whether anything should be done 
considering—

(1) . Cost/Benefit limitations ------------ ------------ ----------

(2) . Planner's abilities and inclinations ------------ ------------ ----------

(3) . Possible need to register as investment advisor
and/or insurance advisor with Federal and/or state 
government ________ ________ ______

(4) . Client's commitment to the planning process in
general ------------ ------------ ----------

b. Make an initial assessment of appropriate engagement 
scope.

(1).  Consultation ------------ ------------ ----------

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

(2) . Segmented engagement ________ ________ _____

(3) . Comprehensive engagement ________ ________ _____

3. Determine Engagement Scope.

a. Develop client goals. Be aware of client's special
concerns and goals. ------------ ------------ --------

b. Obtain enough additional data to make scope decision.
Confirm with client the validity of data used. ________ ________ _____

c. Determine if client's potential benefit from the engage
ment is likely to exceed client's cost. ________ ________ _____

d. Make final decision on engagement type. ________ ________ _____

e. If segmented engagement, decide on segments to
perform. ------------ ------------ --------

f. Communicate terms of engagement orally or in writing. ------------ ------------ --------

This practice aid is to be used with professional judgment that considers specific client circumstances.
Also, see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

B. Topical Work Programs

1. Analysis of Net Assets & Cash Flow

Objective: To develop a realistic estimate of client's income, expenses and financial condition 
that will serve as a basis to identify assets and cash flow that is or might be available 
for meeting client's objectives.

a. Specialized Data Gathering

(1) . Prepare a statement of net worth. ------------ ------------ ----------

(2) . Prepare a statement of cash flow. ________ ________ ______

b. Analysis of Net Worth and Cash Flow

(1) . Review statement of net worth for the following:

(a) . Is net worth concentrated in a particular asset
or assets? ________ ________ ______

(b) . How liquid and/or marketable is the client's net
worth? ------------ ------------ ----------

(c) . Are adequate liquid funds or immediate
borrowing capacity available for an 
emergency? ------------ ------------ ----------

(d) . Is the leverage of assets suitable considering
the client's objectives and ability to meet 
obligations as they come due? ------------ ------------ ----------

(2) . Review statement of cash flow for the following:

(a) . What portion of total expenditures is
discretionary? ------------ ------------ ----------

(b) . What portion of income is devoted to debt
service? ------------ ------------ ----------

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

(c).  What portion of total income is available for 
funding goals? ________ ________ _____

(3) . Feedback from client

(a) . What is the client's reaction to the preliminary
statement of cash flow? ________ ________ _____

(b) . If cash flow has not previously been analyzed,
was the client's perception of cash flow 
consistent with the results of the analysis? ________ ________ _____

(c) . Are there expenditures that the client feels
should be reduced or increased if the goal 
funding objectives could otherwise be met? ________ ________ _____

(4) . Incorporate the above analysis into a revised cash
flow projection. ________ ________ _____

(5) . Consider the advisability of implementing a system
to track expenditures. ________ ________ _____

c. Achievability of Goals

(1) . Identify assets that are available for use in meeting
goal funding objectives. ________ ________ _____

(2) . Based upon the set of assumptions that have been
agreed upon with the client, project growth or 
decline in assets and cash flow that are available for 
meeting goal funding objectives. ________ ________ _____

(3) . Evaluate whether it is likely that the client will
achieve their goals. Consider the sensitivity of a 
change in assumptions. ________ ________ _____

(4) . Determine when the client is likely to achieve
financial security (that is, the ability to support 
basic lifestyle with only investment income). ________ ________ _____

d. Development of Recommendations

This practice aid is to be used with professional judgment that considers specific client circumstances.
Also, see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

(1) . If under reasonable assumptions it is unlikely that
the client's goals will be achieved, explore with the 
client the following options:

(a) . Reduction of discretionary expenditures ------------ ------------ --------

(b) . Employment of both spouses if not already
working ------------ ------------ --------

(c) . Career counseling and education to maximize
income potential ------------ ------------ --------

(d) . Abandonment of secondary goals ------------ ------------ --------

(2) . Consider the need and possible benefit of budgetary
controls if a reduction in discretionary expenditures 
is recommended. ------------ ------------ --------

(3) . Recommend a repositioning of assets that is suitable
in relation to the time frame and priority of 
objectives. Refer to Investment Planning section. ________ ________ _____

(4) . If a progressive "spend down" of assets will be
required or desirable, consider which assets are to 
be liquidated first. Also, consider contingency plan 
for longer client life span than plan assumptions 
provide. ------------ ------------ --------

(5) . Formulate a "game plan" that incorporates the
recommendations. ------------ ------------ --------

(6) . Revise cash flow and net worth projections to
incorporate changes that will be adopted. ------------ ------------ --------

(7) . Reevaluate achievability of goals. ------------ ------------ --------

e. Coordinate With Other Financial Planning Areas.

(1).  Consider the extent to which assets are exposed to 
risk. ------------ ------------ --------

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

(2) . Consider the extent that income is vulnerable to
risk.

(a).  Stability of earned income ________ ________ ______

(1) . Termination of employment ________ ________ ______

(2) . Death or disability of a wage earner ________ ________ ______

(3) . Closely held business' financial condition ________ ________ ______

(3) . Consider vulnerability to increased expenses.

(a) . Catastrophic medical expenses ________ ________ ______

(b) . Property destruction and replacement ________ ________ ______

(4) . Consider the effect that divorce would have on the
achievability of goals.

(a) . Reduction in income available to fund goals ________ ________ ______

(b) . Reduction in assets available to fund goals ________ ________ ______

(c) . Ability of each spouse to generate an
acceptable income ________ ________ ______

f. List Other Considerations Based on Client's Specific
Circumstances. ________ ________ ______

g. Document the Rationale Supporting Your Recommen
dations in the Working Papers. ________ ________ ______

2. Income Tax Planning

Objective: Minimize and manage income taxes taking into account the objectives of clients 
overall financial plan.

This practice aid is to be used with professional judgment that considers specific client circumstances.
Also, see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

a. Strategies to Consider:

(1) . Consider advisability of tax deferral based on
present and anticipated general tax rates and client's 
circumstances. ________ ________ _____

(a) . Defer income (i.e., defer receipt of bonus
payments until following year, installment 
sales, like-kind exchange, retirement plan, 
contributions and receipts). ________ ________ _____

(b) . Accelerate deductions (i.e., pay fourth quarter
state tax estimates by December 31). ________ ________ _____

(c) . If tax rates are anticipated to increase, consider
acceleration of income and/or deferral of 
deductions (i.e., accelerate receipt of bonus 
payments, defer payment of fourth quarter state 
tax payment into the following year). ________ ________ _____

(d) . Consider taxpayers' anticipated income tax
position for the following years (i.e., tax 
bracket, income, deductions). ________ ________ _____

(e) . Consider inflation, interest rates, and
anticipated future economic conditions. ________ ________ _____

(f) . Consider utilization of withholding (or
quarterly payments) to avoid tax payment 
penalties. ________ ________ _____

(g) . Consider recharacterization of income and
deductions (i.e., passive vs. active). ________ ________ _____

(2) . Consider income tax reduction strategies.

(a).  Increase deductions (i.e., utilizing active par
ticipation on rental property rule). ________ ________ _____

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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W/P 
Done By Ref.

(b) . Use tax credits (i.e., low-income housing
credit, rehabilitation credits). ________ ________

(c) . Consider recharacterization of income and
deductions (i.e., recharacterizing itemized 
deductions subject to 2% rule to business 
category). ________ ________

(d) . Consider tax incentive investments (i.e.,
working interests in oil or gas transactions). ________ ________

(e) . Consider anticipated future tax legislation (i.e.,
reinstatement of capital gain preferences). ________ ________

(f)  Consider charitable giving (i.e., direct gifts,
charitable remainder trusts, charitable lead 
trusts, private foundations, pooled income 
funds). ________ ________

(g)  Consider tax efficient borrowing (i.e.,
refinancing nondeductible interest debt with 
deductible interest debt). ________ ________

(3) . Consider shifting income and deductions.

(a) . Consider changing property ownership to
family members or other entities (sales, gifts, 
contributions). ________ ________

(b) . Consider making payments to others (i.e.,
salaries to family members). ------------ ------------

(4) . Consider taxpayer status and changes.

(a) . Married, single, or head of household ------------ ------------

(b) . Dependents ------------ ------------

(c) . Status of employment ------------ ------------

Date

This practice aid is to be used with professional judgment that considers specific client circumstances.
Also, see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

(d) . Acquisition or disposition of property or
business ------------ ------------ --------

(e) . Marital stability or divorce ------------ ------------ --------

(f).  State of domicile for state income tax purposes ________ ________ _____

(5).  Consider tax ramifications of employer securities,
stock options and other employee benefits. ------------ ------------ --------

b. Special Tax Concerns

(1) . Evaluate alternative minimum tax (i.e., passive
losses allowable for regular tax purposes but not 
deductible for AMT). ------------ ------------ --------

(2) . Evaluate state income taxation (i.e., certain
deductions or income permitted or taxed at Federal 
level are not permitted or taxed at state level). ________ ________ _____

(3) . Assess whether related party transactions may
trigger otherwise noncurrently taxable income or 
prevent the deductibility of certain items. ------------ ------------ --------

(4) . Determine if constructive receipt doctrine requires
income recognition even though cash is not actually 
received. ________ ________ _____

(5) . Assess rules relating to relief of indebtedness that
may result in income recognition without receipt of 
cash to pay the related taxes. ________ ________ _____

(6) . Advise client of the risks, costs and the benefits of
potential tax penalties and relate interest charges. ________ ________ _____

c. Procedures

(1).  Review income tax returns for prior three years. ------------ ------------ --------

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

(a) . Look for trends, errors, loss and credit carry
forwards. Consider filing amended tax returns. ________ ________ ______

(b) . Consider past problems with Federal or state
taxing agencies. ________ ________ ______

(2) . Assess client's risk tolerance in dealing with the
Internal Revenue Service and in making tax 
incentive investments. ________ ________ ______

(3) . Select tax strategies for use in client's plan and
prepare an income tax projection before and after 
the implementation of the selected tax strategies. ________ ________ ______

(4) . Consider impact on retirement, estate, cash flow
and investment plans. Rework projections or 
computations in other planning areas (i.e., cash 
flow projection) reflect the implementation of 
selected tax strategies. ________ ________ ______

(5) . Consider reworking federal and state tax projections
on a quarterly basis to better monitor differences 
between estimated and actual results and to help 
client monitor cash flow throughout the year. ------------ ------------ ----------

(6) . Assist client in designing a record keeping system
that will aid in tracking taxable income and 
deductions. ------------ ------------ ----------

d. List other considerations based on client's circumstances. ________ ________ ______

e. Document in workpapers the rationale supporting your
recommendations. ------------ ------------ ----------

3. Investment Planning

Objective: Make sound investment recommendations that are appropriate in light of client's 
circumstances.

This practice aid is to be used with professional judgment that considers specific client circumstances.
Also, see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

a. Allocation Priorities. Determine the client's priorities
for the allocation of financial resources among 
specialized risk management needs. ________ ________ _____

(1) . Identify and segregate contingency funds. Consider
appropriate form which is generally short-time 
horizon and high liquidity. Consider placement for 
best economic benefit (i.e., return, safety, or 
maintaining bank relations). ________ ________ _____

(2) . Identify and segregate funds earmarked for
additional insurance purchases. ________ ________ _____

b. Decide on Engagement Scope. Decide if the nature of
the engagement suggests a direct goal funding approach,
a review of an investment that is currently being
considered, or a general comprehensive investment 
review. ________ ________ _____

(1) . If a direct goal funding approach is suggested, go
directly to section on Investment Strategies. ________ ________ _____

(2) . If a review of an investment that is currently being
considered is necessary, go directly to “Provide the 
Agreed-Upon Level of Investment Planning 
Services.” ________ ________ _____

(3) . If a general comprehensive investment review is
necessary, continue on with the next section below 
on gathering information regarding special invest
ment considerations. ________ ________ _____

c. Gather Information Regarding Special Investment 
Considerations.

(1).  Consider opportunities from client's employer.

(a) . 401(k) plans ------------ ------------ ---------

(b) . 403(b) plans ------------ ------------ ---------

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

(c) . ESOPs ________ ________ _____

(d) . Stock options ________ ________ _____

(e) . Stock appreciation rights ________ ________ _____

(f).  Deferred compensation arrangements ________ ________ _____

(2) . Consider client's business characteristics.

(a) . Does client's business provide special
knowledge or expertise that would enhance an 
investment opportunity? ________ ________ _____

(b) . Does client's business enjoy financial or social
leverage based on industry or community 
position that enhances the chance of success or 
lowers the risk of an investment? ________ ________ _____

(3) . Consider client's personal characteristics.

(a) . Does client have an unusually good or bad
track record in certain investment types? ________ ________ _____

(b) . Does client's past history indicate ability or
inability to deal with partners in investment 
dealings? ________ ________ _____

(c) . Do client's other commitments preclude or
mandate any investment types? ________ ________ _____

d. Gather and Analyze Data to Develop the Client's 
Investment Profile and General Deposition Toward Risk.

(1) . Schedule the client's current investment assets by
category. ------------ ------------ --------

(2) . Identify characteristics of investment assets in key
areas such as—

(a).  Diversification. ------------ ------------ --------

This practice aid is to be used with professional judgment that considers specific client circumstances.
Also, see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

(b) . Identification of assets essential to maintain a
significant portion of income stream (i.e., 
closely held business). ________ ________ _____

(c) . Liquidity. ________ ________ _____

(d) . Cash flow production. ________ ________ _____

(e) . Appreciation potential. ________ ________ _____

(f).  Inflation protection. ________ ________ _____

(g).  Need for active management. ________ ________ _____

(h) . Expected composition based on client's age. ________ ________ _____

(i) . Significant holdings of employer securities. ________ ________ _____

(j) . Possible conflict with client constraints. ________ ________ _____

(k) . Cost basis. ________ ________ _____

(3) . Assess the client's level of risk tolerance based on
general information, satisfaction with present 
investments, and other indications of risk tolerance. ________ ________ _____

(4) . Ask client to complete a questionnaire or worksheet
assessing investment preferences and assess level of 
risk apparent from the responses (Appendix C 
contains a sample Investment Preference Worksheet). ________ ________ _____

(5) . If risk assessment from item (3) varies with risk
assessment from item (4), consider using a more 
formal risk assessment model to refine actual risk 
tolerance. ------------ --------- — --------

e. Evaluate the Risk and Return Characteristics of the 
Client's Current Investments.

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

(1) . Consider relative importance of various risk
elements to client.

(a) . Market risk (susceptibility to fluctuations in
general market for an investment) ________ ________ _____

(b) . Interest rate risk (potential price fluctuations
caused by interest rate changes) ________ ________ _____

(c) . Purchasing power risk (effect of inflation and
disinflation on future income/principal of an 
investment) ________ ________ _____

(d) . Investment risk (unique to a firm or industry) ________ ________ _____

(2) . Calculate the earned after-tax yield on each
investment category for an appropriate investment 
cycle. ------------ ------------ ——

(3) . Relate the calculated yield-to-a-risk-adjustment-
yardstick (i.e., Beta, comparable yields, or "risk 
free" return comparison). ________ ________ _____

(4) . Compare the calculated yield with client's stated
goals. ------------ ------------ --------

f. Select Financial Assumptions.

(1) . Based on the previous steps, select assumptions that
are within a reasonable range for:

(a) . Interest rates. ________ ________ _____

(b) . Investment returns. ________  ________ _____

(c) . Inflation. ------------ ------------ --------

(2) . Consider impact of required time frame on financial
assumptions. ------------ ------------ --------

This practice aid is to be used with professional judgment that considers specific client circumstances.
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g. Investment Strategies. Using the financial assumptions 
selected above, determine the adequacy of the client's 
resources for achieving stated investment goals and 
analyze the appropriateness of the client's current 
investment strategies. If resources are insufficient, 
consider revising the allocation of resources, changing
goals, or using investments with higher risks and yields. ________

(1) . Identify high priority goals for which specific
strategies are presently desired or advisable (i.e., 
children's education or new home purchase). ________

(2) . Identify the required time frame in which the high
priority goals must be achieved. ________

(3) . Identify the amount of present investments and cash
flow that must be dedicated to achieve the high 
priority goal in the required time frame. ________

(4) . Measure sensitivity of accomplishing goal to
changes in assumptions. ________

(5) . Advise client of the impact of funding the high
priority goals on financial security at retirement 
age. ------------

(6) . Advise client as to the advisability of accepting
higher risk and return for potential higher yield 
based on importance of high priority goal. ________

h. Provide the Agreed-Upon Level of Investment Planning 
Services.

(1).  Consider investment product types and determine 
appropriate allocation percentage ranges based on 
required return rates, age, risk assessment, client’s 
investment management time and ability, high 
priority goals, and other client conditions. ________

W/P 
Ref. Date
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(2) . Consider special opportunities or problems of
nonmarketable securities. ________ ________

(3) . Develop alternatives for restructuring present
portfolio to achieve desired allocation. ------------ ------------

(4) . Develop alternatives for investing future cash flow
from employment to achieve desired allocation. ________ ________

(5) . Assist the client in writing a strategic investment
plan for investing based on the results of the steps 
above. ------------ ------------

(6) . Assist client in selecting investment advisor(s) for
implementing the investment plan. ------------ ------------

(7) . Assist client in developing an action plan to convert
investments that are not meeting goals. ________ ________

i. Review an Investment Which is Currently Being 
Considered.

(1) . Discuss or clarify the scope of review with client
(i.e., financial planning, tax, general, or other). If 
nonfinancial planning review, this section of the 
checklist may not apply. ------------ ------------

(2) . Determine client's goal(s) for the specific
investment under consideration by reference to the 
previous steps. ------------ ------------

(3) . Compare the characteristics of the investment to
those identified in the previous steps; note and 
discuss differences with client. ------------ ------------

(4) . List intrinsic advantages and disadvantages of the
investment based on review of supporting 
documentation. ------------ ------------

(5) . List advantages and disadvantages of the investment
based on the steps above. ------------ ------------

Date
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(6) . Develop a conclusion regarding suitability for client
based on the steps above. ------------ ------------ --------

(7) . Encourage client to consider several specific
alternatives before making a final decision. ------------ ------------ --------

j. Coordinate With Other PFP Areas.

(1) . Consider impact of closely held business risk and
return on overall investment planning. See Closely 
Held Business Planning segment. ________ ________ _____

(2) . Measure sensitivity of investment plan to possible
reduction of annual additions to investment base 
resulting from earnings decline and lifestyle 
spending increases. See Net Worth and Cash Flow 
segment. ________ ________ _____

(3) . Consider impact of tax situation on conclusions and
consider tax planning strategies if appropriate. See 
Income Tax Planning segment. ________ ________ _____

(4) . If asset level or special circumstances indicate estate
planning issues, consider evaluating investment 
ownership alternatives. See Estate Planning 
segment. ________ ________ _____

k. List Other Considerations Based on Client's Specific
Circumstances. ________ ________ _____

l. Document the Rationale Supporting Your Recommen
dations in the Working Papers. ________ ________ _____

4. Education Funding

Objective: Provide for education cost.

a. Educational Objectives of Family

(1).  Determine portion client is willing to pay. ________ ________ _____

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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(2) . Determine client's wishes for state or private
institution. ________ ________

(3) . Determine client's wishes for college or trade
school. ________ ________

(4) . Determine client's wishes for providing for post
graduate education. ________ ________

(5) . Determine client's wishes for providing for
ancillary costs (i.e., travel and added living
expenses). ________ ________

(6) . Determine parents' attitude toward children
working for college money during school year and 
summer. ------------ ------------

(7) . Determine parents' attitude toward funds provided
in excess of those required for education. ________ ________

(8) . Consider ability or desire of person to be educated. ________ ________

(9) . Determine disposition of earmarked funds if
education planned is not actually undertaken. ------------ ------------

(10).  Consider special needs or circumstances of client or 
person to be educated. ------------ ------------

b. Required Amount of Funds

(1) . Perform computation using or a similar for each
person to be educated. ________ ________

(2) . Identify funds presently earmarked for education. ________ ________

c. Financing Sources Other Than Client

(1).  Determine possible financial aid from private or 
public financial aid system. ------------ ------------

Date
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(2) . Identify resources from grandparents or other
relatives. ________ ________ _____

(3) . Consider contribution from child through earnings
or other sources (i.e., previously established
planning entity or working for family business). ------------ ------------ --------

d. Ownership of Education Fund Assets

(1) . Consider ownership by parents, children, trust, or
family partnership. ------------ ------------ --------

(2) . Consider creditor protection. ------------ ------------ --------

(3) . Consider income tax implications. ________ ________ _____

(4) . Consider estate tax implications. ________ ________ _____

(5) . Consider disposition of funds that are not used for
education. ------------ ------------ --------

e. Selection of Investment Vehicles

(1) . Consider earmarking funds or leaving funds as part
of general investments. ________ ________ _____

(2) . Evaluate rate of return used in Required Amount of
Funds section above. ------------ ------------ --------

(3) . Determine investment risk tolerance for education
funds. ------------ ------------ --------

f. Coordination With Other Financial Planning Areas

(1).  Consider life or disability insurance to assure
financial commitment. See Risk Management
section. ------------ ------------ --------

g. List Other Considerations Based on Client's Specific
Circumstances. ------------ ------------ --------

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.



B-26 PFP PRACTICE HANDBOOK

W/P
Done By Ref. Date

h. Document Reasons for Conclusions. ________ ________ ______

5. Risk Management

Objective: Identify risk exposures and manage risk exposure through avoidance, reduction, 
transfer, or retention.

a. Specialized Data Gathering

(1) . Obtain data regarding insurance policies owned.
The data-gathering forms included in Appendix C 
may be used. ________ ________ ______

(2) . For employer-provided medical benefits, consider
requesting information directly from the benefits 
administrator. ________ ________ ______

b. Risk Identification

(1) . Review all family and financial data obtained in the
data gathering process for potential sources of risk. ________ ________ ______

(2) . Review the statement of cash flow for income
sources that are subject to risk. ________ ________ ______

(3) . Seek input from client and the client's insurance
professional regarding potential sources of risk. ________ ________ ______

(4) . If the client owns a significant business interest,
consider the advisability of a risk management audit 
of the company. ________ ________ ______

c. Risk Management

(1) . For significant risks if avoidance, reduction or
retention is not desirable, determine whether 
coverage to transfer risk is in place. ________ ________ ______

(2) . Discuss with client and spouse the variables and
personal preferences that are involved in 
determining life insurance needs. Ascertain and

This practice aid is to be used with professional judgment that considers specific client circumstances.
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document the client's preferences regarding the 
parameters (i.e., desires regarding family lifestyle, 
elimination or retention of debt, or preservation of 
capital). ________ ________ ______

(3).  Calculate life and disability insurance needs. 
Modify calculations in accordance with client 
funding preferences. ________ ________ ______

d. Develop Recommendations

(1) . With input from the insurance professional and the
client, determine important policy characteristics 
and features. Compare existing policies with the 
desired features and suggest appropriate changes. ________ ________ ______

(2) . Estimate the cost of the recommended insurance
coverage and update the cash flow projections. ________ ________ ______

e. Coordinate With Other PFP Areas.

(1) . Consider life insurance needs in the context of
estate planning, retirement planning, and education 
funding. ________ ________ ______

(2) . Consider the impact of divorce or loss of
occupation on risk transfer needs. ________ ________ ______

f. List Other Considerations Based on Client's Specific
Circumstances. ________ ________ ______

g. Document Reasons for Conclusions. ________ ________ ______

6. Retirement Funding

Objective: Provide for income during retirement. Determine that assets are appropriate and 
accumulate the assets that are desired for retirement.

a. Retirement Objectives

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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(1) . Review retirement goals and objectives. ________ ________ _____

(a) . Consider time horizons. ________ ________ _____

(1) . Determine the age at which the client
wants to retire. ________ ________ _____

(2) . Determine client's most likely age for
retirement. ________ ________ _____

(b) . Consider retirement activities such as second
career and hobbies to pursue. ________ ________ _____

(c) . Consider the desired level of security during
retirement. ________ ________ _____

(d) . Quantify living expenses. ________ ________ _____

(e) . Quantify retirement income. ________ ________ _____

(2) . Review relocation plans, if any. ------------ ------------ --------

(3) . Consider impact of divorce. ________ ________ _____

b. Retirement Plan Options From Employer

(1) . Determine retirement plan(s) including early
retirement options. ------------ ------------ --------

(2) . Review medical plan. ------------ ------------ --------

(3) . Review long-term health care plan. ________ ________ _____

c. Retirement Options

(1).  Analyze investment considerations. ------------ ------------ --------

(a).  Consider changes that should be made in
investments to achieve retirement goals. ________   ________ _____

This practice aid is to be used with professional judgment that considers specific client circumstances.
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(1) . Consider changes to increase returns on
investments to meet retirement objectives. ------------

(2) . Consider changes to reflect changing
levels of risk tolerances in light of 
transactions costs and income taxes. ------------

(3) . Consider recommending that the client
make investments or reposition invest
ments to reflect desires regarding 
management of assets during retirement 
(for example, retirees may wish to spend 
more time on investments). ------------

(4) . Consider changes to achieve proper
diversity in investments. ------------

(5) . Consider recommending that the client
divert some assets to retirement use (e.g., 
retirement home). ------------

(2) . Consider repositioning personal assets. ------------

(3) . Special considerations at or near retirement:

(a) . Review elections available regarding retirement
funds, insurance contracts, social security or 
Medicare. ------------

(b) . Review changes required in insurance
coverage, (i.e., medical or long-term care). ------------

(c) . Plan for the ordering of the use of funds
considering any tax problems or opportunities 
relating to the excise taxes on retirement plans 
or the use of funds that will be income in 
respect of a decedent in the estate. ------------

W/P 
Ref. Date
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(4).  Consider counteracting any overconcentration of 
assets in employer stock or closely held business 
interests. ________ ________ _____

d. Special Management Considerations

(1) . Consider use of trusts, durable powers of attorney,
or other techniques to assure continued management
if client becomes unable or unwilling to manage
assets. ________ ________ _____

(2) . Consider whether the will or power should be
executed setting forth desired medical treatment. ________ ________ _____

(3) . Consider steps to protect against catastrophic illness
(for example, maximize the use of funds from the
public sector). ________ ________ _____

e. List Other Considerations Based on Client's Specific
Circumstances. ________ ________ _____

f. Document Reasons for Conclusions. ________ __ ______ _____

7. Estate Planning

Objective: Provide funds for heirs and dispose of assets in accordance with client's wishes.

a. Client's Wishes and Special Data

(1).  Complete or review data regarding client's wishes.
The data gathering forms in Appendix C may be
used. ________ ________ _____

(a).  Gather data regarding disposition, including:

(1) . Who are beneficiaries? ________ ________ _____

(2) . Are there special considerations regarding
spouse as beneficiary? ________ ________ _____

This practice aid is to be used with professional judgment that considers specific client circumstances.
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(3) . Are there special considerations regarding
other beneficiaries? ________ ________ _____

(4) . Are there family members who are not to
share? ________ ________ _____

(5) . Who should inherit if named beneficiaries
predecease the client? ________ ________ _____

(6) . Does client wish to make substantial
lifetime gifts? Charitable or non-charitable? ________ ________ _____

(7) . Review prior gift tax history. ________ ________ _____

(b) . Gather data regarding management, including
the following:

(1) . Is a revocable trust appropriate? ________ ________ _____

(2) . Should there be a medical or living will? ________ ________ _____

(3) . Who will be executor? ________ ________ _____

(4) . Should property be left in trust? ________ ________ _____

(5) . Collect information regarding advisors and
location of important papers? ________ ________ _____

(c) . Gather data regarding assets and potential
assets.

(1) . Use information gathered above for
overview and review it for special 
considerations at death. ________ ________ _____

(2) . Is life insurance information available? ________ ________ _____

(3) . Check available ownership information
between husband and wife; joint tenancy 
or tenants in common. ________ ________ _____

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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(4) . Are any expected inheritances not
reflected in asset information? ________

(5) . Does client possess any powers of
appointment? ------------

(6) . Should client exercise the powers of
appointment? ________

(d).  If there is a closely held business, see the 
checklist regarding Closely Held Business 
Planning. ________

(1).  If equitable title to property is different 
from legal title, determine if it should be 
corrected or conformed to client's wishes. ____

b. Estate Liquidity and Needs

(1) . Compute estimated estate or inheritance taxes and
administrative expenses. ------------

(2) . Compute estimated liquidity analysis. ------------

(3) . Compute shortfall for liquidity and total assets less
liabilities. ________

(a).  If controlled corporation exists, consider 
impact including possible IRC Section 303 
redemptions and IRC Section 6166 tax 
deferral. ------------

(4) . Consider recommending alternatives to alleviate
shortfall (i.e., insurance or investment strategies, 
leverage in estate and repositioning of personal 
assets). ________

(a) . Use appropriate procedures from other segments,
particularly insurance and investments. ________

(b) . Consider education and retirement planning. ________

This practice aid is to be used with professional judgment that considers specific client circumstances.
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(c).  If shortfall still exists, have client reevaluate 
objectives. ________ ________ _____

c. Choice of How to Manage Affairs

(1) . Consider use of revocable trust, durable power of
attorney, or other device to manage assets in event 
of incompetence or desire to shift management of 
assets. ________ ________ _____

(a) . If appropriate, check if plan accommodates
deathbed planning (e.g. ability to buy flower 
bonds and make gifts). ________ ________ _____

(b) . If safe deposit box is to be sealed at death, are
needed documents available? ________ ________ _____

(2) . Consider use of will or durable power to direct
desired level of medical treatment. ------------ ------------ --------

(3) . Select probate and revocable trust to dispose of
assets. ________ ________ _____

(a) . Use trust to avoid publicity, cost, and delays
associated with probate. ________ ________ _____

(b) . Use will to supervise probate court regarding
family disputes, or protection from creditors. ------------ ------------ --------

d. Choice of Managers

(1) . Select someone to manage affairs during life at
death, and for any continuing trust. Consider 
splitting management between policy matters, 
supervision of people to administer assets, and to 
carrying out various functions). ------------ ------------ --------

(2) . Does client need assistance in selecting an attorney
for the estate? ------------ ------------ --------

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
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(3).  If there are minor children, ask client the following
to decide on guardian and related provisions:

(a) . Who should be guardian of the children? ________ ________ _____

(b) . Who should manage assets for the children? ________ ________ _____

(c) . Consider the extent, if any, to which assets
may be used to improve lifestyle of guardian
and guardian's family. ________ ________ _____

(1) . Use a trust to avoid publicity, cost, and
delays associated with probate. ________ ________ ______

(2) . Use a will to supervise probate court
regarding family disputes and protection 
from creditors. ________ ________ ______

(3) . Consider preparation of a letter of
instructions to spouse and executor. ________ ________ ______

e. Marital Deduction Planning, If Married

(1) . If estate is likely to be over $600,000, recommend
bypass trust or document why it is not used. ________ ________ ______

(2) . Consider equalizing the two estates. ________ ________ ______

(a) . For gifts during life; consider implications of
possible divorce. ________ ________ ______

(b) . Calculate payment of tax on first estate.

(1) . Client may decide to defer decision to
surviving spouse by using disclaimer, or 
to executor with QTIP elections. ________ ________ ______

(2) . Consider impact of previously taxed
property credit if client decides to pay tax
in first estate. ________ ________ ______

This practice aid is to be used with professional judgment that considers specific client circumstances.
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(3).  Consider if marital should be a fractional 
interest or if marital or bypass should be 
the residue. ------------ ------------ --------

(3) . Ask client to decide on form of marital deduction,
such as outright to surviving spouse, general power 
trust, QTIP, estate trust, or charitable trust 
(remainder or lead). ------------ ------------ --------

(4) . Consider provision regarding simultaneous death
(i.e., death from a common accident or desired 
period of survival). ------------ ------------ --------

(5) . Consider the impact of possible divorce on marital
estate planning. ------------ ------------ --------

f. Other Disposition Considerations

(1) . Consider rights or obligations caused by cohabitation. ------------ ------------ --------

(2) . Consider impact on heirs regarding transfer. ________ ________ _____

(a) . Ask client to decide on appropriate ages for
beneficiaries to have control of assets. ------------ ------------ --------

(b) . Consider if there are any special needs of
beneficiaries that should be provided for. ------------ ------------ --------

(c) . Consider if steps should be taken to educate
beneficiaries regarding the assets to be 
received. ------------ ------------ --------

(3) . Consider use of generation-skipping tax exemptions). ------------ ------------ --------

(4) . Consider if provisions should be made to allow
others to disclaim to get marital deduction. ------------ ------------ --------

(5) . Consider other contractual rights (i.e., divorce
rights or obligations, or prenuptial agreements). ------------ ------------ --------

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
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g. Other Tax Savings Ideas

(1) . Consider special ramifications of state gift and
inheritance tax. ________

(2) . Consider ownership of life insurance (i.e., insured,
beneficiary, or trust). Check impact of IRC Section 
2036 (c) and 2035. ________

(3) . Pay or increase pay to heirs for services rendered to
client and client's business. ________

(4) . Pay all expenses that are appropriate for heirs, for
example, direct payment of tuition and medical 
expenses. ________

(5) . Consider gifts using the $10,000 annual exclusions. ________

(6) . Consider gifts in excess of the annual $10,000
exclusion to transfer growth of gifted assets out of 
estate. ________

(7) . Purchase or plan for the purchase of flower bonds. ________

(8) . Consider buy-sell agreements and related funding,
if appropriate. ________

(9) . Consider loans to heirs. ________

(10) . Shift growth of assets by available means including
current gifts, grantor-retained interest trusts, 
charitable remainder unitrusts, charitable lead trusts, 
and joint purchase of assets. Note: Consider issues 
under Section 2036(c) and check recent develop
ments. ________

(11) . Consider gifts to parents for step-up in basis if
parents' estate is small and parents are expected to 
survive over one year. ________

This practice aid is to be used with professional judgment that considers specific client circumstances.
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(12) . Plan to dispose of rights to income in respect of
decedent. ________ ________ ______

(13) . Consider if plan accommodates post-mortem
planning including election of special valuation, long
term payment of estate taxes, IRC Section 303 
redemptions, and disclaimers. ________ ________ ______

h. List Other Considerations Based on Client's
Circumstances. ________ ________ ______

i. Document Reasons for Conclusions. ------------ ------------ ---------

8. Closely Held Business Planning

Objective: To assist the closely held business owner in achieving business and personal goals.

a. Maximize Cash Flow Objectives for the Business

(1) . Prepare a monthly cash flow budget for the coming
year. ------------ ------------ ---------

(a) . Assist client in developing a system to monitor
the actual cash flow and to compare the budget 
to actual (i.e., design spreadsheets). ________ ________ _____

(b) . Consider meeting with client during the year to
review the results and identify or analyze large 
variances. Stress to client the significance of 
such reviews on a monthly basis, with or 
without the planner. ------------ ------------ ---------

(2) . Identify and evaluate client's credit requirements and
relationships with lenders. ------------ ------------ ---------

(a).  Are the client's credit requirements and 
relationships with lenders adequate, currently 
and prospectively? ------------ ------------ --------

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
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(b).  Develop a plan to fulfill the client's credit 
requirement (i.e., introduce the client to a new 
lender and work towards meeting the necessary 
credit requirements). ________

(3) . Assess the use of leverage in the business in terms of
risk, rate of return, industry comparison, and client's 
desired level of indebtedness. ________

(a). Determine whether the existing use of leverage 
is in accordance with the other objectives of the 
plan. ________

(4) . Determine the client's comfort level for existing and
projected accounts receivable and accounts payable. ________

(a) . If there appears to be a problem in this area,
ascertain whether it is an internal problem (i.e., 
client billings are not generated on a timely 
basis) or an external problem (i.e., collections 
are not made on a timely basis). ________

(b) . Consider bringing in a specialist (i.e., systems
analyst) to resolve internal control problems, 
where appropriate. ________

(c) . Discuss with client the desired levels of
receivables or payables and develop a plan 
designed to achieve such objectives. In 
addition, the plan should include the design of a 
monitoring system, to assist in periodically 
reviewing the results. ________

(5) . Review with client all variable cost items on prior
year financial statement and current year budget, 
focusing on the cost vs. benefit of each item. ________

(6) . Determine short-term and long-term cash require
ments for the business (i.e., pension plan funding 
requirements). ________

This practice aid is to be used with professional judgment that considers specific client circumstances.
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(a). Develop an investment plan for excess cash 
balances to maximize return on investment and 
maintain desired liquidity to achieve other goals 
and objectives. ________ ________ _____

(7) . Discuss with client the merits or detriments of using
independent contractors or employees (i.e., control 
and cost) and the related impact to cash flow. ------------ ------------ --------

(8) . Discuss with client fluctuations in the liquidity of the
business (i.e., seasonality, and the related impact to 
other areas of the business). ------------ ------------ --------

(a). Consider ways to smooth the cash flow 
generated by the business more evenly 
throughout the year. ------------ ------------ ---------

(9) . Where applicable, determine the client's existing
inventory control procedures and the viability of such 
procedures. ------------ ------------ ---------

(a). If there appears to be a problem in this area, 
consider recommending to client that a specialist 
should examine and resolve the present 
situation. ------------ ------------ ---------

b. Manage Business Growth Within the Parameters of the 
Client's Objectives and Goals.

(1). Discuss with client long-term and short-term general 
goals, objectives, or desires for the business. ------------ ------------ ---------

(a) . Determine the reasonableness of these goals and
prioritize them. ------------ ------------ ---------

(b) . Develop a plan to achieve these objectives. This
plan should indicate the goal, the steps to be 
taken to achieve the goal, the person(s) 
responsible for completing the steps and the time 
frame in which the steps will be completed. ------------ ------------ ---------

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
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(c).  Review and update this plan periodically to 
assess the success rate, and identify variances in 
the plan to actual results. ________ ________

(2) . If employees are a significant factor to the overall
growth and success of the organization, an employee 
retention plan may be required. ________ ________

(a). Discuss with the client the merits and costs of an 
employee benefit plan, including vacation time, 
health benefits, sick time, and participation in 
the decision-making process and business 
ownership. ________ ________

(3) . Determine the appropriateness of the existing
business form or structure (i.e., corporation or sole 
proprietorship) within the growth plan. ________ ________

(4) . If additional financing or refinancing will be required
by the plan for growth, review the available 
alternatives (i.e., bank financing, investor equity, 
debt financing, or government subsidies). ________ ________

(a). Determine with the client the avenues that will 
be pursued, and develop a plan that will enable 
this objective to be achieved (i.e., create a 
stronger balance sheet that will support such 
financing). ________ ________

(5) . Review the debt to equity relationship of the
business, and determine its appropriateness within the 
framework of the client's objectives (i.e., if the debt 
is too high in relation to the client's equity, a plan to 
reduce such debt may be necessary). ________ ________

(6) . Discuss with the client the importance of time
management especially during periods of significant 
growth. ________ ________

(a). Suggest to the client and his or her employees 
the use of a day-timer or daily planner, time

This practice aid is to be used with professional judgment that considers specific client circumstances.
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Done By

management consultant, or weekly progress 
meetings. ------------

c. Minimize and Manage Income Taxes Within the 
Objectives of the Client's Overall Financial Plan.

(1) . Prepare an income tax projection on a quarterly basis
for the coming year and on an annual basis for the 
next year. ________

(a) . Prior to the due date of each estimated payment
or quarterly, compare the projected amounts to 
the actual and identify or analyze large 
variances. Consider the impact on cash flow 
planning. ________

(b) . Assist client in designing a record-keeping
system that will aid in tracking taxable income 
and deductions. ________

(2) . Discuss with client the tax results of the existing
business structure or form (i.e., sole proprietor, 
partnership, S-Corp., C-Corp.). Determine if this 
existing structure makes sense within client's overall 
objectives. ________

(3) . Consider the benefits and costs of tax incentive
investments (i.e., acquisition of real estate in which 
business is located). ________

(4) . Review the tax impact of purchasing or leasing
equipment and the related impact to cash flow. ------------

(5) . Assess client's desire to save money and business'
ability to fund a pension or profit sharing plan. ------------

(a). Discuss with client the tax savings that could be 
achieved with the implementation of pension or 
profit sharing plans. ------------

W/P
Ref. Date

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

(b). Consider the related impact on cash flow, 
employee satisfaction, retention, and 
proprietor's personal retirement plan. ________ ________ _____

(6).  Consider the benefits and costs of an employee stock 
ownership plan. ________ ________ _____

d. Manage and Control Risks Within the Business.

(1) . Assess client's risk tolerance as it relates to the
business. ________ ________ _____

(2) . Identify and evaluate potential sources of risk
including:

(a).  Loss of property (i.e., permanent and temporary
or partial and full) due to casualty or theft. ________ ________ _____

(b) . Loss of key employee's life. ________ ________ _____

(c) . Potential liabilities and contingencies (i.e.,
product, personal injury, officers or directors 
liability). ________ ________ _____

(d) . Loss of company secrets or key employee to
another company. ________ ________ _____

(3) . Prepare a list of potential risks and discuss with client
how each will be managed (i.e., retention, 
avoidance, reduction, transfer). ________ ________ _____

(a) . Analyze the cost and benefit of insurance in
each category. Also, consider the viability of 
legal agreements or contracts (i.e., leases or 
employment contracts). ________ ________ _____

(b) . Analyze impact of recommendations to cash
flow and growth plan. ________ ________ _____

e. Plan for the Business Disposition and Retirement or Death 
of Owner.

This practice aid is to be used with professional judgment that considers specific client circumstances.
Also, see Preliminary and Final Consideration Checklists for all engagements.
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W/P 
Done By Ref.

(1) . Assess client's objectives for the ultimate disposition
of the business. Stress the importance of a plan to 
achieve these objectives. ------------ ------------

(2) . Consider the merits of a buy-sell agreement (i.e.,
important for personal service companies and small 
corporations with more than one shareholder) and 
key-man life insurance which can be held inside or 
outside of the company. ------------ ------------

(3) . Review implications of business form or structure
(i.e., corporation or sole proprietorship) for ease of 
transfer, liability, potential tax effects, and multiple 
entity potential. ________ ________

(4) . Ask client to consider if there is a family member or
long-term employee who could operate or acquire the 
business. Consider the emotional aspects of this 
decision to the heirs. ________ ________

(5) . Analyze impact on estate plan (i.e., estate liquidity,
lifetime gifts, IRC Section 6166, extension of time to 
pay estate tax if estate consists largely of an interest 
in a closely held business). ________ ________

(6) . Determine if there is an existing or prospective
pension plan that could fund the client's retirement. ________ ________

(a) . Analyze the merits or detriments of existing
plans, where appropriate. ------------ ------------

(b) . Outline the cost and benefit of implementing a
pension plan, where appropriate. ------------ ------------

(c) . Consider bringing in a retirement plan specialist
to assist in the design and implementation of 
such a plan. ------------ ------------

f. List Other Considerations Based on Client's
Circumstances. ------------ ------------

Date

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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W/P 
Done By Ref.

g. Document Reasons for Conclusions. ________ ________

h. Note: Certain segments of closely held business planning 
require significant technical knowledge (i.e., automation, 
inventory control). In such cases, it is the planner's role 
to identify problems or potential problems rather than to 
necessarily resolve them. A specialist should be brought 
in to assist the client in these areas, perhaps as a separate 
engagement. This is an ideal marketing tool for a planner 
employed by a firm that has a MAS department to cross
sell services and to generate external references.

C. Final Considerations Before Completing PFP Work Program

1. Reporting of Recommendations and Advice

a. Consider frequency and method of communication
appropriate to scope. ________ ________

b. Consider appropriate reports for client. ________ ________

(1) . Determine who should receive reports (i.e., client,
other advisors, or some combination). ________ ________

(2) . Determine report content and time frame. ________ ________

c. Identify key assumptions and sensitivity of conclusions to 
changes in key assumptions and communicate this to
client. ________ ________

2. Helping the Client to Effect Financial Planning Decisions

a. Determine the decisions that client must make and
establish a time frame for making them. ________ ________

b. Encourage, guide, and facilitate the decision-making 
process by holding additional meetings and providing
input and information, as appropriate. ________ ________

c. Based on client's decisions, develop an action plan of 
implementation steps including person responsible and

Date

This practice aid is to be used with professional judgment that considers specific client circumstances.
Also, see Preliminary and Final Consideration Checklists for all engagements.
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W/P
Done By Ref. Date

date to be accomplished. Communicate it to all persons 
involved. ------------ ------------ --------

3. Monitoring the Progress

a. Determine if client wants monitoring service. This is
normally separate from other PFP services. ------------ ------------ --------

b. Follow up on implementation steps with all responsible
persons. ------------ ------------ --------

c. Address and resolve problems in the implementation
process. ------------ ------------ --------

4. Revising the Plan

a. Explain to client that updating and ongoing advice are not
mandatory but are generally in the client's best interest. ________ ________ _____

b. Consider desired time frame before update is advisable,
including time frame for updating reports. ________ ________ _____

c. Establish update ticklers to notify client when
recommended update time is near. ________ ________ _____

d. Establish an understanding with client as to other ongoing
advisory services, preferably in writing. ________ ________ _____

This practice aid is to be used with professional judgment that considers specific client circumstances. Also,
see Preliminary and Final Consideration Checklists for all engagements.
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APPENDIX C

DATA GATHERING AND ANALYSIS FORMS

INTRODUCTION

This appendix contains the following forms for gathering client data, organizing information, identifying 
client goals and engagement objectives, and evaluating investment preferences:1

1 Some of the forms included here were adapted from forms developed by the LINC Society of CPA Financial 
Planners (LINC). The PFP Division acknowledges the help provided by LINC in developing these materials.

• Personal Financial Planning Questionnaire

• Client Advisers Summary

• Document Request Form

• Personal Financial Profile

• Goal-Setting Worksheet

• Objectives Worksheet

• Investment Preference Worksheet

• Assumptions and Objectives

• Family Data Interview Sheet

There is some overlap in the materials covered on the various forms, allowing you to review different 
formats and develop the data gathering and analysis forms with which you are most comfortable. These 
forms are also included on the enclosed diskettes and may be tailored for use in your own practice.

DATA GATHERING TIPS

The forms, questionnaires and worksheets included in this appendix can be used in several ways:

• You can ask your clients to complete the form or questionnaire and return it to you. This normally 
assumes that the client’s goals are relatively well defined, and may be most appropriate after an 
engagement has begun.

• You can compete the form or questionnaire with your clients and potential clients in face-to-face 
meetings. This technique enables you to explain the significance of the responses and information 
you’re requesting and to work with your clients in the early development of their financial goals.

• The last form, the Family Data Interview Sheet, is specifically designed to be used during a face-to- 
face meeting. This worksheet contains a number of brief questions designed to gather general 
background information about the clients, their family, their resources, and their financial goals 
and obligations.
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A series of italicized discussion points follows most of the interview questions. These discussion 
points are structured as open-ended questions to encourage clients to communicate their ideas, 
concerns, and feelings and to help you develop your listening skills. Bring these up casually during 
the interview rather than as part of a bullet list of questions.

At the end of the worksheet, document the client’s goals, including goals specifically identified by 
the client as well as those that you infer from your conversation.

Action Tip

A face-to-face interview is an effective marketing strategy. Meeting with potential clients and working 
with them in the preliminary establishment of their goals helps in relationship building and emphasizes 
the “personal” nature of PFP.
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PERSONAL FINANCIAL PLANNING QUESTIONNAIRE

Please fill out this questionnaire as accurately and completely as possible. You may estimate or make rough 
guesses where necessary; if you do so, please identify these answers clearly by putting a question mark in the 
margin next to your response.

Part I • Personal and Family Information

1. Personal Information
You Your Spouse

Full Name __________________________ __________________

Social Security Number __________________________ __________________

Date and Place of Birth __________________________ __________________

Occupation __________________________ __________________

Name of Employer __________________________ __________________

Self Employed? __________________________ __________________

Work Telephone Number __________________________ __________________

Health __________________________ __________________

2. Home Address ____________________________________________

3. Home Telephone Number _(___ )

4. Prior Marriages Yes No.

Have you been married previously? □ □

Has your spouse been married previously? □ □

5. Children
Dependent 

Name Age Yes No

_________________________________ _____ □ □ 
_________________________________ _____ □_ □ 
_________________________________ _____ □_ □ 
_________________________________ _____ □ □

6. Grandchildren
Number______________________ Age(s)_____________________
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Yes No

7. Does anyone other than your children depend financially on you or your spouse?

If yes, give name(s) and relationship(s):

8. Do any members of your family have significant health problems?

If yes, please explain:

9. Advisers Name(s) Telephone #

Attorney _________________________________________________ __________
Banker _________________________________________________ __________
Insurance Agent ________________________________________________  __________
Stockbroker _________________________________________________ __________
Trust Officer _________________________________________________ __________
Other___________  _________________________________________________ __________

10. Other Endeavors
Yes No 

Are you or your spouse engaged in any professional activities, paid or unpaid, outside of your 
main employment (e.g., moonlighting, board memberships, volunteer work, professional 
association memberships, etc.)? □ □

If yes, please explain:
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Part II • Financial Planning Goals and Objectives

1. Financial Planning Goals

Please list your specific financial planning goals and indicate their relative importance to you and your spouse.

Goal

a. ___________________________________
b. ___________________________________
c. ___________________________________
d. ___________________________________

______ You______
Very Somewhat

□ □
□ □

_____ Spouse
Very Somewhat

□ □
□ □

□ □ □ □
□ □ □ □

2. Personal Objectives

Please indicate the relative importance of each of the following personal objectives to you and your spouse.

Objective
You Spouse

Very Somewhat Not Very Somewhat Not

Saving regularly □ □ □ □ □ □
Making a major purchase (e.g., second home, car) □ □ □ □ □ □
Taking a dream vacation □ □ □ □ □ □
Minimizing personal income taxes □ □ □ □ □ □
Developing or revising your investment strategy □ □ □ □ □ □
Investing for a comfortable retirement income □ □ □ □ □ □
Providing for your children's education □ □ □ □ □ □
Providing for your grandchildren's education □ □ □ □ □ □
Making gifts to relatives □ □ □ □ □ □
Making gifts to charity □ □ □ □ □ □
Minimizing estate tax □ □ □ □ □ □
Determining how your estate assets will be

distributed □ □ □ □ □ □
Avoiding probate costs □ □ □ □ □ □
Minimizing the burden of health care costs □ □ □ □ □ □
Providing for your family in the event of your or

your spouse's death □ □ □ □ □ □
Providing for your family in the event of your or

your spouse's disability □ □ □ □ □ □
Changing or modifying career □ □ □ □ □ □
Other: □ □ □ □ □ □
Other: □ □ □ □ □ □
Other: □ □ □ □ □ □
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3. Investment Objectives

You_________ ________Spouse

Please indicate the relative importance of each of the following investment objectives to you and your spouse.

Objective Very Somewhat Not Very Somewhat Not

Current Income: Dividends or interest to 
spend and/or reinvest □ □ □ □ □ □

Liquidity: Ability to quickly convert the 
investment into cash □ □ □ □ □ □

Capital Appreciation: Possibility of original 
investment gaining in value over time □ □ □ □ □ □

Safety: Little or no danger of losing the 
investment □ □ □ □ □ □

Tax Shelter: Current and/or longer-term tax 
advantages □ □ □ □ □ □

Please describe any significant investments planned in the near future (e.g., stock, direct real estate ownership, real 
estate limited partnerships, etc.):

Part III • Assets

1. Cash on Hand $.

2. Cash Accounts

Present Balance for Each of the Following:

Type of Account

Checking Accounts
Savings Accounts
CDs

Your Name Spouse's Name Joint with Spouse Other

Money Market Funds 
Treasury Securities 
U.S. Savings Bonds 
Brokerage Accounts

TOTAL
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3. Stocks Owned — Direct Ownership*

Name of Security Ownership** Number of Shares
Current 

Market Value

* Please be sure to include all ownership, whether in your name, your spouse's name, or jointly owned with your 
spouse or another individual, throughout this section.

** Identify in whose name the asset is held thoughout this section.

4. Stocks Owned — Stock Mutual Funds*

Institution Ownership** Number of Shares
Current 

Market Value

5. Stock Plans
Yes No

a. Do you and/or your spouse participate in a company stock option plan? □ □
b. Do you and/or your spouse participate in a company stock purchase plan? □ □

6. Bonds Owned — Direct Bond Investment*

Institution Ownership** Number of Shares
Current 

Market Value

7. Bonds Owned — Bond Mutual Funds*

Institution Ownership** Number of Shares
Current 

Market Value
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8. Other Mutual Funds*

Institution Ownership** Number of Shares
Current 

Market Value

9. Receivables (i.e., money owed to you and/or your spouse)

Notes Receivable
Description

Amount

Maturity Date

10. Retirement Accounts

Description

IRA __________________

Other Receivables

_______ Vested Value______
You Spouse

Keogh Plan ___________________________

Pension Plan ___________________________

Profit-Sharing Plan ___________________________

ESOP ___________________________

Other (e.g., deferred ___________________________

compensation, stock ___________________________

options, etc.) ___________________________

11. Real Estate Owned — Personal Use*

Ownership**

Personal Residence(s) ___________

Cost
Approximate 
Market Value

Mortgage(s) 
and Home 

Equity Loans 
Outstanding

Monthly
Payment

Vacation Home(s)



DATA GATHERING AND ANALYSIS FORMS C-9

12. Real Estate Owned — Investment (excluding limited partnerships)*

Description Ownership** Cost
Approximate Mortgage(s)
Market Value Outstanding

Monthly 
Payment

Undeveloped Land

Income Producing

13. Limited Partnership Interests*
Capital 

Contribution
Description

Real Estate ____________________
Ownership** Date Acquired Made

Oil/Gas

Other

14. Closely Held Business Interests (please attach recent financial statements) 
Description:

Date Acquired_____________  Percent Owned__________  Estimated Fair Market Value_____________

15. Other Investments

Description Ownership**
Estimated 

Fair Market Value
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16. Personal Property*

Furniture and Household Goods
Jewelry and Furs
Automobiles, Trailers, etc.
Boats, Aircrafts, etc.
Art and Antiques
Other Collectibles
Other Items (of Significant Value)

Recently Appraised 
Estimated Fair Market Value Yes No

______________  □ □ 
  □ □ 
  □ □ 
______________  □___ □ 
______________  □___ □ 
______________  □___ □ 
______________  □ □

Part IV • Insurance Coverage

Life Insurance — Other Than Through Employer
Cash Beneficiary Policy

Face Value Surrender Value (if not spouse) Owner

Whole Life/Universal Life
You _________  ______________ _______________ ___________
Spouse _________  ______________ _______________ ___________

Term
You _________  ______________ _______________ ___________
Spouse _________  ______________ _______________ ___________

Other Insurance:__________
You _________  ______________ _______________ ___________
Spouse _________  ______________ _______________ ___________

Life Insurance — Employer-sponsored
Face Value Beneficiary (if not spouse)

You _________  ________________________________________________
Spouse _________  ________________________________________________

General Insurance
Check appropriate boxes

Are you and/or your spouse covered by the following insurance? Yes No Yes No

Hospitalization, Major Medical, HMO □ □ □ □
Long-Term Care □ □ □ □
Short-Term Personal Disability □ □ □ □

You Soouse



DATA GATHERING AND ANALYSIS FORMS C-11

General Insurance (continued)
You Spouse

Are you and/or your spouse covered by the following insurance? Yes No Yes No

Long-Term Personal Disability □ □ □ □
Personal Umbrella Liability □ □ □ □
Professional Liability □ □ □ □
Director's Liability □ □ □ □
Automobile □ □ □ □
Homeowner's or Renter's □ □ □ □
Specified Personal Property (for Valuables) □ □ □ □
Other: □ □ □ □
Other: □ □ □ □
Other: □ □ □ □
Other: □ □ □ □

Part V • Liabilities* — Excluding real estate mortgages and home equity loans identified in Part III

* Please include liabilities for both spouses.

Amount Owed Monthly Payment

1. Loans
Bank Loans ___________________________ ___________________
Student Loans ___________________________ ___________________
Insurance Policy Loans ___________________________ ___________________
Personal Loans ___________________________ ___________________

2. Consumer Credit
Installment Debt ___________________________ ___________________
Major Credit Cards ___________________________ ___________________
Store Charges ___________________________ ___________________
Other Unpaid Bills ___________________________ ___________________

3. Brokers' Margin Accounts ___________________________ ___________________
4. Alimony/Support Obligations ___________________________ ___________________
5. Charitable Pledges ___________________________ ___________________
6. Other:______________________________________________ ________________________
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Part VI • Income Sources

1. Employment Income (current year)
Gross Salary

You Spouse

Bonus
Commissions
Self-Employment
Other:___________________________

2. Income From Investments (current year) You Spouse Joint

Interest — Taxable ______________ ____________ ________
Interest — Non-taxable ______________ ____________ ________
Dividends ______________ ____________ ________
Rental Income — Net ______________ ____________ ________
Partnership Distribution Income ______________ ____________ ________
Annuities ______________ ______ ______ ________
Trusts and Estates ______________ ____________ ________
Social Security ______________ ____________ ________
Pension ______________ ____________ ________
Other: _________________________  ______________ ____________ ________

3. Miscellaneous Income (current year) You Spouse Joint
Gifts from Others
Sale of Assets
Alimony
Child Support
Other:

19_ 19_ 19.

$___________ $___________ $_____
$___________ $___________ $_____

4. Income Trends Over the Next Three Years
Employment Income

You
Spouse
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5. Borrowing and Credit Considerations Yes No

a. Do you or your spouse have a line of credit with a bank? □ □
b. Are you aware of how the credit bureaus rate your personal credit? □ □
c. Are you considering making a major durable-goods purchase (car, trailer, 

appliance, etc.) in the near future? □ □
d. Are you considering the purchase of a home (residence, vacation, etc.) 

in the near future? □ □
e. Are you considering any major home improvements? □ □
f. Are you considering the purchase of a vacation time share? □ □
g. Have you or your spouse considered leasing a personal automobile? □ □
h. Are you considering securing a home equity loan (i.e., a loan secured by 

the equity in your home)? □ □
i. Other: ________________________________________________ □ □

Part VII • Expenditures

Current Annual Post-Retirement Changes

Income Taxes
FICA Tax
Housing

Monthly Payment 
Insurance 
Taxes 
Telephone 
Utilities 
Repairs/Maintenance 
Other_________

Food
Clothing
Transportation

Automobile Payments 
Repairs/Maintenance 
Insurance 
Other_________

Medical
Insurance 
Doctors/Dentists 
Other_________

Other Insurance
Life
Personal Liability 
Disability 
Other_________
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Debt Payments
Current Annual Post-Retirement Changes

Recreation 
Dining out 
Vacations 
Sporting Events 
Other______

Miscellaneous 
Education 
Gifts 
Contributions 
Personal Grooming 
Allowances 
Hobbies
Other__________

Current Savings 
IRA/Keogh/401(k) 
Other Retirement 
Other______

Part VIII • Retirement Planning

1.

If you are already retired, please skip the questions in this section and proceed to Part IX.

At what age do you and your spouse plan to retire? You_________________ Spouse____________

Yes No

2. Have you invested in tax-deferred annuities or are you considering doing so? □ □
3. Are you taking full advantage of elective deferrals (401k and 403b plans)? □ □
4. Do you expect to receive any inheritances? □ □
5. Does your spouse expect to receive any inheritances? □ □

Please answer the next eight questions only if you are over 50 years of age.
6. Are you eligible for social security benefits? □ □
7. Is your spouse eligible for social security benefits? □ □
8. Have you estimated how much income you will have upon retirement? □ □
9. If you have estimated your retirement income, do you think it's sufficient to live on? □ □

10. Will you have the option of taking a lump-sum pension payment at retirement? □ □
11. Have you considered alternate places for living when you retire? □ □
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12. What will your income requirements be when you retire (in today's dollars)?___________________________

13. Describe your plans for retirement. Include a description of your retirement lifestyle.

Part IX • Estate Planning

(Check appropriate boxes) 
You Spouse

Yes No Yes No
1. Wills

a. Do you have a will? □ □ □ □
b. Are there any amendments to the will? □ □ □ □
c. Are you planning to make any changes to the will? □ □ □ □
d. Is the will up-to-date? □ □ □ □
e. Have you designated the distribution of personal property to heirs? □ □ □ □

2. Trusts
a. Do you receive income from any trust? □ □ □ □
b. Have you created a trust except as part of your will? □ □ □ □
c. Do you expect to be named a beneficiary of a trust? □ □ □ □

3. Do you have a letter of instructions that provides information about insurance 
policies, investments, funeral preferences, etc.? □ □ □ □

4. Have you discussed the contents and whereabouts of your will and letter of 
instructions with your immediate family? □ □ □ □

5. If applicable, have you appointed a financial guardian for your children? □ □ □ □
6. Have you established an adult guardianship arrangement for yourself in 

the event you become disabled or mentally incompetent? □ □ □ □

Part X • Planning, Record-Keeping and Taxes

Yes No

1. Are you satisfied with your personal record-keeping system? □ □
2. Do you have a safe-deposit box for storage of valuable papers and possessions? □ □
3. Do you have a comprehensive and up-to-date inventory of your household furnishings 

and possessions? □ □
4. Do you have a list of the contents of your wallet or purse? □ □
5. Does your spouse have a list of the contents of his or her wallet or purse? □ □
6. Do you periodically prepare a personal balance sheet (i.e., a listing of 

your assets and liabilities)? □ □
7. Do you periodically prepare a household budget that lists expected income and expenses? □ □
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Yes
8. Do you prepare your own income tax return? □ □
9. Do you consider yourself knowledgeable on tax-saving techniques and the latest changes 

in the tax law? □ □
10. In your opinion, is your personal record-keeping system adequate enough to be usefill 

in preparing your tax return? □ □
11. Do you keep a notebook handy to record miscellaneous tax-deductible expenses? □ □
12. Are you familiar with the potential benefits of tax-sheltered investments? □ □
13. Does your tax situation require immediate, large tax write-offs? □ □

Part XI • Accuracy of Information Supplied

Overall, how would you classify the information provided in this questionnaire?

□ Very accurate
□ Based on estimates that are reasonably accurate
□ Based on rough estimates

Date completed:___________________
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CLIENT ADVISERS SUMMARY

ADVISER NAME, ADDRESS, TELEPHONE NUMBER

1 CPA

2 Attorney

3 Banker

4 Investment Broker

5 Insurance Agent

6 Stockbroker

7 Executor

8 Trustee

9 Children’s Guardian

10

11

12
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DOCUMENT REQUEST FORM

The check marks identify the documents we will need from you. Please provide these at your earliest convenience and 
ignore any that do not apply to you.

Personal

___ Current wills
___ Living wills
___ Trust agreements
___ Income tax returns for the last three years
___ Gift tax returns
___ Annual reports, tax returns, and other agreements regarding ownership in closely held corporations, 

partnerships, joint ventures, or other business
___ Information pertaining to investment ventures, partnerships, joint ventures, stocks, bonds, mutual funds, 

municipal bonds, cash balances, and so forth
___ Divorce settlements, separation agreements, nuptial agreements, birth certificates, and adoption decrees
___ Estate tax returns, if you have been the beneficiary of any estates
___ Most recent report of vested interests in pension or profit-sharing plans (including IRAs)
___ Documents pertaining to other corporate benefit plans (including stock option programs, thrift plans, 

hospitalization, disability insurance, and so forth)
___ Sale or purchase contracts
___ Copies of life insurance policies or a summary of policies owned
___ Disability insurance policies
___ Health insurance policies
___ Automobile insurance policies
___ Homeowners' insurance policies

Other insurance policies (specify)

Current insurance offers
Current investment offers
Deeds, mortgages, land contracts 
Guardian nominations
Leases (as lessor or lessee) 
Power of attorney or appointment 
Appraisals for (specify)

Notes and other debts you owe
Debts owed to you
Summaries of any previous financial objectives or plans that have been prepared 
Copies of personal financial statements for the last three years
Other (specify)
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Business

___ Tax returns
___ Financial statements
___ Deferred compensation plans
___ HR-10 plans (Keogh)
___ Simplified employee pensions (SEP)
___ Pension or profit-sharing plans
___ Stock option purchase agreements
___ Buy-sell agreements
___ Employment agreements
___ Employee benefits booklets
___ Articles of incorporation
___ Merger/acquisition agreements
___ Partnership agreements

Insurance policies (specify)

Other (specify)
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PERSONAL FINANCIAL PROFILE

Date: ____________________

Names and Ages

Husband
Wife
Children

Description

Investment and retirement assets:
Cash and cash equivalents 
Investment assets

Value Amount Owed Net Worth % of Total

Retirement funds 
IRAs 
Keoghs 
Company plans

Total investment and retirement assets

Personal assets:
Residence
Autos

Total personal assets ___

Other amounts owed: ___
Total all assets: ___
Target next year ___

Income tax bracket

Total annual income
Annual living expenses (housing, food, taxes, etc.)
Annual discretionary expenses (entertainment, vacation, etc.)
Income available for goals
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GOAL-SETTING WORKSHEET

Listed below are some common personal goals. Indicate the relative importance you attach to each by circling the 
appropriate number. Include other important goals as appropriate.

High Medium Low

Maintain present standard of living 5 4 3 2 1
Improve present standard of living 5 4 3 2 1
Improve future standard of living 5 4 3 2 1
Financial independence at age 65 5 4 3 2 1
Financial independence by age___ 5 4 3 2 1
Full retirement by age 5 4 3 2 1
College education for children 5 4 3 2 1
Support of adult children 5 4 3 2 1
Distributing wealth to heir(s) 5 4 3 2 1
Support of parents or parents-in-law 5 4 3 2 1
Support of surviving (dependent) spouse 5 4 3 2 1
Supporting political or philanthropic causes 5 4 3 2 1
Change or modify career activities 5 4 3 2 1
Pursue family or social activities 5 4 3 2 1
Pursue other personal activities or experiences 5 4 3 2 1
Change or modify business enterprise 5 4 3 2 1
Transfer control of business enterprise to others 5 4 3 2 1
Transfer ownership of business enterprise to others 5 4 3 2 1
Organizing financial records 5 4 3 2 1
Saving regularly 5 4 3 2 1
Peace of mind regarding financial condition 5 4 3 2 1
Protection against financial loss 5 4 3 2 1

Unusual expense within foreseeable future:

Change of residence 5 4 3 2 1
New automobile 5 4 3 2 1
Vacation house or recreational item 5 4 3 2 1
Extraordinary travel 5 4 3 2 1
Education for self or spouse 5 4 3 2 1
Children's weddings 5 4 3 2 1

Other goals:
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
5 4 3 2 1
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OBJECTIVES WORKSHEET

In answering the following questions, consider your needs in after-tax dollars.

1. If today you were at the age of your desired independence and living the lifestyle you expect to live at 
independence, what would be your expenses in today's dollars? $____________ per month

2. If the spouse providing primary support were disabled for a long period of time, what would the family's expenses 
be in today's dollars? $____________ per month

3. If the spouse providing primary support died today, what would the family's expenses be in today's dollars 
(excluding college expenses)? $____________ per month

4. What college or other educational expenses do you expect to provide for your children?

Child
Expenses per 
School Year Number of Years

5. What large unusual expenses are you planning?

Item Amount When

Automobile
Change of residence
Vacation home
Travel/vacation
Other:__________________________________

6. What assumptions are reasonable for your projections?

19X1

Salary $___________
Bonus $___________
Profit-sharing contribution $___________
Thrift contribution $___________
Profit-sharing earnings $___________
Thrift earnings $___________

19X2

$______________
$______________
$______________
$______________
$______________
$______________

Future

7. What inflation rate is reasonable for your projections?

Short-term (two to five years): ___________ %
Long-term (more than five years): ___________ %
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INVESTMENT PREFERENCE WORKSHEET

Investment Benefits

The following benefits are inherent to some degree in all investments. No single investment maximizes all three; 
receiving more of one benefit typically means receiving less of another.

• Safety of principal. The likelihood that the principal will be returned intact, without increase or decrease.
• Cash flow. The expected periodic income from your investment.
• Appreciation. The likelihood that the investment will be worth more at the time of disposition.

In the space below, you will indicate your relative preferences for each of the benefits described above. Please indicate 
your relative preferences, both for all your holdings (your total investment portfolio) and for the next investment you 
plan to make, by circling the appropriate numbers. Because each investment decision requires some trade-off among 
the characteristics, the total of the numbers circled for "All Holdings" and the total of the numbers circled for your 
"Next Investment Only" should both equal ten.

Investment Characteristics

All Holdings Next Investment Only
High Low High Low

Safety of principal 5 4 3 2 1 5 4 3 2 1
Cash flow 5 4 3 2 1 5 4 3 2 1
Appreciation 5 4 3 2 1 5 4 3 2 1

Total = 10 Total = 10

The following are characteristics of investments. Unlike the benefits described above, you can have as much or as little 
of each characteristic without affecting the others. Trade-offs are involved, however, because each characteristic has 
both favorable and unfavorable aspects.

• Liquidity. The ease of converting the investment to cash within a short time.
• Debt. The extent to which you are personally obligated for debt associated with the investment.
• Risk and return. The degree of uncertainty about the results of the investment and the magnitude of the total return. 

In most cases, increased risk creates the potential for increased return.
• Management effort. The degree to which you are personally involved with the operation and decision-making 

aspects of the investment.

Please indicate below your preference for each of the characteristics described above. Again, you should indicate your 
preferences both for all your holdings and for your next investment. Since there is no trade-off involved among these 
characteristics, the numbers you circle do not have to equal 10.

Liquidity
Debt
Risk and Return
Management Effort

All Holdings Next Investment
High

Only
LowHigh Low

5 4 3 2 1 5 4 3 2 1
5 4 3 2 1 5 4 3 2 1
5 4 3 2 1 5 4 3 2 1
5 4 3 2 1 5 4 3 2 1
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ASSUMPTIONS AND OBJECTIVES

1. The following questions are designed to aid you in defining your financial and investment objectives. Circle the 
appropriate number. Feel free to add other goals that are important to you.

High Medium 
Retire comfortably 5 4 3 2 1
Provide for my children's education 5 4 3 2 1
Minimize income taxes 5 4 3 2 1
Provide for my survivors in the event of my death 5 4 3 2 1
Structure my estate to minimize estate taxes 5 4 3 2 1
Other_______________________________________ 5 4 3 2 1
Other_______________________________________ 5 4 3 2 1
Other_______________________________________ 5 4 3 2 1

2. How important to you are the following investment objectives?

High Medium Low

Cash flow (increase current income) 5 4 3 2 1
Diversification (a variety of investments to spread risks) 5 4 3 2 1
Liquidity (available cash for emergencies or investment

opportunities) 5 4 3 2 1
Growth (keep pace with or outpace inflation) 5 4 3 2 1
Leverage (use borrowed funds to increase investment return) 5 4 3 2 1
Safety of invested principal 5 4 3 2 1
Minimize time managing investments 5 4 3 2 1

3. What is your attitude toward risk? Check the one that best describes your attitude:

□ Strongly dislike risk, prefer very safe investments, such as insured savings accounts and 
government securities.

□ Prefer low-risk investments with a known yield, such as highly rated bonds.
□ Willing to assume some risk, such as stocks and mutual funds.
□ I am a risk-taker and prefer speculative stocks and other investments that have an 

uncertain, but possibly substantial, return.

4. Do you expect any inheritances, legal settlements, or gifts that may affect your financial future?

□ Yes □ No
If so, please explain:
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5. Are you aware of any upcoming changes in your lifestyle that may directly affect your present financial situation, 
such as early retirement, divorce, or child support?

□ Yes □ No
If so, please explain:

6. Do you or your spouse have any health problems that may make you retire at an earlier date?

□ Yes □ No
If so, please explain:

7. If you or your spouse died, would your survivors want the mortgage on
your personal residence to be paid off? □ Yes □ No

8. Do you have a will? □ Yes □ No

9. Does your spouse have a will? □ Yes □ No

10. Who prepared the will(s)?

Yours _______________________________________________

Spouse’s ________________________________________________

11. Where is(are) your will(s) located?

Yours _______________________________________________

Spouse’s
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FAMILY DATA INTERVIEW SHEET

Completed by: Date:

1. Personal Information:
Full Name Social Security # Date of Birth

2.

3.

Client
Spouse____________________________
Date and Place of marriage ____________
Have either of your been married previously?

Addresses and telephone numbers:
Home __________________
Business
Spouse’s Business_________________________________
What do you feel is your most important goal?
What do you feel is your most important financial goal? 
Describe your understanding of the financial planning process?
What experience have you had with financial planning?

Occupations and titles:
Client:_________
Spouse:__________________________________
How do you feel about your career?
At what age would you like to retire?
What do you foresee yourself doing during retirement?

4. Children:

□ Yes □ No

Name
Date of 
Birth

Social Security 
Number

Are you their primary 
source of support?

(a)

(b)

(c)

(d)
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Do your children have any special support needs, such as private school, special lessons, medical problems? 
If so, please describe:

Do you have a current will?
Do you feel that your life insurance coverage is adequate to provide for your spouse and children? 
How much do you feel would be necessary to care for your family?
Do you have a living will?
Do you have power of attorney ?
Do you feel that you have enough disability insurance in the event you become disabled?

5. Grandchildren:

Their Parents Names of Grandchildren Date of Birth

(a) (1)

(2)

(3)

(b) (1)

(2)

(3)

Do you provide any financial support to your grandchildren? If so, please describe:

Do you feel that you are providing adequately for your (grand) children’s education?

6. Parents still living:

Father You Your Spouse

Name

Address

Birthdate Health Birthdate Health

Financial Status: Financial Status:
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Mother You Your Spouse

Name

Address

Birthdate Health Birthdate Health

Financial Status: Financial Status:

Do you provide or anticipate providing financial support to your parents? 
If so, please describe:

□ Yes □ No

7. Do you provide or anticipate providing financial support to others? □ Yes □ No
If so, please describe:

How do feel about long-term nursing care insurance?
Would your parents be able to live with you as they become older?
Do you feel that you have enough disability insurance in the event you become disabled?

8. What is your estimated annual income? Husband ________________  Wife ________________

Is your present standard of living adequate? If not, what should change?
How much of your current income do you allocate to savings ?
How do you feel about your current income taxes?

9. Approximately how much do you presently have saved or invested for retirement? ________________

At what age do you want to retire ?
What will you do during your retirement years?
How much per month, in today’s dollars, will you need for retirement?
How could your investment portfolio be better?

10. Are there any unusual expenses upcoming in the short-term, such as a new car, child’s wedding etc.?

What is the most important thing to you in this world?
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Summary of Goals

Immediate

Short-Term

Long-Term
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APPENDIX D

PROFESSIONAL LIABILITY INSURANCE ISSUES

OVERVIEW

Professional liability insurance protects your assets and your business from liability judgments stemming 
from negligence, errors or omissions in rendering professional services. As you develop a PFP practice and 
expand into new practice areas, it is essential that you evaluate errors and omissions or professional liability 
insurance policies and ensure that the policy you select covers all the professional services your provide. Not 
all insurance policies are the same.

One often asked question is, what is the limit needed for an insurance policy? The wrong answer is that the 
amount of coverage should equal your net worth. The answer is really based on an unknown—how much 
you might be sued for.

Coverage Options

You should carefully consider the kind of liability policy you choose. Policies may be broadly classified as 
occurrence and claims-made policies.

• Occurrence policies provide protection when the liability-causing event occurred. For example, if 
you had an occurrence policy and were sued for an event that was alleged to have happened six years 
ago, you would turn the claim over to the carrier who provided you coverage at that time. For this 
reason it is important to hold on to old policies.

• Claims-made policies cover only those claims first made during the policy period and within a 
specific short period. Most coverage today is on a claims-made basis. If you report an incident to 
the carrier during the policy period or extended period, the claim will be honored no matter when 
it is filed. Most companies will offer an extended reporting period to cover claims made during the 
extended reporting period for incidents that occurred after the retroactive date and before expiration.

Common Terminology

Most policies are divided into the following sections: definitions; insurance coverage agreements; limits of 
liability; exclusions; and policy conditions and provisions. A brief explanation of these sections follows:

• Definitions usually appear on the first page of the policy. This explains the exposure that the insurer 
is assuming.

• Insurance coverage agreements describe the policy coverage in broad terms. This language is 
critical because it determines whether the policy will cover a particular incident.

• Limits of liability. This section describes the limit for each individual claim and a second aggregate 
limit that applies to all claims and all claim expenses for the policy period. Most carriers require 
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an advance payment of the deductible for each claim. Defense costs are usually within the limits and are 
stated in the contract. Some carriers will pay legal defense costs that exceed the policy limits and other 
carriers limit their responsibility for these costs to aggregate policy limits.

• Exclusions are intended to narrow the broad terms expressed in the insurance agreement. Some 
typical exclusions include: any dishonest, fraudulent, criminal, or malicious act or omission; any act 
as an officer, director, or trustee of not-for-profit organization or business enterprise, pension, 
welfare, profit sharing, mutual fund, investment fund, or trust; and any claim arising out of the 
promotion, sale, or solicitation for sale of securities, real estate, or other investments.

• Policy conditions and provisions are the governing rules for the policy, and include items such as 
the policy period, coverage territory, premium computation, duties in the event of a claim, 
reimbursement, bankruptcy or insolvency of the insured, subrogation, cancellation and renewal, 
extended term reporting period, audit, and policy changes.

Selecting an Insurer

Insurance policies are conditional contracts. The purpose of buying insurance is to rely on a third party to 
whom you transfer some risk. That is why it is important to find a carrier that is financially sound. The 
following strategies can help you to assess the financial stability of the insurer:

• Look for a strong well-rated company. Sources of company ratings include AM Best, Weiss, 
Standard & Poor’s, Moody’s, and Duff & Phelps.

• If your agent or broker is unable to supply the ratings, check the local library for this 
information.

• For carriers that are not rated, find out why.

• Contact the state insurance department to verify that the carrier is licensed to sell insurance in your 
state.

In addition to the insurer’s financial condition, there are many unique liability issues that arise when 
providing PFP services. Some of the concerns when purchasing professional liability insurance coverage 
include —

• What is the definition of professional services? Does it cover all services that you provide in your 
capacity as an accountant? Make sure the services you provide are covered and identify services 
you need coverage for that are eliminated in the exclusions section. In some cases, the carrier will 
attach an endorsement letter to the policy to clarify that an area of service is covered. It is not 
unusual for a professional liability insurance contract designed for a CPA to exclude many of the 
activities that may now be routine in your practice, such as investment advisory activities, registered 
representative activities, and insurance sales activities. In many cases, it might be necessary to 
obtain additional coverage beyond the traditional scope of practice.

• Investment planning can expose you to several types of claims, including suitability, diversification, 
and investment misrepresentation. Suitability claims occur when clients claim an investment was 
too risky or otherwise inappropriate. The suitability rule always applies to financial planners who 
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are investment advisers. Diversification claims can occur when clients claim that their investments 
were not properly diversified. These claims can occur even when you are responsible for only one 
asset class recommendation. Investment misrepresentation claims can be minimized by techniques 
such as ensuring that your clients read the prospectus, avoiding the use of the word “guaranteed,” 
and clearly explaining the liquidity of the investments.

  Action Tip

The AICPA and many state CPA societies make protection available to members as a member benefit, 
and their policies are worth exploring. Group coverage through a broker/dealer typically is inexpensive. 
In any event, it is critical to make sure the insurance fits your practice needs. Be sure you provide a 
complete description of your services to the agent or broker.

ILLUSTRATIONS

The following scenarios illustrate the scope of errors and omission coverage — under the existing AICPA 
Plan —for PFP activities and are for illustrative proposes only. Since each CPA’s practice is different, 
care should be exercised to assure that the proposed policy provides the desired coverage.

Scenario 1

A CPA has just completed a personal financial plan for Mr. and Mrs. Hunter. This financial plan covers 
income tax, estate, insurance, and investment planning. After discussing their investment goals and 
objectives, you suggest that the Hunters should allocate their $1 million investment portfolio as follows:

• 40 percent in money market and Treasury Bills.

• 30 percent in intermediate term municipal bonds. Before purchasing the bonds, the Hunters want their 
broker to call you for approval when the broker finds an appropriate municipal bond.

• 20 percent in no-load equity mutual funds. You present a list of seven no-load funds that have met 
your criteria for performance, cost, risk, and continuity of management, and recommend that the 
Hunters choose any three funds from the list.

• 10 percent in real estate limited partnerships. The Hunters invested in a private placement real estate 
limited partnership. The general partner is also a client of your financial planner, which provides 
accounting and tax services to the partnership. The initial introductions between the Hunters and the 
general partner were made through you. You received no commission or referral fee from the general 
partner.

As a result of the CPA's actions, evaluated together and individually, Scenario 1 presents the following 
issues:

• Would you be covered under the AICPA's errors and omission coverage?
• Which recommendations would exclude you from coverage?
• Why would the recommendations exclude you from coverage?
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The AICPA Professional Liability Insurance Plan (policy dated July 19, 1994) provision governing the 
coverage of recommendations is Exclusion K. This exclusion states that the AICPA Plan does not apply to 
any claim arising out of the promotion, solicitation, or sale of securities. Thus, there would appear to be no 
problem with the recommendation for the percentage allocation by category for the investment of the client's 
funds. This is a generic recommendation and not specific as to a particular investment vehicle.

The results for the specific investment categories (other than the money market and Treasury bills, which 
are not in question) are:

• Mutual Fund Recommendation. The Hunters are going to rely on you to suggest criteria for 
performance, cost, risk, and continuity of management. Although it would be better from a coverage 
point of view if you did not provide a list of specific funds, the fact that the client is asked to choose 
three funds from a group of seven appears not to present a coverage problem.

• Municipal Bond Recommendation. Rather than have your approval of the broker's selection of an 
appropriate municipal bond, it would be better from a coverage point of view for you, again, merely 
to establish whether the bonds under consideration meet the criteria for performance, cost, risk, and 
continuity of management based on tax considerations and financial statement analyses.

• Real Estate Recommendation. Initially, there appears to be no coverage concern here. The fact that 
the general partner and the limited partnership are your clients would not prevent introductions to 
other clients who have funds to invest and for whom real estate is an appropriate investment. It 
would be prudent for you to disclose to his client the full relationship, including whether you are also 
an investor in the partnership. If you are an investor in the limited partnership, Exclusion G might 
be applicable. This exclusion eliminates coverage for the professional services to the partnership if 
you are an "officer, director, partner, manager, or holder of more than 5% ownership interest."

Scenario 2

A CPA financial planner has a number of employees who provide financial planning services as part of their 
accounting practice. The financial planner:

a. Charges fees based on an hourly billing rate.

b. Has no discretionary authority over client funds for investment purposes.

c. Does not sell or recommend any specific investment or insurance products.

d. Does not receive any direct or indirect compensation for the purchase of products by its clients.

e. Provides generic investment recommendations.

f. Recommends the use of a specific investment adviser, fund manager, or mutual fund.

g. Provides generic investment planning recommendations of general asset categories, such as the 
purchase of insurance, mutual funds, bonds, stocks, and real estate.
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h. Suggests a specific portfolio mix of general asset categories (such as, assets should be 15 percent 
liquid, 20 percent income-producing, and 65 percent growth-oriented investments).

i. Evaluates whether specific investments selected by the client or the client's investment adviser are 
suitable.

j. Manages and disburses the client's funds while investment selections are made by an investment 
adviser.

k. Has registered as an investment adviser under the Investment Advisers Act of 1940 and the state 
securities statutes.

1. Has established a separate entity to handle its financial planning practice with a different name from 
that of the accounting firm.

As a result of the CPA financial planner's actions, evaluated together and individually, Scenario 2 presents 
the following issues:

• Would you be covered under the AICPA Plan?
• Which actions (A through L) would exclude you from coverage under the AICPA plan?
• Why would you be excluded from coverage for a specific action?

Actions A through E and G through I all appear to fall within the scope of coverage. The other actions would 
be covered as follows:

• Action F is questionable. Although recommending a specific investment adviser or fund manager 
is not clearly within any policy exclusion(s), the practice could lead to a suit based on the legal theory 
of negligent referral. This requires you to be certain that the recommended person not only will act 
professionally but also will work within your investment criteria for performance, cost, risk, and 
continuity of management. Further, if you know that an investment adviser or fund manager favors 
certain specific investment advice, pursuant to policy Exclusion K, the coverage could be called into 
question because you could be deemed to be giving specific investment advice.

The presence of consideration for the recommendation could also bring coverage into question. For instance, 
if in return for recommending clients the investment adviser returns the favor, there might be a loss of 
coverage. The consideration does not have to be an actual cash payment to raise a question. Further, if you 
know that the recommended investment adviser or fund manager favors a specific category of investments 
or a specific investment strategy, you might be said to be giving specific investment advice, possibly causing 
a loss of coverage under Exclusion K.

• Action J raises the question of the control you have over the funds managed and disbursed. If control 
is pursuant to precise, written client instructions, there should be no coverage concern. The insurer's 
focus is on fraud or embezzlement. Culpable parties are not covered for these acts.

The innocent partner language of the policy will provide coverage for those insureds having no 
knowledge of or participation in their partner's alleged criminal misconduct. It would be prudent, 
however, for your financial planner to be covered by a fidelity bond if it manages and disburses client 
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funds because the AICPA Plan is a professional liability product covering alleged acts, errors, or 
omissions in professional accounting services. It does not cover dishonesty.

• Action K by itself presents no coverage questions, provided your conduct is appropriate with regard 
to the policy provisions already discussed.

• Action L presents no problem, provided the separate entity is named as an additional insured under 
your financial planner's professional liability policy. In addition, the separate entity needs to conduct 
itself as described above.

OTHER EXAMPLES

The PFP Executive Committee requested the Professional Liability Insurance Plan Committee to describe 
coverage relating to the promotion, solicitation, or sale of a security using the following two illustrative 
examples.

Example 1. A CPA manages and disburses a client's funds and has discretionary authority to evaluate 
whether any excess funds should be invested. However, you rely on the client's investment adviser to 
select the specific investment products. Is that action excluded?

Example 2. The same CPA recommends specific securities or investment products but does not sell 
them to the client. Is that action excluded?

In Example 1, your discretionary authority appears irrelevant because the client's investment adviser selects 
the specific investment product. To clarify the situation, the investment adviser and client should have a 
clearly drafted agreement. This agreement should then be incorporated by reference into an engagement 
letter between you and the client, as well as language holding you harmless for implementing any advice 
given by the investment adviser.

In Example 2, because you recommend specific investment products, Exclusion K would be triggered and 
coverage probably lost.

CONCLUSION

The above discussion is for illustrative purposes only and is not intended to be a complete review of 
the scope of the coverage provided. Responding to hypothetical situations is always problematic. 
Generally, underwriters will not unequivocally state that coverage is or is not afforded for the 
rendering of a specific service to a specific client under a unique set of circumstances. A proper 
evaluation cannot be made with assurance until an actual, concrete claim is presented. Therefore, you 
should always proceed with caution when attempting to determine the extent of insurance coverage.

Information on the AICPA's Professional Liability Insurance Plan is available from Aon Direct Group, Inc. 
by calling 800-221-3023. If your practice includes investment advice, you should review your liability 
insurance policy to determine the scope of coverage. A special policy beyond the normal errors and omission 
policy may be necessary to provide the desired coverage.

Exhibit D-1 features insurers that may provide errors and omissions coverage for your practice.
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EXHIBIT D-l

INSURANCE PROGRAMS FOR INVESTMENT ADVISING

Camico*
255 Shoreline Drive, 3rd Floor 

Redwood City, CA 94065 
800-652-1772 

*For California CPAs Only

Financial Services Mutual (FSM) Insurance Company**
540 Hopmeadow Street, Suite 16 

Simsbury, CT 06070 
**Must Be a Registered Investment Adviser

Frontier
c/o Norman-Spenser Inc.

377 Butterfield Road, Suite 260 
Lombard, IL 60148 

800-842-3653

Liftman Insurance Inc.
101 Federal Street

Boston, MA 02110 
617-439-9595
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APPENDIX E

PFP PRACTICE EVALUATION PROCESS

INTRODUCTION

There is currently no requirement to periodically review and evaluate a PFP practice. However, many CPAs 
find the practice helpful in enhancing the quality and profitability of their PFP services.

This appendix contains the PFP Practice Evaluation Review, a checklist practice aid designed to help—

• Ensure that you comply with existing AICPA professional standards.

• Evaluate whether you follow recommendations contained in practice aids, such as this Handbook 
or the PFP Library.

• Identify procedures that can help you operate more efficiently and profitably.

The completed checklist is for your use only. Do not send completed checklists to the AICPA.

  Note

At the time of publication, the AICPA was preparing a new publication, the Personal Financial Planning 
Quality Control Checklist, for distribution in early 1997. When published, that checklist will supercede 
the PFP Practice Evaluation Review contained in this appendix.
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PRACTICE AID

PFP
Practice 

Evaluation 
Review

NOTE: FOR YOUR FILES ONLY - DO NOT RETURN TO THE AICPA

American Institute of Certified Public Accountants
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Instructions for Performing the Practice Evaluation Review

Objective

The purpose of this checklist is to provide guidance for CPA financial planners who perform a periodic 
review of their personal financial planning (PFP) practice. Some firms undergo an annual review of their 
PFP practice. The review covers the general PFP practice and specific PFP engagements. The purpose of 
this review is to determine whether the CPA financial planner is adhering to AICPA professional standards 
and recommendations contained in practice guides. The practice evaluation may result in ideas for corrective 
actions that will improve your procedures or provide a new planning strategy for a client. Implemented 
corrective actions will enhance the quality of your PFP practice.

This aid is also a useful tool for those CPA Personal Financial Specialists (PFS) completing the Internal 
Practice Review Questionnaire (IPRQ) for reaccreditation. In completing the questionnaire, you should 
review your policies and procedures, reference manuals and the AICPA Code of Professional Conduct. Also, 
CPA financial planners with the PFS designation may be asked to submit documentation supporting their 
answers in their IPRQ. Completed checklists in this practice aid can be used as documentation in satisfying 
that request.

Timing of Practice Evaluation

You should select a time period to conduct your practice evaluation that will enable you to evaluate your 
findings and to implement any corrective actions you deem necessary. A slow period prior to the busy season 
seems to be the best time to conduct one. This will allow you sufficient time to evaluate the quality of your 
PFP practice and implement any necessary corrective actions such as a change in procedures or 
implementation of a new planning strategy for a particular client.

Note: CPAs with the PFS designation should carefully select their practice evaluation period. The first 
evaluation may begin when the designation is granted. The time period for the evaluation may be a short 
period in the first year (i.e., begin with the date you are granted the specialty designation, January, and end 
with September or October, a few months prior to the accredited specialty renewal date of December 31). 
Future evaluation periods should begin when the last evaluation period ended, such as September or October. 
You may select an evaluation period which corresponds to your state license renewal period as long as it is 
not more than three months prior to the accredited specialty reaccreditation period.
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The Practice Evaluation Process

The practice evaluation process covers a review of the general PFP practice (Section A) and a review of 
specific PFP engagements (Section B). This checklist should be used to assist you in conducting your 
practice evaluation.

Section A—PFP Practice Evaluation—General
This section concentrates on the adherence to general professional standards relating to PFP activities and 
covers the established procedures that apply to all PFP services performed in your practice. Questions in this 
section relate to the minimum levels of acceptable behavior for AICPA members. The general practice 
evaluation covers ethics, reporting standards, regulatory compliance, client communication and disclosure, 
and practice procedures (Conduct of Engagement, Documentation and Planning, PFP Resources, Data 
Collection, Personal Financial Profile and Goals, Data Analysis, Recommendation Development, 
Communication to Client, Plan Implementation, and Plan Update).

This section of the evaluation process considers certain reporting standards, the Statements on Standards for 
Consulting Services, the Statements on Responsibilities in PFP Practice, and the Statements on 
Responsibilities in Tax Practice as they relate to PFP as well as the AICPA's Guide for Prospective Financial 
Statements and Personal Financial Statement Guide. This section also addresses compliance with the AICPA 
Code of Professional Conduct and legislation and regulations.

After completing this section, you may identify areas for taking corrective action to improve procedures or 
implement new ones to insure that quality PFP services are provided. These conclusions and corrective 
actions taken are summarized in the Conclusion and Explanation of Corrective Actions Section of this 
Practice Aid (Section C).

Section B—PFP Practice Evaluation—Specific Engagements
To complete this section, select a sample of PFP engagements for review. In selecting the sample, select 
engagements that represent a cross section of your PFP activities. The sample should include comprehensive, 
segmented or consultation services, if available. If you only perform consultation or segmented planning, 
then you should select a series of engagements that cover the specific areas of the PFP process including 
financial statement analysis, cash flow planning, investment planning, education or retirement funding, risk 
management, income tax planning, and estate planning. A checklist should be prepared for each engagement 
reviewed to document the evaluation process.

The objective of the review of specific engagements is to evaluate whether you are complying with standards 
and recommended practice procedures. The review, therefore, should include an examination of the report 
or written client communication, client goals and objectives and planning assumptions, data-gathering 
procedures, data analysis working papers, financial problems identified, communication of planning 
strategies, and implementation and monitoring of strategies.
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For each engagement reviewed, evaluate whether anything came to your attention that caused you to believe 
that corrective action should be taken to improve procedures or implement a new procedure or planning 
strategy for a specific client. These conclusions and corrective actions taken should be documented in the 
Conclusion and Explanation of Corrective Actions section of this Practice Aid (Section C). These corrective 
actions taken reflect your desire to provide quality services to your clients.

Section C—Conclusion and Explanation of Corrective Actions
Conclusions based on the practice evaluation should be documented in this section by providing a detailed 
description of the situations which led you to believe that corrective actions should be taken. These 
corrective actions may involve improving procedures or developing a new planning strategy for a client 
based on the review of a specific engagement.
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Section A—PFP Practice Evaluation — General

Yes No
A. Ethics

1. Do you hold out as a CPA in the performance of PFP services for 
clients?

2. Are you performing any engagement that may be considered to be 
impairing your independence? (Rule 101)

3. Do you intend to hold yourself out as a CPA who provides 
financial planning services?

4. Are you maintaining your integrity and objectivity when 
rendering professional services? (Rule 102)

5. In connection with your PFP engagements —

a. Do you undertake only those engagements that you can 
perform with professional competence? (Rule 201 A)

b. Do you exercise due professional care when performing a PFP 
engagement? (Rule 201B)

c. Do you plan and supervise your PFP engagements? (Rule 
201C)

d. Do you obtain sufficient relevant data during an engagement 
to form a reasonable basis for the recommendations included 
in the PFP engagement? (Rule 201D)

6. Do you comply with standards promulgated by AICPA Council 
when providing professional services? (Rule 202)

7. Do you always obtain the client's consent before disclosing 
confidential client information obtained during a PFP engage
ment? (Rule 301)

8. Do you accept fees contingent on the results of the service pro
vided? (Rule 302)

9. Do you retain original records after a demand has been made from 
the client? (Rule 501)

10. Have you ever permitted or directed another to make false or 
misleading entries in financial statements or other records? (Rule 
501)
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Section A (Continued)

Yes No

11. Do you seek to obtain clients in a manner that is false, misleading, 
or deceptive? (Rule 502)

12. Do you ever accept fees, payments, or other reimbursement from 
outside vendors who have obtained clients from you? (Interpreta
tion Under Rule 502-5)

13. Do you receive payments or commissions from the vendors of 
investment or insurance products that you recommend to clients? 
(Rule 503)

14. Do you accept payments for referring to a client the products or 
services of others? (Rule 503)

15. Is your public accounting firm operated as a proprietorship, a 
partnership, or a professional corporation? (Rule 505)

B. Reporting Standards

1. In a written plan that includes personal financial statements that 
will be used by third parties, do you present assets at estimated 
current values and liabilities at their estimated current amounts? 
(Statement of Position 82-1, Accounting and Financial Reporting 
for Personal Financial Statements)

2. In a written plan that includes personal financial statements that 
will be used by third parties, does your written report indicate that 
you performed a compilation or a review of those financial 
statements? (Statement on Standards for Accounting and Review 
Services No. 1, Compilation and Review of Financial Statements 
[AR Section 100]).

3. In a written plan that includes financial statements that will be 
used only to develop the plan and not to obtain credit or for any 
other purpose, does your report conform to the form of written 
report required by the Statement on Standards for Accounting and 
Review Services No. 6, Reporting on Personal Financial 
Statements Included in Written Personal Financial Plans (AR 
Section 600)?

4. In a written plan that includes prospective financial information, 
do you disclose the major assumptions, the character of the work 
performed, and the degree of responsibility assumed? (Guide for D  
Prospective Financial Information)
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Section A (Continued)

Yes No

5. In a written plan that includes prospective financial information 
for internal use only, do you indicate that the prospective finan
cial information is based on assumptions for future events and the 
actual results may not occur as expected and that the infor
mation should be used only to assist the client and the client's 
advisers develop the financial plan and should not be shown to a 
third party for any other purpose? (Guide for Prospective 
Financial Information)

6. In a written plan that includes prospective financial information 
considered to be a partial presentation, do you always include a 
statement indicating a general description of the purpose of the 
prospective financial information and the limitations on its 
usefulness? (Guide for Prospective Financial Information)

C. Regulatory Compliance

1.

2.

Have you reviewed your practice to determine whether you are 
required to register as an investment adviser with the SEC?

Are you in compliance with the investment adviser laws and 
registration and regulatory requirements in the states where you 
practice?

D. Client Communication and Disclosure

1. Are you in compliance with AICPA Statements on Respon
sibilities in Tax Practice No. 8, Form and Content of Advice to 
Clients, which discusses certain aspects of providing tax advice 
to clients? (TX Section 182)

2. In written plans that include income and estate tax advice, do you 
use a precautionary statement in your transmittal letter indicating 
that the advice is based on information received from the client 
and tax laws and regulations that are subject to change?
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Section A (Continued)

Yes No

E. Practice Procedures

1. Conduct of the Engagement

a. Documentation and Planning

(1) Do you use a standardized questionnaire for screening 
prospective clients?

(2) Do you review the work of your support staff?

(3) Do you use standardized forms, checklists, working 
papers, or questionnaires?

(4) Do you have established planning procedures for your 
PFP engagements?

(5) Do you appropriately evaluate clients' needs for con
sultative, segmented, or comprehensive services?

(6) Do you document the results of client interviews?

(7) Do you generally use an engagement letter to document 
your engagement understanding with the client?

b. PFP Resources

(1) What are the most often used PFP resources? (periodicals, manuals, etc.)

c. Data Collection

(1) In your practice, do you have an established data- 
gathering process?

(2) Do you have a process that you follow to identify clients' 
goals and objectives, investment risk tolerance, and other 
personal financial issues?



E-12 PFP PRACTICE HANDBOOK

Section A (Continued)

No

(3) Do you have an established procedure for reviewing 
client files, collecting, copying, and indexing client 
documents?

d. Personal Financial Profile and Goals

(1) Do you summarize relevant financial information in a 
client financial profile?

(2) Do you review with the client the personal financial pro
file and goals and objectives to verify accuracy?

e. Data Analysis

(1) In a PFP engagement involving investment planning, do 
your procedures take time horizon, asset class preference, 
risk tolerance and expected return into consideration?

(2) Do you inquire about the client's goals?

(3) Do you analyze the client's net worth?

(4) Do you analyze the client's income and spending patterns?

(5) Do you summarize significant factors and assumptions 
for the projected financial position?

(6) Do you generally include prospective information in a 
written plan?

f. Recommendation Development

(1) After you consider the results of your financial analysis 
and develop your recommendations, do you then discuss 
them with the client before finalizing them?

(2) Do you document how you arrived at your recom
mendations?

(3) Do you prepare a written summary of your recom
mendations?
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Section A (Continued)

Yes No

(4) When you use the work of specialists, such as in 
insurance, estate planning, and investments, do you 
coordinate their work into the overall plan and review the 
appropriateness of their recommendations?

(5) Do you prepare an investment policy statement to 
summarize the client's investment discipline?

g. Communication to Client

(1) If the scope of your engagement does not include plan 
implementation, do you communicate this limitation to 
your client in writing?

(2) Do you document the results of a consultation with the 
client?

(3) Do you have established procedures for providing written 
communication to the client to facilitate implementation 
by the client?

(4) Do you prepare a report or written communication which 
includes:

(a) Scope of services provided?

(b) Appropriate disclaimers?

(c) A summary of the goals and assumptions used to 
develop the plan?

(d) A summary of your recommendations?

(5) Do you communicate in writing to the client the 
importance of periodic plan review and update?

h. Plan Implementation

(1) Do you have an established process for assisting your 
client to implement the plan?

(2) Do your procedures result in the client making the final 
decisions before action is taken?
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Section A (Continued)

Yes No

(3) Do you have established procedures for determining 
whether the client implemented the recommendations?

i. Plan Update

(1) Do you have an established process for updating and 
reviewing the client's financial plan?
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Section B — PFP Practice Evaluation — Specific Engagements

No
A. Planning

1. Did you have an engagement letter?

2. Did you meet with the client to verify correctness of the personal 
financial profile and goals and objectives before analyzing the data?

B. Financial Statement Analysis

1. Did you prepare or analyze the client's financial statements?

2. Did you inquire about the client's goals for future net worth?

3. Did you summarize relevant factors and assumptions for the 
projected financial position?

4. Did you prepare projections of future net worth?

C. Cash Flow Planning

1. Did you compute the client's cash flow available for investment and 
savings?

2. Did you include projected cash flow in the written financial plan?

D. Investment Planning

1. Did you assist in developing an asset allocation model?

2. Based on consideration of client risk tolerances and other 
parameters for investment selection, did you review the client's 
current investments to determine their suitability?

E. Education or Retirement Funding

1. Did you identify the client's funding goals and pertinent assump
tions to project funding needed?

2. Did you analyze whether the client's projected resources will meet 
those needs?

3. Did you develop strategies to address those needs?
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Section B (Continued)

Yes No

F. Risk Management

1. Did you analyze existing insurance coverages?

2. When working with a client's insurance and protection needs, did 
you identify significant risks and their amounts in connection with 
the following: property, casualty and liability, and life, health and 
disability?

3. Did you review appropriate areas based on the client's needs, for 
example, did you consider alternative methods for managing the 
risk and determining the need for insurance coverages?

G. Income Tax Planning

1. Did you review prior years' tax returns?

2. Did you project future years' income taxes?

3. Did you identify tax saving strategies currently in use and determine 
whether additional tax strategies can be used?

H. Estate Planning

1. Did you identify the client's estate distribution goals?

2. Did you review the client's current will and any related trust 
agreements in view of current law and the client's estate distribu
tion goals?

3. If the client had no will, did you recommend that the client meet 
with an attorney or did you and the client meet with an attorney to 
ensure that the will and trust agreement is properly written and 
processed in accordance with the requirements of the law?

4. Did you compute federal and state estate taxes for both spouses?

5. Did you identify estate tax saving strategies currently in use?

6. Did you identify new or additional estate planning strategies that 
can be used?

7. Did you evaluate the client's estate liquidity requirements?

□

□

□
□

□
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Section B (Continued)

Yes No

I. Written Communication

1. Did you prepare a transmittal letter?

2. Did your report or written communication include—

a. A description of the services provided?

b. Appropriate disclaimers?

c. A summary of the goals and assumptions used to develop 
the plan?

d. A summary of your recommendations?

J. Recommendations

1. Do your files contain working papers to support your recom
mendations?

2. Did you prepare a written summary of your recommendations?
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Section C — Conclusion and Explanation of Corrective Actions

Yes No
Review Conclusions:

1. Did the review disclose any significant situation that led you to 
conclude that you should consider taking any further action with the 
client to develop a new planning strategy or obtain additional 
information to support your recommendations?

2. Did the review lead you to conclude that you should improve your 
procedures for providing PFP services to clients?

If any of the above answers are yes, describe such situations, including actions you took or plan to 
take below.

Findings and Recommendations:

Describe any findings and recommendations for improvement below.

Findings Recommendations
Corrective Action 
Taken or Planned
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APPENDIX F

INVESTMENT ADVISER REGISTRATION ISSUES

INTRODUCTION

The following general discussion is intended to present some information that will add to your 
understanding about registering as an investment adviser. It is not intended to provide a legal analysis 
of the issues involved in determining whether you are required to register as an investment adviser 
under the Investment Advisers Act of 1940 (the Act). Determining whether you are required to 
register under the Act involves a complicated area of law. An assessment of your or your firm’s 
potential obligation to register requires careful examination and determination based on the facts and 
circumstances surrounding your practice. Each practice is different, and the advice of legal counsel 
should be obtained before a decision to register is made.

The AICPA has published Guide to Registering as an Investment Adviser, containing information to help 
you understand the registration, reporting, and compliance requirements under the Act. The laws of many 
states contain requirements that may be more significant and far-reaching, from your viewpoint, than the 
federal requirements. You should review with your legal counsel the laws of the states in which you practice 
and in which your clients are located in order to determine the registration requirements under those laws. 
The following is a general discussion on registration.

  Note

New federal legislation - the Investment Advisers Supervision Coordination Act - which takes effect 
April 9, 1997, may affect your registration requirements. Please refer to the overview of this new 
legislation at the end of this section.

FEDERAL RULES

The Investment Advisers Act of 1940 (the Act) makes it unlawful for a person to act as an investment adviser 
(IA) unless she or he is registered under the Act or is exempt from registration. Under Section 202(a)(l 1) 
of the Act, an IA is:

"... any person who, for compensation, engages in the business of advising others, either directly or 
through publications or writings, as to the value of securities or as to the advisability of investing 
in, purchasing, or selling securities, or who, for compensation and as part of a regular business, 
issues or promulgates analyses or reports concerning securities; but does not include (A) a bank...;
(B) any lawyer, accountant, engineer, or teacher whose performance of such services is solely 
incidental to the practice of his profession [emphasis added]; (C) any broker or dealer...; (D) the 
publisher of any bona fide newspaper...; (E) any person whose advice, analyses, or reports relate to 
no securities other than securities which are direct obligations of or obligations guaranteed as to 
principal or interest by the United States, or securities issued or guaranteed by corporations in which 
the United States has a direct or indirect interest; such other persons not within the intent of this 
paragraph as the Commission may designate by rules and regulations or order."[emphasis added]
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The SEC staff interpreted this definition in an Investment Advisers Act Release No. IA 1092, October 8, 
1987, to mean, generally, that "...if the activities of any person providing integrated advisory services satisfy 
the elements of the definition, the person would be an investment adviser..., unless entitled to rely on one 
of the exclusions [including the accountants exclusion] from the definition of investment adviser...." The 
SEC noted that a facts and circumstances approach is to be used to determine who is required to register 
under these rules. The PFP Division believes a number of PFP engagements performed by CPAs may involve 
no rendering of investment advice and believes that many CPAs may broadly interpret IA 1092 (and, in 
many instances, applicable state law) as requiring any CPA who provides any form of financial planning 
services to register as an IA. The PFP Division supports the narrower interpretation of IA 1092 suggested 
later in this section.

Investment Adviser Defined. As suggested above, the definition of IA consists of three factors. As a CPA 
financial planner, you may be considered an IA if you—

1. Provide advice or issue reports or analyses about securities
2. Are in the business of providing these services, and
3. Provide these services for compensation.

In applying the test, according to the SEC, the advice given need not relate to a specific security, provided 
it was given as part of a business and for compensation. For example, advising a client to invest in a non
security as opposed to a security would meet the test.

For the second factor, the giving of investment advice need not be the principal business activity of the 
person for the person to be considered an IA. The frequency of this activity is a factor to be considered, but 
it is not determinative. In establishing an additional facts and circumstances test, a person is in the business 
of giving investment advice if there is (1) the holding out as an investment adviser, (2) the receipt of 
identifiable compensation for the giving of advice about securities, or (3) in any other than rare, isolated, and 
nonperiodic instances, the giving of specific investment advice. Specific investment advice is interpreted 
broadly to include generic advice such as asset allocations, or the recommendation of broad categories of 
securities, such as corporate bonds, municipal bonds, or kinds of mutual funds.

The compensation factor is also broadly interpreted. Thus, according to the SEC, any form of compensation 
from any source would meet the test. In addition, the compensation does not have to be specifically identified 
as being for investment advisory services to meet the test.

Accountant's Exclusion. The Act provides an exclusion from the IA registration rules to CPAs, among 
other professionals. Under the SEC's interpretation of the exclusion, a CPA who holds out as performing 
financial planning, pension adviser or other financial advisory services would not be able to take advantage 
of the exclusion because the performance of those services would not, in the opinion of the SEC, be 
incidental to the practice of the profession.

THE AICPA POSITION

Recognizing that the SEC in IA 1092 interpreted the language of the Act broadly, especially the accountant's 
exclusion, the AICPA adopted the position that the availability of the exclusion should not depend on the 
title given to the services a CPA performs, but to the type of services performed. Thus, you would not be 
required to register if the PFP services performed were such that you did not meet the definition of 
investment adviser contained in the Act, or if you meet the definition of investment adviser, but may rely on 
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the accountant's exclusion from the definition contained in the Act. You should fall within the accountant's 
exclusion when you do not do one of the following:

1. Exercise investment discretion with respect to the assets of clients or maintain custody of the assets 
of clients for the purpose of investing such assets, except when the person is acting as a bona fide 
fiduciary, such as executor, trustee, personal representative, estate or trust agent, guardian, 
conservator, or person serving in a similar fiduciary capacity

2. Accept or receive, directly or indirectly, any commission, fee, or other remuneration contingent upon 
the purchase or sale of any specific security by a client of such person

3. Advise on the purchase or sale of specific securities except that this activity shall not apply provided 
the advice about specific securities is based on financial statement analyses or tax considerations that 
are reasonably related to and in connection with a person's profession

If you may rely on the accountant's exclusion of the Act, then you are not subject to any of the Act's 
provisions. Because the SEC has established a facts and circumstances test to establish whether a CPA 
must register, it is imperative to seek the guidance of legal counsel on this issue.

STATE REGULATION

Many states have investment adviser legislation containing language similar to the Act. Other states have 
used the Act as a base, but have added their own unique provisions. It is beyond the scope of this discussion 
to examine the rules of the fifty states; however, you should be aware of the existence and content of the 
investment adviser laws of the states in which you perform PFP services. The form of your practice will 
determine whether the filing is for a firm or individual. In addition to filing a form, paying a fee, passing 
an examination, specific record-keeping and disclosure requirements, states often have minimum bond and 
capital requirements. The determination of whether to register should be made with the advice of 
counsel after a full examination of the controlling state laws and the facts and circumstances 
surrounding your PFP practice.

FILING REQUIREMENTS

If you determine, on the advice of counsel, that it is necessary to register, many different actions must be 
taken. First, a Form ADV together with required fee must be filed with the SEC; additionally, another form 
and fee must be filed with the appropriate state authority. (It is assumed that if you register for federal 
purposes, registration with the appropriate state authorities and compliance with the state rules would ensue. 
Most states have adopted the use of the Form ADV.)

Annual Report. Every registered IA must file an annual report with the SEC that updates the information 
contained in the previous year's report. In some instances, you may have to file an audited balance sheet with 
the annual report (if you maintain custody of client funds or receive prepayments of advisory fees, in excess 
of $500 per client, for more than six months in advance of providing the services).

Documentation. Under SEC rules, a registered IA must be prepared to provide clients or prospective clients 
with a copy of Form ADV, Part II, or a brochure containing the information contained in the form. The 
information to be provided includes descriptions of the services and fees, kinds of clients, kinds of 
investments, and educational and business background, among the topics on the form.
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The registered IA must deliver a copy of the required information to the prospective client at least forty-eight 
hours before entering the engagement or at the time of entering the engagement agreement, provided the 
client has five days in which to cancel the engagement. In addition, a copy of the appropriate section of every 
subsequent year's annual report or a new brochure containing the required information has to be offered or 
delivered to the client.

BOOKS AND RECORDS

A registered IA must keep those books and records specified by the SEC. This means, generally, that every 
piece of paper relating to the client must be kept. This includes financial plans and recommendations, all 
communications, and all financial records. According to SEC rules, some of this information can be kept in 
computer files.

Inspections. The SEC and state security administrators can inspect a registered IA's books and records 
relating to a client. When possible, the deficiencies are corrected on the spot. If this is not possible, you will 
receive a deficiency letter, which is a directive to resolve the perceived deficiencies.

Examinations. Several state investment advisers laws require the applicant to pass an examination. The 
number of states requiring an examination is growing. Several states waive the required examination for 
those who have earned a recognized financial planning designation, such as Personal Financial Specialist, 
which is granted by the AICPA. See the Guide to Registering as an Investment Adviser for information on 
states that require an investment adviser examination to be passed before registration



INVESTMENT ADVISER REGISTRATION ISSUES F-5

New Investment Adviser Legislation 
Public Law 104-290

A new law amending the Investment Adviser Act of 1940 takes effect April 9, 1997. The Investment 
Advisers Supervision Coordination Act (the Act) is intended to coordinate federal and state regulation of 
investment advisers to avoid duplicative and unnecessary regulation. The Act also authorizes $20 million 
in appropriations for the SEC for each of the next two fiscal years to use in its oversight of investment 
advisers.

The Act gives the SEC sole responsibility for the supervision of investment advisers that manage $25 
million or more in client assets, preempting state regulation of these federally-registered advisers who 
meet this $25 million threshold. Furthermore, the Act prohibits federal registration of any investment 
adviser that is regulated or required to be regulated as an investment adviser in the state in which it 
maintains its principal office and place of business, unless the adviser meets the $25 million threshold or 
is an adviser to a registered investment company. Accordingly, those advisers that manage less than $25 
million in client assets would continue to be regulated by the states. Advisers with a principal place of 
business in one of the four states that currently have no investment adviser regulation - Colorado, Iowa, 
Ohio, and Wyoming - can register with the SEC even if they do not meet the $25 million threshold.

The Act relieves smaller advisers of some regulatory burdens because it provides that a state may only 
enforce the books, records, capital and bonding requirements of investment advisers maintaining their 
principal places of business in that state. A national de minimis standard was also established to exempt 
any adviser from having to register in state where he or she does not have a place of business and during 
the year has had fewer than 6 clients who are residents of that state. The SEC is expected to modify the 
ADV form to reflect these changes.

The Act also amends the Employee Retirement Income Security Act (ERISA) to allow both state- and 
federally-registered advisers to advise ERISA accounts. However, this ERISA amendment expires in two 
years. Hopefully, this provision will become permanent once Congressional committees of jurisdiction 
have held hearings examining the issues involved.

Although many states have investment adviser regulation that is similar to federal regulation, these 
regulations and registration requirements may vary greatly from state to state. Some advisers that cannot 
register at the federal level may find that applicable state level requirements are more onerous than the 
federal requirements, depending on the state(s) involved.

You should contact your attorney to determine the extent to which this new legislation affects you and 
your practice. The AICPA will keep you posted about this and other important developments in future 
issues of Planner and other appropriate AICPA communications.
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APPENDIX G

PERSONAL FINANCIAL PLANNING DIVISION ADMINISTRATION

This document summarizes the responsibilities, authority, and structure of the personal financial planning 
division. It explains the major operating policies that guide the division's activities.

GENERAL INFORMATION

Structure of the Division

The personal financial planning division (the division) consists of the Personal Financial Planning (PFP) 
Executive Committee (the Committee), its subcommittees and task forces, the personal financial planning 
membership section (the membership section), and AICPA staff assigned to the division.

Personal Financial Planning Executive Committee. The Committee is the senior technical committee of 
the AICPA with respect to the personal financial planning area of practice. It is authorized, subject to the 
coordination and clearance procedures set forth in exhibit G-1, to make public statements on behalf of the 
AICPA and to issue advisory statements on personal financial planning practice without clearance of either 
the Council or the Board of Directors. It is authorized to plan, to initiate, to supervise, and to coordinate the 
projects, programs, and activities of the membership section. It has clearance responsibility for all 
recommendations proposed by its subcommittees. It works with other AICPA components and state societies 
in providing educational, practice development, technical guidance, and other programs.

The Committee consists of fifteen individuals, all of whom must be AICPA members. The chair and the 
members of the Committee are appointed annually by the chair of the AICPA Board of Directors. Each 
member normally serves no more than three years, although an individual may serve as chair for up to three 
years in addition to the three years served as a member of the Committee.

Subcommittees and Task Forces. Subcommittees and task forces are appointed to assist the Committee 
in carrying out its responsibilities. Their work is subject to review by, and approval of, the Committee.

A subcommittee is a standing group, which need not be entirely or partially composed of members of the 
Committee. Subcommittees are appointed by the chair of the AICPA Board of Directors. Each member 
normally serves no more than three years, although an individual may serve as chair for up to three years in 
addition to the three years served as a member of the subcommittee.

A task force is a group appointed to undertake a special project and is terminated on the completion of the 
special project. It need not be entirely composed of members of the Committee. A task force is appointed 
by and reports to the chair of the Committee.

Membership Section. The membership section was formed for AICPA members. It is part of the AICPA 
structure for members who have an interest in personal financial planning. Membership is voluntary.

Staff. Staff support is provided to the division by the director-personal financial planning, who reports 
to the AICPA vice president-technical services, and assigned managers and assistants.
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Responsibilities and Authority of the Executive Committee

Responsibilities. The Committee's responsibilities and goals are as follows:

• To meet the needs of AICPA members interested in personal financial planning

• To develop and coordinate programs designed to meet the needs of AICPA members who have joined 
the membership section

• To develop policy positions on personal financial planning matters

• To provide AICPA members with guidance on good practice for CPAs by developing and issuing 
advisory statements on personal financial planning

• To provide AICPA members with information on practice management in the personal financial 
planning area and on personal financial planning practice by developing and publishing practice aids

• To monitor legislation and regulation relating to personal financial planning and to assist and work 
with other AICPA components to develop and communicate AICPA policy positions on such matters 
(See exhibit G-l)

• To develop and conduct a communications program designed to inform the public of the important 
role of CPAs in providing high quality personal financial planning services; such programs should 
be consistent with the Institute's overall communications program

• To develop and coordinate programs to enable practitioners engaged in personal financial planning 
to share their knowledge and experience

• To help to define the general body of knowledge required for CPAs who practice personal financial 
planning, and to conduct studies that contribute to the development of that body of knowledge

• To establish a voluntary exchange network as a forum for the interchange among the AICPA and state 
CPA societies of information on personal financial planning

• To assist state CPA societies in coordinating their activities relating to personal financial planning 
and to maintain liaison with other groups interested in personal financial planning

• To work with the AICPA professional development division in identifying the need for, and in 
developing, personal financial planning courses

• To work with the AICPA examinations division in developing and administering the accreditation 
program for Personal Financial Specialists

• To work with the AICPA software development division in identifying the need for, and in 
developing, personal financial planning software

The Committee organizes the efforts of the accounting profession to serve these goals.

Relations With Other AICPA Components. The Committee will obtain and consider the views of other 
AICPA components in its deliberations on personal financial planning. By the same token, the Committee 
should be informed on a timely basis about activities of other AICPA components that relate to personal 
financial planning. In accordance with the memorandum of understanding incorporated in this document 
as exhibit G-1, the Committee and the Federal Taxation Executive Committee have established a joint 
coordinating committee to identify and resolve potential conflicts because of overlapping responsibilities.
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Relations With State Societies and Others. The Committee maintains a relationship with state society 
committees on personal financial planning. It has established a voluntary exchange network so that the state 
societies can share information. This liaison provides benefits to the state societies and the Committee by 
fostering cooperation in areas of common interest in personal financial planning. The Committee provides 
the forum for meetings to allow the liaison to progress.

The Committee maintains contact with other organizations interested in personal financial planning to 
facilitate the resolution of issues that are of interest to both those organizations and the Institute.

OPERATING POLICIES

Conduct of Meetings

Meetings of the Committee and the subcommittees and task forces are conducted informally rather than on 
the basis of rigid rules of order. Since the work of the components of the division is deliberative, a free 
interchange of ideas is essential, within the framework of orderly proceedings.

Meetings Open to the Public. Portions of meetings of the Committee relating to developing and issuing 
advisory statements on personal financial planning practice will be open to the public. Portions of 
Committee meetings during which discussions take place to identify issues for possible addition to the list 
of projects under study by the Committee need not be open to the public. All other work of the Committee 
is done in closed session.

The following procedures apply to open meetings of the Committee:

• Public announcement of the date, time, and location of the meeting will be made in The CPA Letter, 
with a listing of the subjects expected to be discussed in open sessions. Additional information about 
regular or special meetings will be made available through an AICPA telephone service. The form 
of the public announcement in The CPA Letter and through the telephone service will conform to 
uniform AICPA procedures for all open meetings held by any AICPA component.

• Subjects to be discussed in open sessions may be added up to ten days before the meeting. Such 
changes will be announced by the telephone services.

• Special meetings of the Committee will not be set less than ten days in advance of the meeting date.

• Copies of documents relating to issues discussed in open meetings will not be supplied at such 
meetings for the use of individuals other than those included on the Committee's distribution list. 
However, the Committee will make available for public inspection at the meeting location six sets 
of highlights of the previous public meeting, the meeting agenda, and the drafts for discussion. These 
items will also be available by mail through the AICPA meetings subscription service to which the 
public may subscribe for a fee.

• A "public file" on the open sessions of the Committee will be created and kept for one year in the 
AICPA library for public reference. This file will contain copies of the meeting agendas, the drafts 
for discussion, the highlights of public meetings, and the comment letters on exposure drafts.

• Although observers will not ordinarily have the privilege of the floor, the chair of the Committee may 
extend such a privilege to an observer in advance of the meeting for good cause.
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Meeting Sites. The AICPA policy on meeting sites is contained in a resolution of Council dated May 5, 
1976, and in a resolution on location of AICPA committee meetings adopted by the Board of Directors.

Quorum Requirements. A majority of the members of the Committee, a subcommittee, or a task force 
constitutes a quorum.

Privilege of the Floor. Members of a component of the division, the chair of the AICPA Board of Directors, 
the president, the group vice president-professional, the vice president- technical standards and services, 
the director-personal financial planning, and other AICPA technical staff members whose presence at a 
meeting is required, have the privilege of the floor at meetings of the Committee, a subcommittee, or a task 
force. The chair of a component of the division ordinarily will extend the privilege of the floor to members 
of other AICPA components when matters relating to their components are being discussed, as well as to 
invited guests.

Meeting Highlights. The staff prepares meeting highlights for division components in the form of brief 
summaries of principal actions taken and decisions reached. Meeting highlights are considered approved 
in the absence of objections by members within two weeks of their issuance. The chair of a component of 
the division, other than the Committee or a subcommittee, may decide not to have highlights prepared.

Distribution of Materials. The staff prepares a distribution list for the Committee and each subcommittee 
and task force. The distribution lists ordinarily include the members of the component, their advisers, the 
chair of the Committee, and selected members of the Institute staff. Individuals on a distribution list may 
ask to receive a reasonable number of extra copies of correspondence. Copies of all materials intended for 
a component should be sent to all individuals included on the distribution list. All requests for comments 
from a component should identify the appropriate distribution list.

Reimbursement of Expenses. AICPA members who serve on the Committee, a subcommittee, or a task 
force are entitled to reimbursement of reasonable expenses for attending meetings of those components, in 
accordance with the AICPA’s reimbursement policy in effect at the time of the meeting.

Voting Procedures

The matters on which votes may be taken can be categorized as follows:

• Votes by the Committee on a motion to issue an exposure draft or a final advisory statement on 
personal financial planning practice

• Votes by the Committee on motions relative to other actions

• Votes to indicate the preference of members of a component on any issue

In a vote by the Committee to issue an exposure draft of an advisory statement or on a final statement a 
member may vote (a) to approve its issuance, or (b) to dissent to its issuance.
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Issuance of an exposure draft or a final statement requires the written affirmative approval of two-thirds of 
the members of the Committee at the date of the vote.1 On all other matters considered by the Committee 
and on all matters considered by other components, the affirmative votes of a simple majority of the 
members will be required for approval of the matter (including approval to publish a practice aid or a special 
report). At the discretion of the chair of a component, such votes may be taken by a show of hands at a 
meeting, by a written ballot, or by a telephone poll.

1 The Committee year expires annually at the time of the AICPA annual meeting and a member's term ends on that date. 
However, the Committee year and a member's term will be extended solely for the purpose of completing the written 
balloting procedures on a specific document(s) provided that the document does not need to be placed on a meeting 
agenda beyond the Committee year, and the written balloting procedures are completed within 90 days after the 
Committee year.

PUBLICATIONS

Advisory Statements

The Committee issues advisory statements on PFP practice, known as Statements on Responsibilities in 
Personal Financial Planning Practice (SRPFPs), to provide guidance to AICPA members on what constitutes 
good practice in PFP. These statements, however, are advisory in nature and not binding on AICPA 
members. The authority of the advisory statements is set forth in the forepart of each statement. The 
Committee is authorized to make such statements under its general authority to speak for the Institute on this 
area of practice.

The ordinary procedures for preparing and issuing an advisory statement on personal financial planning 
practice are summarized as follows:

• Suggestion of a topic by a division component, a member of a division component, other AICPA 
components, the staff, or members of the public

• Approval of the topic by the Committee

• Preparation and approval by the designated subcommittee or task force of a draft statement and 
submission of the draft to the Committee for review and approval

• Discussion of the draft by the Committee in an open meeting concluding with approval to issue an 
exposure draft of a proposed statement or a decision to ask the subcommittee to revise the draft and 
resubmit it for approval after further review

• Clearance by the Federal Taxation Executive Committee prior to exposure (see exhibit G-1) of topics 
considered to contain tax aspects

• Review by legal counsel

• Distribution of an exposure draft for comment to (a) PFP section members, (b) AICPA Council 
members, (c) Technical Committee chairs, (d) state societies (presidents, executive directors, PFP 
Committee chairs), (e) AICPA legal counsel, and (f) persons who have requested copies. The period 
for public comment will normally be 90 days, but may be for a longer or shorter period as determined 
by the Committee
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• Preparation and approval by the subcommittee or task force of a revised draft based on a review of 
the comment letters

• Discussion by the Committee of the comment letters and revised draft in an open meeting concluding 
with approval to prepare a ballot draft or a decision to refer the draft back to the subcommittee for 
further revisions

• Balloting by the members of the Committee for approval to publish the final statement

• Publication of the final statement for distribution to section members and for sale to others. The 
issuance of the final statement will be reported in The CPA Letter, the Journal of Accountancy, and 
the Planner

Practice Aids

The division issues practice aids designed to provide practitioners with information on the conduct of various 
kinds of personal financial planning services or with technical information useful in performing such 
services. Practice aids are reference materials that provide guidance. They are prepared under the 
supervision of a subcommittee or a task force and are submitted to selected committee members for review 
and approved for publication by the director, personal financial planning. Such approval may be withheld 
if a practice aid is determined to be in conflict with existing standards or for other substantive reasons.

The ordinary procedures for preparing a practice aid are summarized as follows:

• Suggestions of a topic for a practice aid by a division component, a member of a section component, 
other AICPA components, the staff, or members of the public

• Consideration of the suggested topic by the Committee, and if approved, assignment of the topic by 
the chair to a subcommittee or task force to supervise the preparation of a practice aid

• Preparation of an outline for the practice aid by the assigned component and approval by the 
Committee

• Preparation by the assigned component, with the assistance of staff, of a draft of the practice aid

• Review and approval of the draft by selected committee members. The draft may be discussed in a 
meeting of the Committee and approved for publication by the director.

• Review by legal counsel if appropriate

• Publication of the practice aid for distribution to members of the section and for sale to others

Practice aids contain a notice to readers stating that they are designed as educational and reference materials 
for AICPA members and others interested in the subject, that they are not intended to establish standards, 
and that they are not binding on AICPA members.

Personal Financial Planning Practice Handbook

The annual Personal Financial Planning Practice Handbook provides nonauthoritative guidance. It includes 
practice aids such as sample engagement letters, client questionnaires, checklists, and reports. It contains 
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other materials that provide alternative approaches to deal with a practice problem from which practitioners 
can select and modify, if necessary, to meet their needs. Annual updates are issued to expand and modify 
the publication. The Handbook is distributed to PFP section members and is available for purchase by 
others.

The procedures for preparing updates to the Handbook are as follows:

1. An outline of a proposed addition or modification is submitted to the Committee for review and 
approval.

2. AICPA staff supervises the preparation of the update from information obtained from section 
members or from other sources.

3. The draft of the update is submitted for approval to the director, who is responsible for publishing 
the Handbook.

Special Reports

The Committee may periodically issue special reports to provide information on topics of interest to its 
members and others concerned with personal financial planning. The ordinary procedures for preparing 
special reports are summarized as follows:

• The Committee may designate a section component, a staff member, or an outside organization or 
individual to prepare a special report on a particular topic.

• The publication of a special report, or the submission of such a report to another body, requires the 
approval of a majority of the members of the Committee and the approval of the director.

Comment Letters

The Committee prepares letters of comment on proposals relating to personal financial planning by groups 
outside of the AICPA, such as the Securities and Exchange Commission, other government agencies, and 
other organizations concerned with personal financial planning. Such letters may be prepared by the 
Committee, or by a subcommittee or a task force designated by the Committee. Letters of comment present 
the views of the Committee, are approved by the Committee and the director, and are signed by the chair of 
the Committee. In accordance with the memorandum incorporated in these procedures by exhibit G-1, 
communications by the Committee with Congressional committees and subcommittees or government 
agencies are reviewed and approved by the AICPA Government Affairs Committee prior to submission.
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EXHIBIT G-l

MEMORANDUM CONCERNING THE RELATIONSHIP OF THE FEDERAL TAXATION 
EXECUTIVE COMMITTEE AND THE GOVERNMENT AFFAIRS COMMITTEE TO THE 

PERSONAL FINANCIAL PLANNING EXECUTIVE COMMITTEE

The Federal Taxation Executive Committee is the senior technical committee of the AICPA designated to 
represent the Institute on tax matters before any committee of Congress, other government bodies, and the 
public. With respect to all other senior technical committees, it has exclusive responsibility for technical 
tax and tax policy issues within the Institute. This includes, but is not limited to, development of and/or 
comments on tax policy matters; technical review and comments on rulings, regulations and legislation; tax 
administration matters; issuance of tax policy statements; statements of responsibilities in tax practice; and 
guidance on the practice of tax by CPAs.

The Personal Financial Planning Executive Committee has responsibility to provide guidance on the practice 
of personal financial planning by CPAs. Personal financial planning involves analysis of financial condition, 
cash flow planning, income tax planning, risk management, investment planning, retirement planning, 
education funding, and estate planning.

The Government Affairs Committee has the authority and responsibility to review and approve all testimony 
intended for Congressional committees or subcommittees and all technical matters when those matters 
involve Congress or government agencies, unless the President or the Special Assistant to the Chair 
determine such clearance is not appropriate or necessary.

The Federal Taxation Executive Committee shall have the authority to review and approve the tax aspects 
of any pronouncements, publications, or guidance by the Personal Financial Planning Executive Committee 
prior to the exposure of those statements to the membership or the public.

A liaison committee shall be established that consists of three members of each executive committee with 
staff from each division. This liaison committee is expected to meet at least semi-annually. If official 
positions, pronouncements, or publications developed by the Personal Financial Planning Executive 
Committee or Federal Taxation Executive Committee involve policy or technical issues which potentially 
overlap the authority of the other executive committee, the liaison committee shall seek to resolve any such 
conflicts, with such resolution reported to the two executive committees. Unresolved issues will be referred 
to the Board of Directors. One member from each executive committee will be designated to serve as 
co-chair of the liaison committee.

The respective executive committee chairs and the appropriate staff members will be included in the 
distribution lists by both divisions. Consideration will be given to a liaison relationship between relevant 
subcommittees of the two divisions.





PERSONAL FINANCIAL PLANNING DIVISION ADMINISTRATION G-11

EXHIBIT G-2

AICPA PERSONAL FINANCIAL PLANNING EXECUTIVE COMMITTEE 
1996-1997

COMMITTEE OBJECTIVE

To plan, initiate, supervise and coordinate projects, programs and activities of the PFP Division. The 
Committee assists in developing public statements made by the AICPA in the area of personal financial 
planning and develops advisory statements of practice in personal financial planning.

COMMITTEE MEMBERS

William J. Goldberg, Chair . . . KPMG Peat Marwick, LLP, 700 Louisiana, 3000 NCNB Center, 27th 
Floor, P.O. Box 4545, Houston, TX 77210-4545 713-224-4262

Paul V. Breazale . . . Breazale, Saunders & O’Neil, Ltd., P.O. Box 80, Jackson, MS 39205-0080 
601-969-7440

Connie A. Brezik . . . McGladrey & Pullen, LLP, Anchor Center III, 2231 East Camelback Road, Suite 
315, Phoenix, AZ 85016-3490 602-912-4129

Mitchell Freedman . . . Mitchell Freedman, AC, 15260 Ventura Blvd., #940, Sherman Oaks, 
CA 91403-5344 818-905-0321

Beth C. Gamel . . . Tax & Financial Advisors, 80 Hayden Avenue, Lexington, MA 02173-7962
617-863-2200

Richard A. Helfand . . . Arthur Andersen, LLP, 69 West Washington Street, Chicago, IL 60602-3094 
312-507-7165

David A. Hendelberg . . . Jones and Kolb, 10 Piedmont Center, Suite 100, Atlanta, GA 30305-9809 
404-262-7920

David N. Kahn . . . Goldstein, Golub, Kessler & Company, PC, 1185 Avenue of the Americas, 
New York, NY 10036-2602 212-372-1000

Steven I. Levey . . . Gelfond, Hochstadt, Pangburn & Co., 1600 Broadway, Suite 2500, Denver, 
CO 80202-4925 303-831-5014

James K. Mitchell . . . Ernst & Young, 787 Seventh Avenue, New York, NY 10019-6018 
212-773-6120

Eric Norberg . . . Mason Associates, 620 Herndon Parkway, Suite 360, Herndon, VA 20170-5400 
703-478-0026

STAFF AIDE

Phyllis J. Bernstein, Director, AICPA Personal Financial Planning, 1211 Avenue of the Americas, 
New York, NY 10036-8775 212-596-6058
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APPENDIX H

PERSONAL FINANCIAL SPECIALIST ACCREDITATION PROGRAM

INTRODUCTION

The AICPA has established an accreditation designation program for CPAs who specialize in personal 
financial planning (PFP). The Personal Financial Specialist (PFS) accreditation is granted exclusively to 
CPAs with considerable PFP experience who want to demonstrate their knowledge, skill and experience by 
earning the credential. It is the first accreditation established by the AICPA and is administered by the PFP 
Division.

This section of the Handbook provides information on the PFS designation program, and on registering for 
and taking the examination.

THE NEED FOR SPECIALIZATION

A number of factors have generated a need for specialization in the accounting profession, including a 
rapidly changing business environment, advancements in computer technology, increasingly complex 
accounting and auditing standards, new tax laws and government regulations, and increased public 
expectations. Although CPAs already specialize in various areas of accounting, auditing, taxation, and 
consulting services, it is important to evaluate and accredit members who practice as specialists in the 
functional fields of public accounting.

Why the PFS Designation

There are several reasons why it is important for CPAs who provide PFP services to consider obtaining the 
PFS designation. These include —

• Protecting the public by assuring the competency of PFP service providers.
• Improving PFP skills and expertise, resulting in increased professional competency.
• Enhancing the image of CPAs as competent, trustworthy financial advisers.
• Keeping up-to-date in a profession currently experiencing information overload.
• Facilitating client referrals among practitioners.
• Creating the opportunity for smaller firms to become more competitive in specialty areas of practice.
• Encouraging closer ties within the profession as members with similar interests are brought together.
• Improving communication between the accounting profession and the public.
• Developing uniform standards to be used in evaluating claimed expertise.

Benefits of Having the PFS Designation

The PFS designation distinguishes CPAs who specialize in PFP. The addition of the PFS credential displays 
a higher level of skills and knowledge, enhancing your marketing efforts. To support your efforts, you 
receive a number of benefits, described below:

Exclusive PFS List. Your name and telephone number is included in a geographic listing supplied to 
potential clients who call the AICPA for the names of CPA financial planners. National publicity of the PFS 
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designation results in daily requests from all across the country. This list is also accessible on CompuServe's 
Accountants Forum.

Practice Building Benefits. You have the opportunity to develop technical skills with the following:

• A complimentary subscription to Planner, the bimonthly newsletter highlighting relevant PFP issues, 
trends and developments.

• Discounted registration to the annual PFP Technical Conference where you can attend advanced 
CPE courses and network with leaders in financial planning.

• Opportunities to enhance marketing and selling skills, including special sessions at the annual PFP 
Technical Conference.

Promotional Materials. Once you obtain the PFS designation, you receive marketing support, such as:

• A marketing and media kit, including specific tangible tools to help you attract clients. The kit 
includes camera-ready advertisements, a radio script, yellow page advertisements, a speech and a 
press release, sample client letters, and advice on using the media to promote your practice.

• A unique, high-impact logo developed for the exclusive use of PFS practitioners.
• A six-page brochure explaining to clients the value of the PFS designation. You can imprint your 

firm's name on the back panel. The first 25 copies are free.
• A distinctive certificate and pin to identify you as a CPA•PFS.

Public Awareness Program. The AICPA's ongoing media relations campaign heightens the awareness of 
PFS among consumers, the financial community, and the press. The designation has been featured in such 
publications as Wall Street Journal, Fortune, Inc., and Kiplinger's Personal Finance Magazine, and in 
regional newspapers through syndication.

Special Recognition at the PFP Technical Conference. You can network at a special event during the 
annual AICPA PFP Technical Conference. In addition, the three top scorers for each PFS exam are honored 
at the conference luncheon.

INITIAL ACCREDITATION REQUIREMENTS

To qualify for the PFS designation, you must—

1. Be a member in good standing of the AICPA.

2. Hold a valid and unrevoked CPA certificate issued by a legally constituted state authority.

3. Have at least 250 hours of experience per year in personal financial planning activities for the three 
years immediately preceding the application. This experience must include —

• Personal financial planning process
• Personal income-tax planning
• Risk-management planning
• Investment planning
• Retirement planning
• Estate planning
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4. Agree to comply with all the requirements for reaccreditation.

5. Pass the PFS Examination.

6. Submit six references to substantiate working experience in personal financial planning.

The first four requirements must be met at the time you register to sit for the examination. References are 
required only after you have been notified of successful completion of the examination. You then have six 
months to submit these references, after which time your examination score will be invalidated. You will 
then have to retake and pass the examination to become accredited as a Personal Financial Specialist.

THE PFP EXPERIENCE REQUIREMENT: WHAT COUNTS?

PFS candidates must have at least 250 hours of experience in PFP activities in each of the three years 
preceding the initial application. Candidates for reaccreditation must have at least 750 hours of PFP 
experience over the three years preceding their reaccreditation. The following summary, which highlights 
some of the PFP services provided by CPA financial planners, provides examples of activities that may 
qualify as PFP experience.

• Personal financial planning process
Helping clients to establish their financial goals; identifying the constraints within which these goals 
might be achieved (personal circumstances and preferences, financial considerations, etc.); 
organizing and analyzing data; reviewing income and spending patterns and developing cash flow 
management and budgeting recommendations; performing time value of money calculations for 
decisions such as refinancing a home or buying versus leasing a vehicle.

• Personal income tax planning
Advising clients regarding the federal and state income tax consequences of their financial 
decisions, including matters such as timing income and deductions; making charitable 
contributions; utilizing net operating losses, capital losses, or passive activity losses; establishing 
and maintaining employee fringe benefit plans; taking retirement plan distributions; and 
bankruptcy. Helping clients split income among family members through the use of family 
partnerships, employment arrangements, gifts and trusts, installment sales, etc. Advising clients 
on the issues related to personal decisions such as marriage or divorce (property settlements, 
retirement plan asset division, alimony and child support).

• Risk management planning
Analyzing clients' exposure to risk and reviewing with them methods for managing risk; reviewing 
the adequacy of existing insurance coverage or self-insurance funds; advising clients on various 
types of life insurance and its uses (education funding, charitable giving, buy-sell funding, etc.); 
helping clients to minimize their financial risks from disability, illness, property damage, and 
personal and professional liability; planning for long term health care for clients and their families; 
reviewing proposed policies to ensure clients' needs are satisfied; reviewing with clients the income 
and estate tax aspects of their insurance coverage.
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• Investment planning
Reviewing with clients their investment preferences and risk tolerance and helping them to develop 
investment strategies based on these considerations and their goals; discussing available investment 
options with clients; monitoring the performance of invested assets; developing asset allocation 
recommendations; recommending investments or helping clients build portfolios (consider 
registration requirements); managing client assets.

• Retirement planning
Helping clients develop or refine retirement planning goals (timing, relocation, second careers or 
other activities, etc.); determining cash requirements to realize those goals; calculating savings 
needed to meet retirement cash requirements and analyzing available retirement plans; reviewing 
with clients the limits on and tax consequences of contributions to or distributions from retirement 
plans; helping to establish retirement plans; planning for retirement plan withdrawals; assisting 
clients to maximize their social security benefits; planning for the post-retirement succession of a 
closely held business.

• Estate planning
Helping clients develop or refine their financial and personal estate planning goals; estimating 
liabilities for federal estate tax, state death taxes and other obligations and determining cash needs 
at death; developing recommendations to meet the financial obligations of death; reviewing with 
clients the tax and probate considerations of various forms of property ownership and making 
recommendations on the titling of assets; developing strategies for minimizing estate and death 
taxes and achieving the client’s other estate planning goals; recommending or reviewing various 
instruments (wills, powers of attorney, trusts, etc.) for use in achieving goals; planning for the post
mortem succession of a closely held business (buy-sell agreements, estate freeze techniques, 
valuation issues, etc.).

Although you must have some experience in each of these planning areas, there is no specific or minimum 
amount of time required for any one area. Experience may consist of oral or written advice and segmented 
or comprehensive planning.

THE PFS EXAMINATION

Examination Sites and Dates

The PFS examination is offered semiannually, typically on the first or second Friday in June and November, 
at over 250 sites nationwide. Exact site locations are provided upon acceptance of your registration. The 
following exam dates and registration deadlines have been established for 1996 and 1997:

Examination Date Registration Deadline
May 23, 1997
October 10, 1997

June 20, 1997 
November 7, 1997
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Examination Content

The PFS examination tests a comprehensive range of PFP topics. The subject matter is summarized in the 
PFS Examination Content Specification Outline included in exhibit A. The examination is prepared under 
tight security by the AICPA PFS Examination Subcommittee, the members of which review the questions 
for technical accuracy, relevance to practice as a PFS, compliance with the PFS Examination Content 
Specification Outline, and appropriate range and level of skills and knowledge needed to practice as a PFS. 
The PFS Examination is a nondisclosed examination; the answers to the examination are not published.

The following paragraphs describe the types of questions encountered on a PFS examination.

Multiple-Choice Questions. A multiple-choice question consists of a stem that includes factual data, or 
describes a situation, and four options — the answer and three incorrect choices. The following illustrates 
a multiple-choice question:

Which of the following areas included in the PFS Examination is weighted at 20 percent?

■ a. Personal financial planning process
□ b. Personal income-tax planning
□ c. Risk-management planning
□ d. Investment planning

You are not penalized for incorrect responses on multiple-choice questions. Therefore, you are likely to get 
a higher score if you answer all questions, even if you are uncertain of the answer.

Objective-Format Other-Than-Multiple-Choice Questions. The objective-format other-than-multiple- 
choice questions present a factual setting to which you apply your knowledge of planning techniques. The 
answers to the questions, however, are in objective formats. An answer may be selected once, more than 
once, or not at all. The following illustrates one of the formats that will be used:

First Computer Screen (Left)
The PFS Content Specification specifies 
the scope of the examination and the 
weight that each of the following areas 
will be given. For each of the following 
areas, you are to select the weight given 
to that area.

A weight may be selected once, more 
than once, or not at all.

First Computer Screen (Right)
Professional Responsibilities

Weight:
■ A. 5%
□ B. 10%
□ C. 15%
□ D. 20%
□ E. 25%
□ F. 30%
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Case Study Question. The case study presents a factual setting to which you are asked to apply your 
knowledge of planning techniques to a series of questions. You will be expected to exercise professional 
judgment while exploring alternatives, which includes identifying the significant planning issues, assisting 
in setting goals, discussing alternative courses of action, and developing a plan of action.

To familiarize yourself with the general style of PFS examination questions, exhibit B features illustrative 
examples of multiple-choice questions, objective-format other-than-multiple-choice questions, and a case 
study question.

Examination Format

The PFS Examination is computer-based and consists of two separate parts:

• Part I is scheduled for three hours and consists of multiple-choice questions (50 percent of grade)
• Part II is scheduled for three hours and consists of objective-format other-than-multiple-choice, 

questions (25 percent of grade) and a planning case study (25 percent of grade)

Before starting Part I, you will be presented with a short, self-paced tutorial to help you learn how to use the 
computer for testing. After beginning the Part I testing session, you may review any question in Part I at any 
time until you exit Part I or time has expired. After that time, you cannot go back and review those questions 
again.

There is a mandatory one hour lunch break between Part I and Part II. When you return from the break, the 
test center administrator will provide you with a printed copy of the planning case study. You will then be 

Second Computer Screen (Left)
The PFS Content Specification specifies 
the scope of the examination and the 
weight that each of the following areas 
will be given. For each of the following 
areas, you are to select the weight given 
to that area.

A weight may be selected once, more 
than once, or not at all.

Second Computer Screen (Right)
Personal Financial Planning Process

Weight:
□ A. 5%
□ B. 10%
□ C. 15%
■ D. 20%
□ E. 25%
□ F. 30%

Third Computer Screen (Left)
The PFS Content Specification specifies 
the scope of the examination and the 
weight that each of the following areas 
will be given. For each of the following 
areas, you are to select the weight given 
to that area.

A weight may be selected once, more 
than once, or not at all.

Third Computer Screen (Right)
Personal Income Tax Planning Process

Weight:
□ A. 5%
□ B. 10%
■ C. 15%
□ D. 20%
□ E. 25%
□ F. 30%
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presented with a second tutorial to learn how to answer the case study questions on the computer. After you 
have had time to practice, you may choose to answer these questions either on the computer or on paper. If 
you choose to answer on paper, the administrator will provide an essay booklet. Once you decide how to 
compose your answers — on the computer or on paper — you cannot change your mind during the test.

After you have made your selection, you will begin Part II of the examination. The objective-format other- 
than-multiple-choice questions are presented first, followed by the planning case study. The planning case 
study will be presented on computer and in printed form. The questions to the planning case will be 
presented only on the computer. Even if you chose to answer your questions on paper, you must still use the 
computer to view the questions. You may review any of the objective-format other-than-multiple-choice 
questions or the planning case questions at any time during Part II. Once you exit Part II, or time has expired, 
you cannot go back and review those questions again.

A clock will display time remaining in the upper left-hand comer of the computer screen. If at any time 
during the examination you encounter a problem with your computer, need more scratch paper, or need any 
other assistance, notify the administrator immediately by raising your hand.

There is no penalty for incorrect answers; therefore, it is to your advantage to attempt all questions even if 
you are uncertain of the answer.

Preparing for the PFS Examination

As you start to prepare for the PFS examination, review the PFS Examination Content Specification Outline 
(exhibit A). The outline specifies the scope of the examination and the weight that each area will be given. 
Once you identify areas requiring additional study, you can prepare through self-directed readings or by 
completing a program specifically designed to prepare candidates for the PFS exam.

The key to passing the examination is your broad working experience in financial planning. For that reason, 
the 750-hour experience requirement is a prerequisite to sitting for the examination. It is through experience 
that candidates apply their knowledge, as well as gain new knowledge about personal financial planning. 
Candidates may need to study those planning areas in which they have less experience. Past PFS candidates 
who passed the examination used the content specification outline to become familiar with the topics that 
the examination covered and to identify the areas of weakness that need further study.

You must individually determine the level of preparation necessary to successfully complete the 
examination. The following are examples of reference materials used:

• The AICPA's PFP Practice Handbook and PFP Library Series
• Practitioners’ Publishing Company's Guide to Personal Financial Planning
• Bureau of National Affairs' Tax Management Financial Planning
• Commerce Clearing House's Financial and Estate Planning
• Materials used in the AICPA Certificate of Educational Achievement Personal Financial Planning 

Process Program (CEA PFPPP)
• National Underwriter's Tools and Techniques of Financial Planning and Tools and Techniques of 

Estate Planning
• The American College's Financial Services Professional's Guide to the State of the Art
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Professional journals and newsletters, including the AICPA's bi-monthly newsletter Planner, are also good 
sources for techniques that financial planners are currently using to service their clients. New publications 
are produced frequently and should be considered when available.

Training Programs. The following courses of study may help to prepare candidates for the PFS 
examination:

• LINC Society of CPA Financial Planners PFS Review Course. This course is typically offered 
on the weekend preceding each PFS exam. For information contact Lorraine Webb at 615-242- 
7351.

• PFS Review Self Study Course. For information contact Terry Stock at 513-651-2542.
• AICPA Personal Financial Planning Process Certificate of Educational Achievement. The 

PFPP CEA program is neither a prerequisite nor intended as a preparatory course of study for the 
PFS examination, but does cover many of the exam topics. For more information call the AICPA 
Professional Development Support Services at 201-938-3529.

Examination Registration Procedures

The PFS application and examination process is administered by The Chauncey Group International, a 
subsidiary of Educational Testing Services (ETS). CPAs who are AICPA members and meet the PFP 
experience requirements can register for the examination and become a PFS candidate by calling the Sylvan 
National Testing Service Group at 1-800-864-8080. Registration is available only through this telephone 
number; there is no application to complete.

When you call to register for the PFS examination, you must provide the Sylvan representative with the 
following information:

• Name and address
• Home and office telephone numbers
• Social Security Number
• Date of birth
• AICPA membership number
• Visa or MasterCard number and expiration date (The examination fee is $300. Only Visa and 

MasterCard are accepted for payment).

The Sylvan representative will confirm the choice of an examination site. You may choose from more than 
250 national testing centers. At the examination, you will sign a statement of intent to comply with all PFS 
reaccreditation requirements.

Payment. Payment is by Visa or MasterCard only. Your credit card account will be charged on the day of 
the examination. Your credit card statement will be the only receipt furnished as proof of payment. Please 
note that if you fail to arrive for your appointment or cancel without giving the required notice, your credit 
card will be charged for the full amount of the examination fee.

Appointment Cancellations. You may cancel your appointment up to 48 hours before the exam day by 
calling the Sylvan National Registration Center at 1-800-864-8080. Do not call the test site to cancel your 
appointment. If you fail to arrive for your appointment or cancel without giving the required notice, you 
will forfeit the examination fee.
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Examination Procedures

Reporting to the Test Center. You should arrive at the test center at least 30 minutes before the scheduled 
appointment to allow time for check-in. When you arrive at the test center, report to the center administrator. 
Waiting areas at the test center are small. Friends and relatives who accompany you to the test center will 
not be permitted to wait in the test center or contact you while you are taking the examination.

Personal Identification. You must present two forms of identification. Both pieces of identification must 
be signed and one must bear your recent photograph. At least one of your forms of identification must be 
from the list of primary forms of identification. You should keep your two forms of identification with you 
at all times. You will not be admitted to the examination and you will forfeit your examination fee if you fail 
to present proper identification.

The following are examples of acceptable forms of primary identification (must include both your 
signature and photograph) are:

• Driver's license
• Employee ID card
• State/province ID card
• Passport
• You may also affix a recent photo of yourself on a blank piece of paper. You must sign the paper 

and have it notarized, with the notary seal overlapping the photo.

Examples of acceptable forms of secondary identification (that must include your signature) are:

• Military identification card
• Citizenship card
• Driver's license without a photo
• U.S. Social Security card
• Canadian Social Insurance card
• Valid credit card with signature
• Bank automated teller machine (ATM) card

Examination Security. The following are additional security measures that will be taken at the test center:

• You will be required to sign the center log sheet each time you enter and leave the testing area.
• You will be required to read and sign the following:

• Statement of Intent, declaring your intention to comply with the triennial PFS reaccreditation 
requirements. A sample of the Statement of Intent is included in section D of exhibit D.

• PFS Confidentiality Statement, by which you agree not to disclose the contents of the PFS 
examination.

• You will be photographed as part of the check-in procedure.
• You will be observed at all times while taking the examination. This observation may include direct 

observation by test center staff, as well as video and audio recording of your examination session.
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Breaks. A mandatory one hour break is scheduled between Part I and Part II. If you must leave the room 
during the examination, raise your hand to notify the administrator. Timing will not stop during such 
unscheduled breaks. You will be required to show the administrator your identification to be readmitted to 
the testing room.

Personal Items/Reference Materials. You will be required to leave your personal belongings outside the 
testing room. Most test centers provide small lockers for storage of personal possessions. Do not bring 
attaches or brief cases into the center as they may not fit into the storage lockers. You may not bring books 
or papers of any kind into the examination room. Scratch paper and pencils are provided by the test center. 
Rulers, slide rules, and calculators are prohibited. An on-line calculator is included in the computer software. 
You may not eat, drink, or use tobacco during the examination.

Misconduct. If you engage in misconduct and fail to heed the administrator's warning to discontinue the 
offensive behavior, you may be dismissed from the test center. Misconduct includes:

• Giving or receiving assistance of any kind
• Using any prohibited aids
• Attempting to take the examination for someone else
• Failing to follow testing regulations or the instructions of the test administrator
• Creating a disturbance of any kind
• Removing or attempting to remove examination questions and/or responses (in any format) or notes 

about the examination from the testing room
• Tampering with the operation of the computer or attempting to use it for any function other than 

taking the examination
• Removing or attempting to remove scratch paper from the test center

Exit Survey. At the conclusion of the examination, you will be asked to complete a brief survey which will 
provide information to help improve the testing process.

Examination Tips

Knowledge of the subject matter is essential for success on the examination. However, the following are 
some examination taking techniques that may improve your performance.

• Be punctual. Plan to arrive at the examination room well in advance of the starting time. Allow 
time for any unforeseen delays.

• To maintain uniform examination conditions, mechanical and electronic aids, computers, 
rulers, slide rules, and calculators are prohibited. An on-line calculator is included in the 
computer software and can be accessed on the computer screen for each question. Do not bring any 
paper or printed material to the examination workstation. Scrap paper and pencils will be provided.

• Budget your time. A schedule of the points for each section appears on the computer and can be 
accessed at any time during the test. These points should be used as a guide in budgeting the time 
to spend on each question.

• Answer all multiple-choice and objective-format other-than-multiple-choice questions. All 
multiple choice questions and objective-format other-than-multiple-choice questions should be 
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answered because there is no penalty for incorrect answers, and grades are based solely on the total 
number of correct answers. Because these questions are computer-graded, no consideration is given 
to comments and calculations pertaining to them. Therefore, comments and calculations should not 
be submitted.

• Read the case-study question. Carefully read the entire case-study question to get a general idea 
of the subject matter being tested, and then reread the question and underscore the pertinent facts 
and data. Some candidates approach a case-study question by reading the requirements first and 
then reading the situation for the information it contains. This procedure may enable candidates to 
identify the data more rapidly and to classify the information for pertinence.

• Respond to the question. The PFS Examination case-study question is intended to be 
straightforward. Assumptions rarely are necessary. However, when a candidate feels that an 
assumption must be made, the assumption for the case-study question should be stated, together 
with the reasons for it. An example of when an assumption must be made is when the answer to the 
estate-planning portion of a case-study question would be different in the cases of common-law and 
community-property states.

Answers should respond directly to the specific question asked and not be broad expositions on the 
subject of the case-study question. Do not identify the general subject matter and then state 
everything known about the subject without regard to the specific question. Answers should not 
contain contradictions within themselves. In some cases, when a discussion of both sides of a 
question is required, make it clear that differing views or opposing arguments are presented.

Use examples freely to illustrate the statements made, but be certain that the examples provide 
logical support or present reasonable applications. Providing well-chosen examples often is a short 
and easy way of expressing an idea or supporting a conclusion. On the other hand, inapplicable 
examples can cast doubt on the candidate's comprehension of the subject matter.

• Select the efficient approach. Selecting an inefficient — though not necessarily incorrect — 
approach to a question can waste precious time. Before typing or writing the answer, devote some 
time to determine what approach will be used, and then to think through the answer to its 
conclusion. This is a logical use of time that will ensure maximum credit for both knowledge of the 
subject matter and professional skill in recognizing and completing the significant part of the 
answer first.

If it appears that there is not enough time to complete a question, work until the last few minutes 
of the time budgeted for the question, and then state briefly how the answer should be completed. 
Remember, however, that resorting to explanations rather than completing the answers for a number 
of questions would probably lead to the conclusion that the candidate was not fully prepared.

• Organize answers. After clearly understanding the requirements of the question and analyzing the 
data, organize answers so that they respond directly to the requirements. These questions are 
phrased carefully to elicit specific knowledge. Organizing answers carefully before beginning to 
type or write them in final form will save time, avoid false starts, and aid in producing a coherent 
answer.
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Each principal idea should be the subject of a separate paragraph. Follow the rules of good 
grammatical construction, and state the principal idea of the paragraph in the first sentence. 
Subsequent sentences should present subordinate or supporting concepts or illustrative examples. 
Generally, knowledge is best expressed by employing short paragraphs composed of short 
sentences. Moreover, short paragraphs, each limited to one principal idea, can better emphasize the 
main points in the answer.

• Prepare adequate, concise answers. Answer the question completely. Comprehensive answers 
using proper language need not be lengthy. However, guard against the extremely brief answer that 
is likely to omit important points. Quality and quantity of ideas are desired, not quantity of words. 
Do not repeat the question; this wastes valuable time.

• Be specific. Be specific so that there can be no doubt about the meaning or reasoning set forth in 
the answer. The grader cannot make any assumptions about the candidate's knowledge.

• Support your answers. The reasons offered for conclusions may be as important as the conclusions 
themselves. Citing authorities, rather than giving the underlying reasons or supporting logic, is a 
common error.

• Write legibly. If you choose to handwrite your answers to the case study questions, your answers 
should be legible and neat in appearance. Extensive underscoring for emphasis of major points is 
unnecessary.

Turn in the package containing the scenario for the case-study question and your handwritten essay answer 
book if you chose to handwrite your responses. This is a secure examination. All examination materials must 
be turned in at the completion of the test.

Examination Grading and Test Results

The AICPA’s grading procedures are designed to ensure that all examinations are fairly and uniformly 
graded. Anonymity is preserved throughout the grading process. The only information available to the 
graders is the candidate numbers.

Grading keys are used for the case-study questions. The key lists the concepts tested by the case-study 
question and specifies under what conditions credit will be awarded. The grading key is simultaneously 
developed with the case-study question. The grading keys provide uniform standards to which the graders 
must adhere throughout the grading process. Candidates are not expected to compose perfect solutions under 
examination conditions and can receive full credit for a less-than-perfect solution.

The multiple-choice questions and the objective-format other-than-multiple-choice question are graded by 
computer, and candidates' explanations of their answers are not considered. Statistical controls are used for 
all questions.

A score of 75 has been set as the passing score for the examination. All examination papers that are close 
to the passing score after the first grading are regraded a second time. The results of the examination are 
mailed within four months of the examination.
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After Passing the Examination

After passing the examination, you must submit, within six months, six references to substantiate your PFP 
experience. Three references must be from clients and three from other professionals, including CPAs, with 
whom you have previously worked. Only one of the latter references can be from a CPA within your own 
firm. You should allow these references to complete the reference forms themselves rather than preparing 
completed forms and presenting them for signature. If a question about your references arises, the AICPA 
will contact you directly to resolve the issue.

After your references are reviewed and accepted, you will receive a PFS certificate and pin, and will be 
eligible to use the PFS accreditation in compliance with the rules of the state in which you practice. Your 
state society also will be notified that you have been designated as a Personal Financial Specialist.

If you fail to submit your references within the six-month period your examination score will be invalidated 
and you will have to retake and pass the examination in order to obtain the PFS accreditation.

REACCREDITATION REQUIREMENTS

To maintain the PFS accreditation, you must pay an annual reaccreditation fee and recertify your 
accreditation every three years. To do so, he or she must —

1. Be a member in good standing of the AICPA.

2. Have a valid and unrevoked CPA certificate issued by a legally constituted state authority.

3. Have at least 750 hours of experience in personal financial planning over the preceding three years. 
Experience must be in each of the following areas:

• Personal financial planning process
• Personal income-tax planning
• Risk-management planning
• Investment planning
• Retirement planning
• Estate planning

4. Have taken at least seventy-two hours of financial planning courses in prescribed disciplines every 
three years. Self-study courses are limited to 33 1/3 percent of the total hours.

5. Submit a written statement of intent to continue to comply with all the requirements for 
reaccreditation.

6. Submit a completed internal practice review questionnaire (IPRQ), as amended from time to time. 
The questionnaire asks the PFS practitioner to provide information to determine whether he or she 
has met the reaccreditation requirements. The PFS practitioner agrees to submit supporting data, 
including work papers, for external review of personal financial planning activities upon request. 
A Sample IPRQ is included at exhibit D.
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If reaccreditation requirements are not met, your accreditation ceases and all initial requirements, including 
examination, must again be met to regain accreditation. A waiver may be requested and will be granted if, 
in the sole judgment of the AICPA, there is justification because of extreme hardship or extraordinary 
circumstances.

FOR MORE INFORMATION

For more information about the PFS program contact the AICPA Personal Financial Planning Division by 
calling 1-800-862-4272, option #5, or writing AICPA, Personal Financial Planning Division, 1211 Avenue 
of the Americas, New York, NY 10036-8775.
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EXHIBIT A

PFS EXAMINATION CONTENT SPECIFICATION OUTLINE

I. Professional Responsibilities (5%)

A. Regulatory

1. Securities Act of 1933 and the
Securities Exchange Act of 1934

2. Investment Advisers Act of 1940
3. General concepts of state regulation

B. Professional standards — AICPA

1. Authoritative
a. Code of Professional Conduct
b. Statements on Standards for 

Accounting and Review Services 
(Statements 1-7)

c. Personal Financial Statements 
Guide

d. Guide for Prospective Financial 
Statements

e. Statement on Standards for 
Consulting Services

2. Nonauthoritative
a. Statements on Responsibilities in 

Tax Practice (Statements 1-8)
b. Statements on Responsibilities in 

Personal Financial Planning 
Practice (Statements 1-5)

II. Personal Financial Planning Process (20%)

A. The financial planner as a generalist

B. Elements of the process

1. Defining engagement objectives
2. Planning the engagement
3. Performing analyses to develop 

and support recommendations and 
planning decisions

4. Documenting the planning process
5. Reporting of recommendations and 

advice

6. Coordinating the implementation 
of the client's financial planning 
decisions

7. Monitoring the client's progress in 
achieving goals

8. Assisting the client to revise 
planning decisions

C. Time value of money calculations

D. Practice management, including 
engagement letters

E. Establishing financial objectives and 
identifying constraints

1. Qualitative issues
a. Client goals
b. Life cycle considerations
c. Client's personality, health and 

preferences
d. Time horizon
e. Other

2. Quantitative issues
a. Financial statement analysis
b. Cash flow planning and 

budgeting
c. Business considerations
d. Financial independence, 

including retirement
e. Current income and spending 

patterns
f. Other income or cash flow 

sources

III. Personal Income Tax Planning (15%)

A. Fundamental rules

1. Filing status
2. Dependency exemptions
3. Nontaxable and partially taxable 

income
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4. Deductible and nondeductible G. Divorce considerations
expenses

5. Tax credits 1. Property settlement rules
6. Other, such as taxation of social 2. Alimony, child support, and

security and children under property payments
fourteen 3. Dependency exemption

7. Alternative minimum tax 4. Retirement plan asset division

B. Income splitting H. Bankruptcy or insolvency

1. Incorporating
a. Subchapter C corporations

IV. Risk Management Planning (15%)

b. Subchapter S corporations
2. Interest-free loans

A. Methods of handling risk

3. Private annuities
4. Employing spouse or children and

B. Needs analysis

FICA taxes
5. Family partnerships
6. Installment sales to heirs
7. Gifts and trusts
8. Assignments of income rules

C. Life insurance

1. Types
2. Uses

a. Life insurance trust
b. Key man insurance

C. Employee fringe benefits planning c. Buy-sell agreement funding
d. Split-dollar arrangements

D. Retirement tax planning

1. Deferred compensation
2. Stock options
3. Qualified plans, including Keoghs 

and SEPs
4. IRAs

e. Minimum deposit issues
f. Charitable giving
g. Other, such as cash fund, 

education fund, and 
estate-clearance fund

3. Beneficiary designations

5. Distributions and rollovers D. Annuities

E. Charitable contributions

1. Limitations
2. Property donations
3. Charitable trusts

1. Immediate vs. deferred annuities
2. Flexible annuities
3. Rollovers, withdrawals, and 

distributions

4. Bargain sales to charities E. Disability insurance

F. Income and deduction timing

1. Capital gains and losses
2. Original issue discount
3. Net operating losses
4. Passive income and losses
5. Interest expense classification

1. Policy definitions
2. Exclusions
3. Waiting periods and duration of 

benefits
4. Partial disability benefits and 

qualification periods

6. Itemized deduction limitations F. Property and casualty insurance
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1. Homeowner's insurance
2. Automobile insurance
3. Other property insurance
4. Umbrella insurance

G. Health insurance

1. Basic, major medical, and 
comprehensive insurance

2. Medicare
3. Health maintenance organizations 

(HMOs) and preferred provider 
organizations (PPOs)

4. Long-term health care
5. Other types

H. Professional liability insurance

I. Interrelationship of business and 
personal risks

J. Tax implications of insurance

V. Investment planning (15%)

A. General considerations about clients

1. Risk tolerance
2. Liquidity
3. Cash flows to and from investment
4. Tax implications
5. Maturity
6. Diversification
7. Collateralization
8. Growth
9. Need for income
10. Marital and family status
11. Life cycle
12. Time horizon
13. Monitoring

B. Investment considerations

1. Investment risks
a. Systematic risk
b. Unsystematic risk
c. Quantifying risk and return

2. Investment preferences

a. Safety of principal
b. Growth
c. Cash flow (income)
d. Total return
e. Tax benefits

3. Asset allocation
a. Asset categories and mix
b. Economic considerations

4. Investment strategies
a. Diversification
b. Buy and hold
c. Dollar cost averaging
d. Market timing
e. Value averaging
f. Leveraging
g. Hedging
h. Index funds
i. Maturity selection

5. Forms of ownership
6. Tax implications

C. Record-keeping requirements

D. Cash and cash equivalents

1. Money market instruments
2. Passbook savings accounts
3. Certificates of deposit
4. Other

E. Fixed income

1. U.S. government securities
a. Treasury bills, notes, and bonds
b. Zero-coupon bonds
c. Other

2. Bonds
a. Municipal bonds
b. Corporate bonds
c. Bond funds
d. Zero-coupon bonds
e. Other, such as savings bonds 

and commercial paper
3. Mortgage-backed securities and 

REMICs

F. Equity investments
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1. Common stock
2. Preferred stock
3. Stock options
4. Commodity futures
5. Stock index futures
6. Foreign equities
7. Warrants
8. Convertible securities

G. Mutual funds

H. Real estate

1. Commercial real estate
2. Residential real estate
3. Real estate investment trusts

I. Other types of investments

1. Equipment leasing
2. Research and development
3. Energy
4. Limited partnerships and 

investment trusts
5. Insurance products
6. Others

a. Precious metals
b. Options
c. Futures
d. Collectibles and physical assets

VI. Retirement Planning (15%)

A. Determining cash needed

B. Retirement plans

1. Types
a. IRAs
b. Qualified plans
c. Nonqualified plans
d. Pension versus profit-sharing
e. Social security

2. Limits on contributions and 
benefits

3. Methods of distribution and their 
taxation

4. Qualified plan investments

5. Beneficiary designations
6. Plan loan provisions

C. Tax and economic considerations

1. Tax advantaged funding
2. Creating and protecting retirement 

assets
3. Identifying present asset base
4. Insurance, including supplemental 

medical coverage
5. State income and death taxes

D. Noneconomic considerations

1. Relocation
2. Second career, training
3. Activities
4. Life expectancy
5. Other

VII. Estate Planning (15%)

A. Property ownership and asset titling

1. Split income property ownership
2. Pros and cons of jointly held assets

B. Determining cash needed

1. Federal estate tax calculations
2. State death taxes
3. Other liquidity needs

C. Probate estate

1. Advantages
2. Disadvantages

D. Tools and techniques

1. Wills
2. Intestacy
3. Instruction letters
4. Gifts

a. Annual exclusion unified 
credits
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b. Present versus future interests
c. Generation-skipping tax
d. Gifts to dependents
e. Gifts to charities

5. Trusts
a. Intervivos and testamentary
b. Revocable and irrevocable
c. Charitable
d. Life insurance
e. QTIP
f. Qualified domestic

6. Life insurance
7. Marital deduction
8. Living wills and durable powers of 

attorney

9. Other, such as beneficiaries and 
alternatives

E. Disclaimers and responsibility to 
inform on a timely basis

F. Closely-held business issues

1. Valuation issues
2. Family succession planning
3. Active vs. nonactive owners
4. Equitable vs. equal distribution
5. Buy-sell agreements
6. Estate freeze techniques
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EXHIBIT B

ILLUSTRATIVE EXAMINATION QUESTIONS

Multiple-Choice Questions

Part I of the PFS Examination will consist of approximately 100 multiple-choice questions and will be worth 
100 points. Because Part I is 50 percent of the total grade for the PFS Examination, each of the following 
examples of a multiple-choice question would be 0.5 percent of the total grade for the PFS Examination.

1. Which of the following statement/statements regarding the performance of personal financial planning 
services by a CPA is/are correct?
I. Exercise due professional care in the performance of professional services.
II. Adequately plan and supervise the performance of professional services.

a. I only.
b. II only.
c. Both I and II.
d. Neither I nor II.

2. Barriers that make it difficult for a client to formulate personal financial plans include which of the 
following?
I. Psychological makeup of client.
II. Variety and complexity of client needs.

a. I only.
b. II only.
c. Both I and II.
d. Neither I nor II.

3. Which of the following statements concerning personal financial planning is correct?

a. It is a process that is limited to focusing on clients' quantitative circumstances.
b. It is a nonthreatening, nonstressful experience for clients to identify and prioritize their objectives.
c. It avoids involving clients in the decision-making process that affects their financial well-being.
d. It requires time spent in educating and counseling clients as to available courses of action.

4. Winston owns a home with a fair market value of $250,000. Winston's acquisition indebtedness is 
$190,000. What amount of new home equity indebtedness can Winston incur and have all of the home 
equity interest be deductible?

a. $ 60,000
b. $100,000
c. $187,000
d. $190,000
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5. Which of the following types of property used in a like-kind exchange will result in the deferral of 
long-term gains?
I. Business inventory.
II. Professional sports franchise.

a. I only.
b. II only.
c. Both I and II.
d. Neither I nor II.

6. A client has an unendorsed homeowners HO-3 policy and a personal auto insurance policy. Which of 
the following circumstances would cause you to recommend that the client consider modifying the 
insurance coverage?

a. The client's six-year-old child throws a stone through a neighbor's window.
b. The client purchases a thirty-foot sailboat.
c. The client's detached garage is damaged when a tree limb falls on the roof.
d. The client borrows your automobile to drive to the bank to cash a check.

7. A client is considering the purchase of a listed stock. The stock sells for $28 per share on an organized 
exchange but the client wants to place a buy order at $25. The client is placing a —

a. Limit order
b. Stop-loss order
c. Market order
d. Call order

8. Which of the following actions will minimize the possibility that the IRS will consider a controlling 
shareholder to be in constructive receipt of compensation under a deferred-compensation arrangement?

a. Use an independent plan trustee.
b. Provide for the forfeiture of benefits on termination prior to retirement.
c. Name the shareholder as annuitant if an annuity is used to fund the plan.
d. Name the shareholder as beneficiary if life insurance is used to fund the plan.

9. Which of the following statement/statements concerning the tax on excess distributions from a pension 
plan is/are correct?
I. Early withdrawals from individual retirement accounts (IRAs) may have the effect of minimizing 

the excess-distributions tax, since the period over which the distributions will be received is 
lengthened.

II. When applied to a lump-sum distribution from a pension plan, the excess-distributions tax is 
assessed against the total amount of the distribution.

a. I only
b. II only
c. Both I and II
d. Neither I nor II



PERSONAL FINANCIAL SPECIALIST ACCREDITATION PROGRAM H-23

10. A client desires to write a codicil that would establish a pour-over trust provision to the client's will. For 
this to be an effective planning procedure, the client must also —

a. Revoke all prior wills and have a new will prepared.
b. Have an inter-vivos trust in place prior to executing the codicil.
c. Use the same witnesses to the codicil as were used for the original will.
d. Obtain the written consent of beneficiaries of the current will.

The difficulty level of the preceding multiple-choice questions should not be construed to represent the 
difficulty level of the PFS Examination.

Objective-Format Other-Than-Multiple-Choice Question

In Part II of the PFS Examination, there will be several objective-format other-than-multiple-choice 
questions, which will be worth approximately 50 points. Since this portion of Part II is approximately 25 
percent of the total grade for the PFS Examination, the following example of an objective-format 
other-than-multiple-choice question, which is worth eight points, would be 4 percent of the total grade for 
the PFS Examination.

Items 21 through 30 are based on the following: An individual investor often uses several strategies to 
achieve his or her investment objectives. In many cases more than one investment instrument can be used 
to implement the strategy. Match each investment statement with one of the following investment strategies. 
A strategy may be selected once, more than once, or not at all.

Investment StrategiesInvestment Statements
21. Use modem portfolio theory to create a A. Diversification

portfolio consisting of 10 to 15 stocks. B. Buy and hold
22. An investment strategy that minimizes C. Dollar cost averaging

transactions costs. D. Market timing
23. A periodic investment strategy that makes no E. Value averaging

recommendations as to when portfolio F. Leveraging
restructuring should take place. G. Hedging

24. Identifying the current state of the H. Index Funds
economy/market and assessing the likelihood I. Maturity selection
of its continuing on its present course. J. Investing in a family of funds

25. Buying call options and warrants.
26. Investment portfolio designed to match that 

of the market.
27. Selecting bonds based on the shape of the 

yield curve.
28. Using margin in the purchase of securities.
29. Facilitates the strategy of asset allocation.
30. Buying stock market futures.

The difficulty level of the preceding illustrative questions and the number of questions derived from the 
example should not be construed to represent the difficulty level of the PFS Examination or the scope and 
number of questions that are developed from a factual setting.



H-24 PFP PRACTICE HANDBOOK

Case Study

In Part II of the PFS Examination, there will be a case study worth approximately 50 points. Because this 
portion of Part II is approximately 25 percent of the total grade for the PFS Examination, the following 
example of a case study, which is worth 50 points, would be 25 percent of the total grade for the PFS 
Examination. Using the 50 points as a guide in budgeting the time for a case study, a candidate should spend 
approximately one and one-half hours to answer this case study.

Each case study on the PFS Examination tests from the following areas of the Content Specification Outline: 
Personal Financial Planning Process; Personal Income Tax Planning; Risk Management Planning; 
Investment Planning; Retirement Planning; and Estate Planning.

Facts for the Sullivan Case

Chet Sullivan has just been offered an enticing job that he wants to accept. He has called you for advice on 
certain aspects of the job offer, his present situation, and future financial concerns.

Chet is 52 years old. He has successfully run his own business, ComCo, Inc., for the past 14 years. Chet's 
wife Sybil, age 49, is extremely active in their church and does considerable volunteer work for other 
charitable organizations. Their 26 year-old daughter, Sally, lives at home. She did not go to college, and 
works as a beautician. She has been talking with Chet lately about opening her own beauty shop.

Sybil's mother, age 79, still lives in the old homestead. However, because of the decline in interest rates her 
investments no longer provide an adequate income level. Therefore, Chet has been sending her about $500 
per month during the past two years. Sybil's mother has had some recent problems with arthritis. Because 
of this she is thinking of selling the house and moving into a small apartment or condominium. Chet thinks 
she should move into a nursing home. The cash from the sale of the house could be used for the entrance fee 
to a home.

Sybil's father passed away 15 years ago. In his will, he established a testamentary trust naming Sybil as 
beneficiary with a general power of appointment. The explicit purpose of the trust was to provide money to 
pay for Sally's education. He also gave directly to Sybil a pewter collection that was then valued at $60,000 
and a porcelain collection that was valued at $50,000.

Both of Chet's parents died 30 years ago in an automobile accident. Although they had never been considered 
wealthy, they did leave a sizeable inheritance to Chet. The value of the assets that Chet received has been 
depleted by events such as the purchase of their first home and the start-up costs for ComCo, Inc. When the 
stock market dropped in October 1987, Chet panicked somewhat and moved all remaining investment funds 
into Treasury notes and two bond mutual funds.

The Sullivans’ residence is an older home that sits on 2.2 acres in a desirable suburb. Although they have 
no intention of selling the home, they recently had a realtor appraise its market value, which was $350,000. 
The personal property, other than the pewter and porcelain, contained in the home is valued at about $80,000. 
The Sullivans have a homeowners form HO-3 with $250,000 on the dwelling. There are no special 
endorsements on this policy.

The Sullivans own two cars. However, if Chet accepts the new job, they expect to give Sally the older one 
to replace her eight-year old car that was a gift for her high school graduation. The Sullivans’ personal auto 
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policy includes all the usual coverage, but does not have any special modifying endorsements. Sally has her 
own auto insurance.

Chet has life insurance in the amount of $300,000, with Sybil as beneficiary. Sally has $25,000 with Chet 
as beneficiary. The Sullivans have group medical benefits that are provided through Chet's business. There 
is no disability income insurance.

Additional information about Chet and Sybil Sullivan's current financial situation is as follows:

Assets
Checking account $ 10,000
Savings account 40,000
Real estate 350,000
Personal property 80,000
Pewter 100,000
Porcelain 100,000
Autos 25,000
Life insurance CSV 75,000
Pension 125,000
Bond portfolio 150,000
Treasury notes 50,000
Trust account 110,000
Value of business 600,000

Liabilities
Credit card and other short-term debt $ 15,000

Chet is now president and sole owner of ComCo, Inc., a small firm that sets up systems for improving 
communications within businesses. Chet started the business with a capital infusion of $200,000 fourteen 
years ago. He currently owns all of the stock in the business which was just recently valued at $600,000. 
There are only seven employees at ComCo, with Perry Loman as the key person among this group. Perry 
has been with Chet for 12 years, is a very effective performer, and has always been well received by 
ComCo's clients. When Chet received the job offer he took Perry aside and asked if he would be interested 
in buying the firm. Perry is very excited about the prospect, but has indicated that he could come up with no 
more than $150,000 toward the purchase price of $600,000.

Prior to forming ComCo, Chet worked for a firm that is now called Integrated Communication Systems 
(ICS). George, who was general manager of ICS when Chet worked there, recently was elected its president. 
George and Chet have been close friends for many years, so it is no surprise that Chet has been offered the 
position of vice president and general manager at ICS. Chet shares with you the following list of benefits 
that are included in the employment package in addition to an annual salary of $120,000.

• Participation in the company employee benefit package that includes group term life in the amount 
of two-times annual salary, the selection of either a major medical insurance plan or an HMO, and 
immediate participation in the regular company pension plan

• Company furnished auto (a BMW) that Chet and his family could use for their personal purposes
• Nonqualified deferred compensation plan to augment the pension benefit
• Stock option plan
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Chet is anxious to accept the ICS offer, but feels he needs a little advice on parts of the offer package.

During your visit with Chet you have ascertained that he and Sybil have three objectives that should be 
considered.

1) They want to retire when Chet is 62 and have adequate income to maintain an active lifestyle that 
includes ample opportunity for travel.

2) They believe they have a commitment to assure that Sally has adequate financial support.
3) They want to make sure that Sybil's mother does not suffer financially during her remaining 

lifetime.

Questions on the Sullivan Case

The 50 points are allocated as follow.

Question Points

A-1 6
A-2 3
B-1 5
B-2 6
C-1 3
C-2 4
C-3 3
D 20

A. George has told Chet that there could perhaps be some modification in the employment package offered 
by ICS, if Chet comes up with alternative ideas. Chet asks for your advice on the nonqualified deferred 
compensation plan (NQDC) and the stock option plan.

1. The NQDC plan will pay Chet $50,000 per year for ten years beginning at age 62, if Chet will 
remain at ICS for ten years. There is a provision for the same payments to be made if Chet should 
die before reaching 62. ICS has proposed that a secular trust be established for the NQDC plan.

a) Briefly describe the features of a secular trust, including the federal income tax consequences 
to both the employee and the employer.

b) Given the requirements of the NQDC and the secular trust, how should the trust be funded? 
Explain why.

c) You state that Chet might want to consider a Rabbi trust rather than a secular trust. What is the 
advantage to Chet of using a Rabbi trust?

d) Are there any disadvantages to using a Rabbi trust rather than the secular trust that Chet should 
know about? Explain.

2. The stock option plan offered by ICS is an incentive stock option (ISO) plan that satisfies all 
requirements established by the Internal Revenue Code. Chet is confused by this option plan and 
asks you to explain a couple of things. Respond to Chet's questions.

a) How is the exercise price established for an ISO?
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b) What are the federal income tax consequences to Chet under an ISO, both now and in the 
future?

B. As with the job offer from ICS, Chet seeks your advice on the sale of his business and the disposition 
of the funds that would materialize as a result of the sale.

1. Perry has indicated a desire to purchase the business from Chet. The major obstacle is the lack of 
funding to complete the purchase. One technique that can be considered is an installment sale 
arrangement.

a) What are the advantages to Chet if an installment sale is used for the sale to Perry?
b) Explain the federal income tax treatment to Chet of the annual payments he will receive from 

the installment sale. (It is not necessary to use numbers for this explanation.)
c) Although generally limited to family situations, the use of a private annuity could be an 

acceptable variation of the installment sale for Chet's estate planning purposes. Explain why.

2. A second problem resulting from the sale of the business is the question of what to do with Chet's 
vested balance in the qualified pension plan at ComCo. Chet understands that it could be left where 
it is, but he thinks he would like to move the money elsewhere.

a) Since the pension plan offered by Integrated Communications Systems offers very little 
flexibility for its participants, Chet plans to roll the ComCo funds into a self-directed IRA. What 
requirements must be met to properly move the funds to such an account?

b) Because of his current investment portfolio Chet thinks he would like to put the new IRA funds 
in a mutual fund, either a growth fund or a balanced fund. Contrast these two types of mutual 
funds.

c) Another alternative that Chet has thought about is to take the funds from the pension plan as a 
lump-sum distribution and purchase a single-premium deferred annuity. Discuss the pros and 
cons of this alternative.

C. Sybil has no real sentimental attachment for the pewter or porcelain collections and would like to 
dispose of them. A recent appraisal of these collections resulted in values of $100,000 for each. Sybil 
would like to make a gift to the church and also provide income for her mother.

1. The Sullivans will donate the entire pewter collection to the church this year.

a) What are the federal income tax consequences to the Sullivans of this property donation?
b) Are there any gift or estate tax consequences to the Sullivans as a result of this gift? Explain.

2. The porcelain collection will be sold for $100,000, and the proceeds placed in an irrevocable trust. 
The terms of the trust call for the trustee to distribute all the trust income to Sybil's mother for as 
long as she lives. Upon her death the corpus would be distributed to Sally. What are the federal 
income, gift, and estate tax consequences to Chet and Sybil of this action?

3. The combination of assets, current income, and the income to be derived by the proposed trust 
would prevent Sybil's mother from qualifying for Medicaid.
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a) Although she is covered by Medicare, are there any reasons why a long-term care (LTC) policy 
should be considered for Sybil’s mother? Explain.

b) Assuming that an LTC policy is to be purchased, describe at least three policy provisions that 
are desirable in such policies.

D. Based on the information contained in this case and excluding the financial planning concerns already 
covered in the preceding questions, there are additional financial planning concerns that should be 
relevant to the Sullivans. For each of the following topical areas, identify three additional financial 
planning concerns that should be relevant to the Sullivans and explain why each concern is of 
importance:

• Estate planning
• Retirement planning
• Risk management planning

NO CREDIT WILL BE EARNED FOR ONLY AN IDENTIFICATION OF THE FINANCIAL 
PLANNING ISSUE. CREDIT WILL BE BASED ON YOUR EXPLANATION OF WHY EACH 
FINANCIAL PLANNING CONCERN IS OF IMPORTANCE.



PERSONAL FINANCIAL SPECIALIST ACCREDITATION PROGRAM H-29

EXHIBIT C

ANSWERS TO ILLUSTRATIVE EXAMINATION QUESTIONS

Multiple-Choice Questions

The answer to each of the preceding multiple choice questions and the area of the Content Specification 
Outline that is being tested are as follows:

1. c (Area I—Professional Responsibilities)
2. c (Area II—Personal Financial Planning Process)
3. d (Area II—Personal Financial Planning Process)
4. a (Area III—Personal Income-Tax Planning)
5. b (Area III—Personal Income-Tax Planning)
6. b (Area IV—Risk-Management Planning)
7. a (Area V—Investment Planning)
8. b (Area VI—Retirement Planning)
9. d (Area VI — Retirement Planning)

10. b (Area VII—Estate Planning)

Objective-Format Other-Than-Multiple-Choice Questions

21. A (Diversification)
22. B (Buy & hold)
23. C (Dollar cost averaging)
24. D (Market timing)
25. F (Leveraging)
26. H (Index funds)
27. I (Maturity selection)
28. F (Leveraging)
29. J (Investing in a family of funds)
30. G (Hedging)
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Case Study Questions

A. 1. a) The secular trust, although set up by the employer (ICS in this case), is treated as if it were a 
grantor trust. Because any funds transferred to the trust for Chet's benefit would be immediately 
vested in Chet, he would be currently taxable on those funds as if they were salary. If ICS did 
not withhold on the contributions to the trust, Chet would have to come up with the cash to pay 
the tax when he filed his return for the year of the contribution. During the term of the trust, any 
income or gains realized by the trust would be treated as Chet’s income and be subject to tax. 
This is true even though Chet received no proceeds from the trust's activities. Again, Chet would 
have to generate the cash to pay any taxes due without having any cash flowing to cover the tax 
payments.

The above negative tax results are the price Chet has to pay to move the assets beyond the reach 
of ICS's creditors. ICS benefits from this set-up because it receives a deduction for the payments 
to the trust. ICS cannot retrieve the funds to use in the business or to pay its creditors.

b) A life insurance policy on Chet's life, especially a policy that has the potential for a rapid 
internal build up, such as a variable or universal life, could be purchased by ICS and used to 
fund the trust. ICS should retain the ownership in the policy so that the income the insurance 
policy earns is not currently taxed to Chet. It is possible that Chet will still have income to the 
extent of the premium paid on the policy used to fund the trust. However, this would be a much 
smaller amount than it would be if cash rather than insurance were used for the funding. One 
further consideration: using insurance does have the feature of providing funds on the 
termination of the trust, or if Chet should die, a death benefit that would probably be much 
larger in size than the life benefit.

In the alternative, ICS could fund the trust with tax-exempt assets, such as municipal bonds. 
Under this scenario, the contribution of the asset to the trust would generate income for Chet, 
although any further earnings would not be subject to tax.

c) If a rabbi trust is established, Chet does not have the income tax complications outlined above. 
However, the assets used to fund the trust can be reached by ICS's creditors. The drawback of 
a rabbi trust to ICS is that the contributions are not currently deductible.

d) There are disadvantages to Chet. Because a rabbi trust is not vested, ICS’s creditors can reach 
the trust assets (see (c) above). This removes some of the "safety net" that a secular trust would 
provide. However, because Chet has intimate knowledge of ICS, he would be able to hazard an 
educated guess as to the possibility of ICS running into financial difficulties. There is a bit of 
give and take here: exchanging safety for tax advantages. It is a decision Chet would have to 
make.

A. 2. a) Under the rules for establishing an ISO the exercise price for the stock cannot be less that the 
fair market value of the stock on the grant date.

b) When the ISO is granted, if it meets the statutory requirements, there are no current tax 
consequences. However, when Chet sells the stock, assuming he exercised his ISO rights, there 
would be capital gain or loss at the time of sale. The gain or loss would be measured by the 
selling price less the exercise price. Also, if Chet held the underlying stock for the appropriate 
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period of time, the capital gain or loss would be long term. There is, however, possible 
alternative minimum tax exposure to the extent that the fair market value of the underlying stock 
exceeded the exercise price at the time of exercise, or when any substantial risk of forfeiture is 
extinguished, or when the stock becomes freely transferable. If Chet is subject to the investment 
interest limitation, any net capital gain can be used to absorb the investment interest.

B. 1. a) Because Perry is a desired purchaser for the business who cannot raise the full purchase price 
up front, using the installment method would facilitate a sale to Perry. In addition, because the 
sale would be over a period of time, Chet would receive interest, at a rate at least equal to market 
rate, which could possibly increase the value of the deal. A tax benefit Chet would receive is that 
the gain from the sale of the business would be realized over the term of the installment contract. 
This would reduce the immediate tax impact of realizing all of the gain in the year of the sale. 
However, if at some time during the term of the installment sale Chet finds it to his advantage 
to realize all of the gain from the sale in one year, for example if he sustained a deductible loss 
or had a year with little or no income, he can elect out of the installment method.

b) The payments Chet would receive under the installment contract have three components. First, 
there would be a return of his basis in the business. Next, there would be a realization of a pro 
rata share of the gain on the sale. Last, there would be an interest factor, which would have to 
be a market interest rate or equivalent. If the interest charged is not at a market rate, the IRS 
would readjust the other two components of the payments so that the interest component would 
reflect a market rate.

c) If a private annuity alternative is used, all payments to Chet would stop on his death and there 
would be no further estate tax ramifications. Under an installment sale, the underlying note 
would still be a valid obligation, now owned by the estate. Thus, the estate would increase in 
size by the value of the note. In addition, there could be income in respect of a decedent, 
depending on the timing of the death and the installment payments.

B. 2. a) To avoid any problems, Chet should create a separate "rollover" IRA to receive the proceeds of 
the qualified pension plan. In addition, to avoid any withholding (currently at a 20% rate) the 
transfer to the IRA should be made directly from the trustee of the pension plan to the trustee 
of the rollover IRA.

b) A growth mutual fund's objective is capital appreciation. This is generally achieved by investing 
in stocks or other securities that promise long-term growth and capital gains. Because the stocks 
and securities invested in generally show above-average growth potential, they usually offer 
little in the way of dividends or other current income.

A balanced mutual fund has as its objectives the preservation of the investment, current income, 
and an increase in both principal and income. This type of fund invests in common stocks, 
preferred stocks, and debt instruments.

c) If Chet were to invest in a single-premium deferred annuity, the advantages would be that there 
would be a guaranteed income and the investment in the annuity (cash) grows tax-deferred. That 
is, any income earned by the annuity is not taxable until it is paid out to Chet.
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The negative of the single-premium deferred annuity is that the immediate lump-sum 
distribution (that is the cashing in of the pension) is taxed currently. This results in fewer dollars 
available to purchase the annuity. If the funds were rolled over into an IRA the full amount 
would be available to grow tax-deferred until it was time to receive the payout of the IRA. At 
that time there would be more dollars available to purchase an annuity and the tax would be 
spread out over the receipt of the annuity.

C. 1. a) On making a gift of the pewter to the church, Sybil would receive a charitable deduction for the 
gift limited to the basis in the pewter, which is $60,000. This is less than the collection’s current 
fair market value. Also, the gift is one of tangible personal property whose use is not related to 
the purpose of the church. This brings in other limitations. The deduction is limited to 50% of 
adjusted gross income, any excess benefiting from a 5-year carryover.

b) There is no gift tax payable at the time of the gift. The advantage is that by making the gift, 
Sybil's estate is reduced by the $100,000 fair market value of the pewter collection, which 
should result in a lowering of the potential estate tax payable on death.

C. 2. a) A capital gain tax would be payable on the gain from the sale ($100,000 less $60,000 [basis]). 
The present value of Sally's remainder interest has to be actually valued using the IRS tables 
($100,000 minus a remainder factor) and included in the Sullivans’ gift tax return. Furthermore, 
because the gift to Sally is a gift of a future interest it does not qualify for the annual $10,000 
exclusion.

The gift to Sybil's mother is a gift of a present interest that qualifies for the annual exclusion for 
Sybil of $10,000 and another $10,000 if Chet joins in the gift. The value of the gift to Sybil's 
mother is $100,000 less the value of the remainder interest that Sally has.

To the extent Sybil has an unused unified estate and gift-tax credit it can be applied to both gifts. 
In addition, there is an estate tax benefit in that Sybil's estate is reduced by the fair market value 
($100,000) of the property given, potentially reducing any estate tax that might be due at some 
future date.

C. 3. a) With somebody of Sybil's mother's age, consideration has to be given to the possibility of the 
need for custodial care. Medicare does not cover custodial care (or nursing home stays of long 
duration). Thus a long-term care policy could prevent the dissipation of assets that would 
otherwise have to be spent for care costs. These problems are magnified for a person of Sybil's 
mother's age.

b) Among the provisions that a long-term care policy should have are a description of the level of 
care to be given (that is, will it be skilled nursing care, intermediate level care or merely 
custodial care?). Another important provision is whether there is a requirement of 
hospitalization before the policy takes effect. A third provision is inflation protection: is there 
a COLA or other provision in the policy to accommodate rising costs? Other provisions that 
should be considered are: pre-existing conditions, waiting period for benefits, renewability 
(guaranteed), benefit period (lifetime?), cost, exclusions, and other acceptable provisions.
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D. Estate Planning:

1. There is no indication that Chet and Sybil have wills. This should be investigated. If they in fact do 
not have wills, they should be encouraged to execute wills. It should be explained to them that it 
would be possible through their wills to provide protection for both Sally and Sybil’s mother. In 
addition, by naming an executor and providing that no bond be required, there is an immediate cash 
saving. Also, because of the special situations of Sally and Sybil's mother, an intestacy could cause 
major problems providing for both of them. This creates the potential for larger legal fees.

2. There is also no indication of the ownership of the house and the other personal property (save 
Sybil's collections). It is important to determine how the house and the other personal property is 
owned. Care has to be taken to see that the property doesn't end up increasing either Chet's or 
Sybil's estate to the point that it creates additional estate taxes.

3. If Chet does go through with the Incentive Stock Option, he should provide for its disposition in his 
will. This could be a major asset of his estate and careful consideration should be given to its 
disposition.

4. Sybil is the beneficiary of a trust that will fall into her estate because she has a general power of 
appointment that is not limited by an ascertainable standard. Some consideration should be given 
to ending the trust by using the trust corpus to fund Sally's business. This would seem to be within 
Sybil's father's intention because Sally is not going to college, yet she would need financial 
assistance for her new business. Failure on Sybil's part to act will only build up her estate and can 
result in unnecessary estate tax liability. Therefore, every effort should be made to bring the trust 
to an end.

Retirement Planning:

1. At the present juncture, there has been no planning to provide for objective 1: Retirement at 62, 
active lifestyle and funds for travel. The projected cash flow potential of Chet's and Sybil's assets 
should be made for ten years hence. Doing this would provide a basis from which planning 
decisions regarding investments, sale of the business, gifts to charity, and gifts to Sally and Sybil's 
mother could be better made.

2. Consideration should be given to the integration of Social Security into the retirement planning 
equation. Chet is planning on retiring at 62, which means reduced Social Security payments and 
reduction for earned income. Because Sybil is three years younger than Chet, consideration has to 
be given to the impact of her age on the eventual receipts from Social Security.

3. While it is known that ICS has a pension plan, there is no indication of what it will be worth to 
Chet. This is an important consideration for Chet both for his retirement planning and in deciding 
whether to sell his business. In his own business he controls the plan; that is, within the limits set 
by statute he can max out contributions. But at ICS, he would not have that control.

Risk Management:

1. In reviewing Chet and Sybil's insurance protection one of the possible glaring omissions is not 
having specific coverage of the pewter and china collections. The two collections have more than 
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ordinary value and yet there is no specific coverage in the standard HO-3 policy. Although some 
of the loss of the collections could be covered in the case of fire, there really is no protection against 
theft or incidental breakage. Chet and Sybil should be advised to investigate specific rider coverage 
for the two collections.

2. Chet should be advised to look into disability coverage. He is the only source of income for the 
household; if he is disabled his income will stop or be sharply reduced. This would result in the 
need to liquidate assets to provide for living expenses if the disability continued for an extended 
period of time. Because Chet and Sybil have a fairly good cash position, they could investigate a 
disability insurance policy with a fairly lengthy waiting period. This would substantially lower the 
premium.

3. If Chet sells to ICS and receives the car, the auto insurance has to be looked at carefully. There 
should be assurance that the policy covers the personal use of the car, which Chet will be allowed 
by his employer, in addition to coverage for the business use of the car. Chet and ICS should clarify 
who is to be responsible for providing the insurance and the limits of coverage.

4. Chet and Sybil have a substantial estate that is quite solvent. There should be some public liability 
coverage over and above the coverage normally found in an HO-3 policy. Usually the same carrier 
that wrote the HO-3 policy can write an umbrella liability policy for a very reasonable premium. 
This would protect Chet and Sybil from being wiped out in the event of a major auto accident or 
other event for which they would be liable.
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EXHIBIT D
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS 
PERSONAL FINANCIAL SPECIALIST DESIGNATION PROGRAM

INTERNAL PRACTICE REVIEW QUESTIONNAIRE

JANUARY 1, 1994 - DECEMBER 31, 1996

Please print or type, and return by February 1, 1997, to AICPA, PFS Accreditation Program, 1211 Avenue 
of the Americas, New York, NY 10036-8775.

Section A: Member Profile

1. Name ____________________________________________ AICPA Membership # _____________

Firm or Organization _____________________________________________________________________

Business Address_________________________________________________________________________

City _______________________________________  State ___________ Zip Code _______________

Business Telephone (______ )__________________  Fax Number (______________________________

Home Address __________________________________________________________________________

City ________________________________________  State ___________ Zip Code _______________

Home Telephone (______ )_____________________

2. Correspondence should be sent to:

3. Telephone number for use in PFS promotional lists:

4. Are you a member of the AICPA PFP Division?

□ Business

□ Business

□ Yes

□ Home

□ Home

□ No

5. Which of the following designations do you hold? (Check all that apply.)

□ CFP (Certified Financial Planner)
□ ChFC (Chartered Financial Consultant)
□ JD (Juris Doctor)
□ Other _______________________________

(please specify)

□ CFA (Chartered Financial Analyst)
□ CLU (Chartered Life Underwriter)
□ Master’s Degree ______________________

(please specify)

Section B: Reaccreditation Requirements

1. Are you a member in good standing in the AICPA? □ Yes □ No

2. Is your state CPA certificate valid? □ Yes □ No

State certified
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3. During the period covered by this questionnaire, did you provide at least 750 hours of personal 
financial planning services to clients?

□ Yes □ No
Note: Your PFP experience must encompass all of the following disciplines:

• Personal financial planning process • Estate planning
• Risk management planning • Personal income tax planning
• Retirement planning • Investment planning

4. During the period covered by this questionnaire, did you complete at least 72 hours of continuing 
professional education in the disciplines identified in Question 3?

□ Yes □ No

Note: Self-study courses are limited to 33⅓ percent of total credit hours. Submitting a detailed listing 
of qualified courses is optional; however, you may be requested to submit this information as evidence 
that all reaccreditation requirements are satisfied.

Section C: Practice Evaluation Summary

1. Are you in compliance with all applicable professional standards in your PFP practice?
□ Yes □ No

2. If you answered No to Question 1, please explain (attach a separate page if necessary):

3. Have you been advised of possible violations of any professional standards by the AICPA, your state 
society, or your state board of accountancy?

□ Yes □ No

4. If you answered Yes to Question 3, please explain (attach a separate page if necessary):

5. At any time during the period covered by this questionnaire, have you or your firm performed an 
internal review to monitor the quality of your PFP practice?

□ Yes □ No

6. If you answered Yes to question 5, please indicate the period covered by the review and explain any 
corrective actions identified and/or taken as a result of the review (attach a separate page if necessary):
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Section D: Statement of Intent

To maintain your accreditation as a Personal Financial Specialist, you must submit a written statement of 
your intent to comply with all reaccreditation requirements, summarized below:

1. Membership in good standing in the AICPA.

2. Payment of all annual reaccreditation fees since the date of initial accreditation.

3. A valid and unrevoked CPA certificate issued by a legally constituted state authority.

4. At least 750 hours of experience over the three preceding years in personal financial planning 
activities. Experience must be in each of the following areas:

• Personal financial planning process • Personal income tax planning
• Risk management planning • Investment planning
• Retirement planning • Estate planning

5. At least 72 hours of financial planning courses in prescribed disciplines every three years. Self-study 
courses are limited to 33 ⅓ percent of the total credit hours.

6. A written statement of intent to continue to comply with all reaccreditation requirements.

7. Completion of an internal practice review questionnaire, as amended from time to time. The 
accredited specialist will agree to submit data for external review of personal financial planning 
activities upon request. The external review will be limited to documentation of the information 
disclosed in the questionnaire.

8. If reaccreditation requirements are not satisfied, accreditation ceases and all initial requirements, 
including examination, must be met to regain accreditation. However, a waiver may be requested and 
will be granted if there is justification because of extreme hardship or extraordinary circumstances.

Do you agree to comply with these requirements? □ Yes □ No

Section E: Signature

I hereby certify that the information provided in this IPRQ is true to the best of my knowledge. I 
further certify that I have read the reaccreditation requirements contained in the Statement of Intent 
(Section D) and agree to comply with all reaccreditation requirements.

[Signature] [Date]
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STATE CPA SOCIETY
PERSONAL FINANCIAL PLANNING COMMITTEE CHAIRS 

1997

Alabama Society of CPAs
John C. Boohaker
Boohaker, Schillaci & Co., P.C. 
3521 7th Ave. South
Birmingham, AL 35222 
205-323-1541

Alaska Society of CPAs*
Linda Plimpton, Executive Director 
Alaska Society of CPAs
341 W. Tudor, Suite 105
Anchorage, AK 99503 
907-562-4334

Colorado Society of CPAs
Michael P. Sargent
Sargent & Company 
2060 Broadway, Suite 400
Boulder, CO 80302 
303-443-2433

Connecticut Society of CPAs
Nicholas S. Scata
Bruno, Hoisl & Scata, P.C.
5 Melrose Drive
Farmington, CT 06032 
860-677-5544

Arizona Society of CPAs
Gregory J. Lane
Lane Financial, Inc.
2400 E. Arizona Biltmore Circle 
Building 4, Suite 2450
Phoenix, AZ 85016 
602-224-7313

Arkansas Society of CPAs
Eugene Cogbill
Kogbill & Lee, CPAs
5311 Summerhill Road
Texarkana, AR 75503 
903-832-4339

California Society of CPAs
Joel H. Framson
Joel H. Framson, AC
16055 Ventura Blvd., Suite 800
Encino, CA 91436
818-789-3236

Delaware Society of CPAs*
Margaret W. Mahood, Executive Director
Delaware Society of CPAs
28 The Commons
3520 Silverside Road
Wilmington, DE 19810
302-478-7442

District of Columbia Institute of CPAs
Danilo F. Bernabe
American Express Financial Advisors, Inc
Fairfax Square
8045 Leesburg Pick, Suite 500
Vienna, VA 22182
703-848-4600

Florida Institute of CPAs*
Lloyd A. Turman, Executive Director
Florida Institute of CPAs
325 West College Avenue
P.O. Box 5437
Tallahassee, FL 32314-5437
904-224-2727

* No PFP Committee. Information and requests should be directed to the Executive Director or other official indicated.
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Georgia Society of CPAs
Edward E. Blazer
Edward E. Blazer, CPA/PFS, AEP 
3423 Piedmont Road NE, Suite 302 
Atlanta, GA 30305
404-261-1537

Guam Society of CPAs*
Jerold W. Filush, Executive Director
Guam Society of CPAs
Bank of Guam Building, Suite 800
111 Chalan Santo Papa
P.O. Box P
Agana, GU 96910
671-472-2910

Hawaii Society of CPAs
Gene H. Tani
Gaidos - Tani Associates, Inc.
841 Bishop Street, Suite 2020
Honolulu, HI 96813 
808-533-7402

Idaho Society of CPAs
Brenda Dixon
Deloitte & Touche
101 South Capitol Blvd., Suite 1800 
Boise, ID 83702 
208-342-9361

Illinois CPA Society
Kevin P. Holland
Holland Financial Management
477 East Butterfield Road, Suite 206
Lombard, IL 60148
708-515-2700

Indiana CPA Society
Louise A. Ratts
NBD Bank, NA
One Indiana Square, #733
Indianapolis, IN 46266 
317-266-6613

Iowa Society of CPAs*
Stanton G. Bonta, Executive Director 
Iowa Society of CPAs
950 Office Park Road, Suite 300
West Des Moines, IA 50265 
515-223-8161

Kansas Society of CPAs
Rodney B. Miller 
Kemper Securities, Inc.
534 S. Kansas Ave., Ste. 1010
Topeka, KS 66603-3410
913-233-4070

Kentucky Society of CPAs
Marcia M. Lewis
Potter & Company
420 Fincastle Building
Louisville, KY 40202
502-584-1101

Society of Louisiana CPAs
Don Brown
Thomas, Wilson, Ragusa, Uftman & Co. 
527 East Airport Avenue
Baton Rouge, LA 70806-6515 
504-926-1050

Maine Society of CPAs*
Wendy A. Whiting, Executive Director 
Maine Society of CPAs
22 Free Street
P.O. Box 7406, DTS
Portland, ME 04112
207-772-9639

Maryland Association of CPAs
Jerome O. Jacobs
Jacobs Financial Management
810 Gleneagles Court, Suite 202 
Towson, MD 21286 
410-825-3322

* No PFP Committee. Information and requests should be directed to the Executive Director or other official indicated.



STATE INFORMATION I-3

Massachusetts Society of CPAs
Marjorie A. Meyer
Marjorie A. Meyer, CPA
70 Walnut Street
Wellesley, MA 02181 
617-239-8021

Michigan Association of CPAs
Aileen G. Ziegler
Godfrey, Hammel, Danneels & Co. 
21420 Mack Ave.
St. Clair Shores, MI 48080 
810-772-8100

Minnesota Society of CPAs
Mark Manaski
Manaski & Co.
2800 Freeway Boulevard, Suite 202 
Minneapolis, MN 55430 
612-569-4270

Mississippi Society of CPAs
John Hill
Kientz, Martin & Hill
P.O. Box 13911
Jackson, MS 39236
601-982-2088

Missouri Society of CPAs
Carol S. Taylor 
Creative Planning, Inc.
5340 College Boulevard
Overland Park, KS 66211 
913-338-2727

Montana Society of CPAs*
Jane Campbell, Executive Director 
Montana Society of CPAs 
44 W. Sixth Ave. - P.O. Box 138 
Helena, MT 59624-0138 
406-442-7301

Nebraska Society of CPAs*
Dan Vodvarka, Executive Vice President 
Nebraska Society of CPAs
635 S. 14th Street, Suite 330 
Lincoln, NE 68508 
402-476-8482

Nevada Society of CPAs*
Darlene A. Reed, Executive Director 
Nevada Society of CPAs 
5250 Neil Road, Suite 205
Reno, NV 89502
702-826-6800

New Hampshire Society of CPAs 
Laurence C. Szetela
Melanson, Greenwood & Company
74 Northeastern Boulevard, #9 
Nashua, NH 03062 
603-883-2440

New Jersey Society of CPAs
Dennis J. Devane
Smith Barney
General Motors Building
767 Fifth Avenue, 7th Floor 
New York, NY 10153 
212-230-3493

New Mexico Society of CPAs
Irvin F. Diamond
Rogoff, Diamond & Walker, LLP 
P.O. Box 26148
Albuquerque, NM 87125
505-242-5271

New York State Society of CPAs
Alan Fogelman
Clarfeld & Company, PC
230 Park Avenue, Suite 430 
New York, NY 10169 
212-986-7707

* No PFP Committee. Information and requests should be directed to the Executive Director or other official indicated.
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North Carolina Association of CPAs 
Steven H. Morton
Financial Group 
4125-G Walker Avenue 
Greensboro, NC 27407 
910-852-8455

North Dakota Society of CPAs
Michael L. Puklich
H.D. Vest Financial Services 
2021 E. Main Street
P.O. Box 2137
Bismark, ND 58502
701-258-3131

Ohio Society of CPAs
Ken Dodson
Future Finances
100 Northwoods Blvd, Suite B 
Worthington, OH 43235 
614-888-3546

Oklahoma Society of CPAs
Jack B. Riley
Jack B. Riley, CPA, Inc.
Box 306
Ardmore, OK 73402
405-223-1772

Oregon Society of CPAs
Nelson E. Rutherford
Alten Sakai & Co.
1815 SW Marlow Ave., #218 
Portland, OR 97225-5189 
503-297-1072

Pennsylvania Institute of CPAs
B. Michael Watkins
KPMG Peat Marwick, LLP 
1600 Market Street
Philadelphia, PA 19103 
215-299-3943

Colegio de Contadores Publicos Autorizados 
de Puerto Rico*
Edna I. Jimenez, Executive Director
Colegio de Contadores Publicos Autorizados de 
Puerto Rico
Capital Center Building, PH-2
3 Arterial Hostos Ave.
Box 1401
Hato Rey, PR 00918
809-754-1950

Rhode Island Society of CPAs
F. A. Wilhelm Myrin II
F. A. Wilhelm Myrin II, CPA
One Richmond Square
Providence, RI 02906
401-635-2786

South Carolina Association of CPAs
Robert Bryant
Investment Management & Research
810 Patch Square Blvd.
P.O. Box 210889
Columbia, SC
803-798-5768

South Dakota Society of CPAs*
Laura Coome, Executive Director
South Dakota CPA Society
250 Boyce Greeley Building
P.O. Box 1798
Sioux Falls, SD 57101-1798
605-334-3848

Tennessee Society of CPAs
John M. Smartt
Financial Counseling and Administration
2020 Cherokee Bluff Drive
Knoxville, TN 37920
615-577-7659

* No PFP Committee. Information and requests should be directed to the Executive Director or other official indicated.
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Texas Society of CPAs
William A. Coombes
William A. Coombes, CPA 
3880 Hulen Street, Suite 630
Fort Worth, TX 76107 
817-738-3503

Utah Association of CPAs*
Jeannie Patton, Executive Director 
Utah Association of CPAs
455 E. 400 South, Suite 202
Salt Lake City, UT 84111
801- 359-3533

Vermont Society of CPAs*
Deborah Riley, Executive Director 
Vermont Society of CPAs 
100 State St.
Montpelier, VT 05602
802- 229-4939

Virgin Islands Society of CPAs*
John DeLuca, President
Virgin Islands Society of CPAs 
P.O. Box Y
Christiansted
St. Croix, VI 00822 
809-773-4305

Virginia Society of CPAs
Rick N. Elofson
Goodman & Company, LLP 
P.O. Box 12018
Newport News, VA 23612-2018 
804-873-1033

Washington Society of CPAs
Norman Smith
Smith, Stapp & Co. P.S.
2120 Caton Way SW
Olympia, WA 98502-1106
360-754-9475

West Virginia Society of CPAs
John Byrd
Jackson & Kelly
P.O. Box 553
Charleston, WV 25322
304-340-1000

Wisconsin Institute of CPAs
Ralph D. Bultman
Lakota Bultman & Associates
North 14 West 23755 Stone Ridge Drive Suite
295
Waukesha, WI 53188
414-523-0866

Wyoming Society of CPAs*
Lora C. Lissman, Executive Director
Wyoming Society of CPAs
1721 Warren Avenue
Cheyenne, WY 82001
307-634-7039

* No PFP Committee. Information and requests should be directed to the Executive Director or other official indicated.
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STATE LICENSING OR REGISTRATION OF CPA FINANCIAL PLANNERS

POSITION PAPER

This paper presents the position of the American Institute of Certified Public Accountants (AICPA) on state 
licensing or registration of CPAs who offer or provide financial planning services to the public.

ISSUE

Should CPAs who offer or provide financial planning services be subject to licensing or registration under 
state investment adviser or other laws?

AICPA POSITION

The AICPA supports state licensing or registration of CPA financial planners who perform certain 
investment related services; holding client funds with investment discretion, being compensated by 
commissions from the purchase or sale of investments, and advising on the purchase or sale of specific 
investments unless that advice is related to financial statement analysis or tax considerations. Because state 
securities laws comparable to the federal 1940 Investment Advisers Act (1940 Act) regulate virtually all 
persons who offer or provide those high risk investment advisory services, CPAs and all others who offer 
or provide such investment advisory services are already subject to state registration requirements in 
addition to federal registration.

There is no documented abuse or breakdown of existing law in the case of CPA financial planners who do 
not sell securities, give specific investment advice or hold client funds with investment discretion. The 
abuses that occur typically involve the sale of securities. These abuses fall into a few broad categories. 
The highest incidences are in those cases in which individuals accept commissions for the purchase or sale 
of securities, hold client funds or securities for investment purposes, or both recommend and sell securities 
to the same client. Those situations foster an environment conducive to fraud and abuse and should be the 
focus of extensive regulatory scrutiny.

Financial planners, financial consultants, financial advisers, or others using similar titles, who are not 
covered by the professional exclusion are already subject to state investment adviser and other securities 
laws, and to criminal laws. The failure to deter or punish the fraudulent conduct relates to the enforcement 
capabilities of state agencies, not to the sufficiency of the laws that cover the fraudulent acts of such 
persons. The need to improve regulatory oversight of investment advisers under the present investment 
advisers act has been supported by SEC Chairman Breeden in recent testimony before the House 
Subcommittee on Telecommunications and Finance, and by the GAO in a recent report on the sufficiency 
of investment adviser regulation.

Expansion of state securities and investment adviser acts to include CPAs who hold themselves out to the 
public as financial planners, or use other similar titles, but are not investment advisers, would only weaken 
the effectiveness of existing securities statutes by shifting enforcement emphasis and resources away from 
those who have demonstrated the greatest potential to harm the public; that is, those persons who give 
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investment advice on specific securities, hold client funds for investment purposes, or sell investment 
products.

Any additional state regulation, if extended to CPAs who are not investment advisers and who are 
examined for technical competence and moral character before being licensed by state accountancy boards, 
would result in a duplicative and costly supervision system without commensurate benefit to the investing 
public. Consequently, it is the AICPA's position that regulation based on nomenclature, such as financial 
planners, but including CPAs who do not act as investment advisers, will provide minimal benefit for the 
public and add to the costs of financial planning services.

The AICPA supports adoption of the Uniform Securities Act of 1956 (the 1956 Act) by states not having 
similar laws. In addition, we believe increased enforcement of existing statutes and sufficient funding will 
provide necessary protection of the public interest. There is however, no demonstrated public need for 
state licensing and registration of CPA financial planners who are not also investment advisers.

The AICPA also supports clarification of the professional exclusion for accountants. Registration should 
not be required for those CPAs whose investment advice is "solely incidental to the practice of the 
profession." That means the exclusion should be available only to CPAs who do not exercise investment 
discretion, do not maintain custody of assets of clients for the purposes of investing, do not receive 
commissions, or do not advise on the purchase or sale of specific securities except when related to financial 
statements or tax considerations.

BACKGROUND AND ANALYSIS

The AICPA is deeply concerned about state legislative and regulatory initiatives that equate financial 
planning with investment advising. The term financial planner is an imprecise term that has no accepted 
definition in most state securities statutes. Financial planning includes a broad range of diversified 
services. When financial planners perform investment advisory services, as those services are defined in 
state statutes, they must register under those laws. Persons who hold themselves out to the public as 
financial planners include representatives of many diverse professions and associations, such as CPAs, 
attorneys, investment advisers, bankers, securities dealers, insurance agents and real estate brokers.

CPAs have traditionally offered a broad range of services to their clients and have always, among those 
services, offered what is now being called financial planning. As licensed professionals, CPAs offering 
these services are subject to scrutiny by state boards of accountancy.

By targeting those services most frequently associated with fraud and abuse, the burden of compliance with 
the state securities laws and the related enforcement efforts would be placed upon those investment advisers 
whose activities necessitate greater regulatory and legal scrutiny. CPAs who do not engage in the types 
of activities that give rise to abuse of the public should fall outside of that state regulatory structure.
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State Laws

All states have enacted laws regulating the practice of public accountants, real estate brokers, bankers, and 
insurance agents. State accountancy laws and rules protect the public against fraudulent acts and conflicts 
of interest. Attorneys are subject to discipline by state courts.

The majority of states regulate investment advisers, including financial planners who give investment 
advice, under state securities laws. Most of these states have adopted the Investment Adviser provisions 
of the 1956 Act, which are intended to strengthen state investment adviser laws and make them uniform 
with the 1940 Act. The 1956 Act prohibits fraudulent activities. It also provides for the filing of annual 
financial reports and periodic inspections of all records maintained by investment advisers.

Model amendments to the 1956 Act have been developed by the North American Securities Administrators 
Association (NASAA). They require investment advisers to pass certain tests and meet certain financial 
responsibility criteria. NASAA has also prepared a uniform examination for use by the states.

Abuses

Advocates of additional state regulation of persons who hold themselves out as financial planners generally 
cite instances of fraud and abuse to support their positions. No distinction is made by those advocates 
between giving general financial planning advice, selling investment products or providing investment 
advice.

Cases of fraud committed by individuals calling themselves investment advisers or financial planners have 
been well documented and publicized. Virtually every one of these cases has involved someone who held 
client funds or securities for investment purposes or who accepted commissions for recommending the 
purchase or sale of investment products. A study published by the Consumer Federation of America 
(CFA) in July 1987, describes various abuses attributed to financial planners. Every example of financial 
planning fraud in the CFA study related solely to persons who sold investments or insurance products, or 
took custody of a client's funds and embezzled or misinvested them.

In addition, a July 1988 study of fraud and abuse in the financial planning industry by the North American 
Securities Administrators Association (NASAA) surveyed 79 enforcement actions carried out by 30 state 
securities agencies. Each of the state enforcement actions cited in the NASAA report involved the sale of 
an investment product or the theft of funds that were entrusted to the purported financial planner. The 
AICPA believes that these persons should be the focus of state regulatory and licensing requirements.

The fraud and abuse that has taken place underlines the need for enhanced enforcement of existing laws 
by state officials. By designating additional funds for state securities enforcement actions, fraud and abuse 
can be more effectively minimized.
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Proposed Amendments to the Uniform Securities Act of 1956:
The Professional Exclusion

The strength of the dual state-federal system of investment adviser regulation results from the uniformity 
that exists between each state's respective securities statutes, and between state law and federal securities 
statutes, such as the 1940 Act. State adoption of the 1956 Act promotes a uniform and comprehensive 
regulatory network and sets in place an effective state-federal structure to regulate the activities of persons 
involved in the sale of securities, including investment advisers.

Accountants, attorneys, engineers, and teachers have been excluded from the definition of investment 
adviser, and consequently investment adviser regulation, under federal law and almost all state statutes so 
long as they provide investment advice that is "solely incidental to the practice of their profession." This 
exclusion recognizes the nature of the decades-old role that CPAs and other professionals have played as 
financial planners.

However, efforts are being undertaken to amend the state securities laws to restrict the ability of 
accountants, attorneys, and others to use this statutory exclusion. These efforts have taken the form of 
legislation to modify existing statutes and regulations that incorporate language taken from model 
amendments prepared by NASAA in 1986 (amending Model Act Sec. 401(f), November 20, 1986).

These efforts to amend current securities laws focus on regulating persons who merely use the title 
financial planner. These so called title amendments would require registration as an investment adviser 
even though a CPA may provide no investment advisory services or be otherwise eligible to use the 
professional exclusion. Regulations should focus on services performed, not titles.

In response, the AICPA has adopted language to clarify the statutory exclusion of accountants, attorneys 
and others, that describes those activities that would bring an otherwise exempt professional within the 
regulatory provisions of the investment advisers act. The proposed language states that:

Investment adviser means any person who, for compensation, engages in the business of 
advising others as to the advisability of investing in, purchasing, or selling securities, or 
who, for compensation and as part of a regular business, issues or promulgates analyses 
or reports concerning securities; but does not include....(B) any lawyer, accountant, 
engineer or teacher (1) whose performance of such services is solely incidental to the 
practice of his profession, or (2) who:

(i) does not exercise investment discretion with respect to the assets of clients or 
maintain custody of the assets of clients for the purpose of investing such assets, 
except when the person is acting as a bona fide fiduciary in a capacity, such as an 
executor, trustee, personal representative, estate or trust agent, guardian, 
conservator, or person serving in a similar fiduciary capacity;

(ii) does not accept or receive, directly or indirectly, any commission, fee or other 
remuneration contingent upon the purchase or sale of any specific security by a 
client of such person; or
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(iii) does not advise on the purchase or sale of specific securities except that (iii) shall 
not apply when the advice about specific securities is based on financial statement 
analyses or tax considerations that are reasonably related to and in connection with 
the person's profession.

Sufficient Regulation

CPAs are already subject to an extensive regulatory framework. If CPAs are abusive to the public or 
commit acts discreditable to the profession, they are subject to an appropriate investigatory and disciplinary 
process. All CPAs are subject to regulation by the board of accountancy in the states in which they are 
licensed. In addition, CPAs who are members of the AICPA or state CPA societies are also governed by 
the AICPA's Joint Ethics Enforcement Program and Joint Trial Board Divisions. This professional process 
of enforcement of the state boards of accountancy and the AICPA has been used by a number of 
government departments and agencies when instances of substandard performance by CPAs have been 
identified.

If CPAs commit fraud, they are subject to general anti-fraud and state accountancy statutes, regulations 
and codes of ethics, which are appropriate and effective mechanisms to discipline CPAs. In addition, any 
person, including a CPA, who meets a state definition of investment adviser and who cannot rely on the 
professional exclusion is subject to the anti-fraud provisions of the state investment adviser law. These 
safeguards ensure that the public is adequately protected against unethical practices of CPAs who provide 
financial planning services.

CONCLUSION

The AICPA supports efforts to reduce the fraud and abuse that exists in the investment advising field. As 
professionals, CPAs strive to protect the best interests of the public they serve.

We recognize that there have been developments in recent years that have triggered a drive to identify and 
regulate those services that CPAs and other professionals provide in financial planning. Although CPAs 
have historically provided general financial planning services to clients, they now provide them to more 
clients and do so in a more structured way. Any clarification or change that is made in state investment 
adviser legislation or regulations should focus on the investment advisory services provided by CPAs. It 
should not focus on what the services provided are called.

AICPA State Legislation Department 
(Approved by the Government Affairs 
Committee, February 11, 1993)
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APPENDIX J

SPEECH AND SLIDE PRESENTATION

INTRODUCTION

This appendix contains a speech and slide presentation developed to assist you in your marketing and 
promotional efforts.

• Speech: Taking Responsibility for Your Financial Future. This is a scripted 20-30 minute consumer- 
oriented presentation addressing many of the current financial concerns facing individuals. In 
addition to the printed text, the speech is contained on the enclosed diskette.

• Slide Presentation: Taking Responsibility for Your Financial Future. The slide presentation, 
designed to accompany the speech, was created in Microsoft PowerPoint. You can retrieve this file 
in most commercially available presentation software. If you do not have such software in your 
office, you can obtain this service at a local reproduction and business service center.

These tools are designed to facilitate the development of your marketing programs. You can use them as is 
or customize them to your market.

  Action Tip

Everyone has a different speaking style. Use the WordPerfect version of the speech and adapt it to your 
own style or tailor it more closely to your target market or markets. You might also develop other 
speeches from one of the many PFP issues addressed in the speech. Choose one of these topics and expand 
it into a longer presentation on a more focused topic. For example, you could expand the retirement 
planning portion with some of your own resources and create a presentation for younger clients that 
focuses on the need to plan early for retirement.
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SPEECH

TAKING RESPONSIBILITY FOR YOUR FINANCIAL FUTURE
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Taking Responsibility for Your Financial Future

Thank you (insert name of person who introduced you). I am a CPA who 

offers a wide range of personal financial planning, or PFP services. (You may 

want to begin with an anecdote or an example of a recent client experience, 

or briefly describe the types of services you offer, why you started offering 

these services, etc., depending on the audience).

The 1990's have taken a financial toll on many of us. The uncertain economy, 

changing tax laws, and volatile business environment have caused many of 

us to reevaluate our financial expectations. Unfortunately, the balance of the 

decade does not promise a greater sense of financial stability.

These recent trends lead to one unescapable conclusion: We as individuals 

have a far greater responsibility to provide for our own financial security than 

did previous generations. This principle is supported by many examples 

(describe as many of the following examples as appropriate, or use some of 

your own):

• We tend to live longer and retire earlier.

• Changing employment, once frowned upon by our grandparents, has 

become the norm.

• An entrepreneur who is successful with a first business venture stands out 

as an anomaly.
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• Just as we finally grasp the basics of one set of income tax rules, new 

rules are enacted, some retroactive.

• Many of us will leave estates that could be eaten away by taxes and 

administrative costs without adequate planning.

• The litigious state of modern America puts us at a greater risk of losing 

what we’ve worked hard to accumulate.

• Corporate downsizing raises the prospect of long term unemployment.

• Asset allocation has become a buzz word that is preached by many but 

understood by few.

• Skyrocketing college costs make funding our children’s education a 

monumental task.

• Retirement planning, something we are acutely aware of as a concept, can 

be thoroughly daunting as an economic reality.

How many of you have considered matters such as these and developed a 

workable financial plan? It’s up to you to decide what you want out of life and 

what to do about getting it. While the concept of personal financial planning 

may sound intimidating or overwhelming, it is really no more than a process 

of setting realistic financial goals and objectives, developing strategies for 

achieving these goals and objectives, and coordinating the implementation of 

these strategies to produce tangible results. Sure, the issues may be 

complex, but the planning process enables you to tackle each issue -- with 

the help of competent professionals — and chart a course to address it head 

on. A well-developed financial plan prepares you to meet the financial 

challenges at each stage of your life.
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For many of us, the biggest hurdle to addressing our financial concerns is the 

natural tendency to procrastinate. We fail to plan for different reasons. Very 

often, people feel that they are at a particular point of uncertainty in their 

economic lives and hesitate to plan in this perceived vacuum of knowledge -- 

yet, greater certainty may not arrive. Others believe that they do not have 

enough assets or disposable income to warrant financial planning. Many 

hesitate to confront difficult issues such as choosing potential guardians for 

their children and executors for their estates, the potential unemployment or 

job relocation, planning for retirement, or facing the inevitability of death. 

Although procrastination is understandable, keep in mind that failing to plan 

carries its own price - mounting concerns about your financial future. These 

concerns may include:

• The adequacy of insurance to protect your families in the event of death, 

disability, lawsuit, or catastrophe.

• The appropriate amount of cash reserves.

• The amount of money you’ll need to educate your children or secure a 

comfortable retirement.

• Caring for the special needs of your parents or children.

Everyone has some need that can be addressed through the personal 

financial planning process - whether you simply need to monitor your cash 

better, plan your retirement distributions, or develop a comprehensive plan for 

all your financial needs. The key is to GET STARTED!
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Where do you start? As with most undertakings, self analysis is key. Before 

undertaking the financial planning process, it is important to establish where 

you are today. Take a snapshot of your current financial position. Start with 

a list of your assets -- what you own - cash on hand or in demand deposits, 

commissions, bonuses, lOUs and other amounts owed to you, investments, 

IRAs, cash surrender value of life insurance, market value of your home, 

furnishings, cars and other belongings that are convertible into cash, and your 

vested interest in your employer-pension plan. You might consider breaking 

out in greater detail your investment assets - including investments both 

inside and outside of retirement plans. Next, compile your liabilities -- what 

you owe -- include your tax obligations, debts, bills, charge accounts, loan 

payments and the unpaid balance on your mortgage. You can then determine 

your net worth by subtracting your liabilities from your assets. This process 

may result in the compilation of a personal financial statement, which a CPA 

can help you to prepare.

By the way, while you’re undertaking this process, it’s a good idea to pull 

together and organize all important documents related to your finances. 

These documents include insurance policies; tax returns; estate documents 

including wills, trusts, health care proxies and living wills; investment account 

statements; retirement account information. Creating a central file of all 

important documents helps ensure that your affairs are kept in order, allowing 

a surviving spouse or relative to know what you have in the event of your 

untimely death. Well-organized records also enable you to identify exactly 

where your money is going, which in turn gives you the necessary information 
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to help you improve your savings. It also helps you to uncover deductions 

that you may have overlooked.

GOAL SETTING

Once you have a clearer picture of where you are today, you must determine 

where you want to go - by identifying and establishing realistic goals and 

objectives. Try organizing your thoughts by establishing concrete short and 

long term objectives.

Short term objectives might include some of the following:

• debt reduction

• establishing an emergency cash reserve

• starting an investment plan

• purchasing a home

• reviewing insurance coverage.

Your long term objectives may include:

• funding your children’s college education

• accumulating retirement funds

• planning for the orderly transfer of your business to the next generation

• providing for dependents and heirs.

As part of the goal setting process, it’s important that you —
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• Assess your resources and evaluate your ability to reach your goals. 

Unrealistic goals can doom you to frustration.

• Recognize that your goals will change over time. Our world changes and 

our individual circumstances are subject to regular changes. Occasionally 

review your goals to be sure your financial plans are on course to meet 

them.

• If you are married, develop one set of goals that reflects both of your 

interests. You and your spouse can independently list your goals and 

objectives, then compare them and develop one set of coordinated goals.

• Commit your goals to writing. This exercise reinforces your commitment to 

achieving those goals. A study done at a twenty-year reunion of a 

graduating class at Yale found that only 3 percent of the graduates had 

written goals. However, the combined net worth of those who had written 

goals was greater than the combined net worth of the remaining 97 

percent who had not written their goals. That demonstrates the power of 

written goals.

Now that you’ve determined where you are and established where you want 

to be, your next step is to figure out how to get there -- by formulating 

strategies to accomplish your financial goals. You may find the advice of a 

competent financial planning professional helpful to be sure you consider all 

the pieces of the financial planning puzzle. These pieces include: cash flow 
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analysis — which often includes income tax planning; retirement planning; a 

savings and investment strategy; risk management; and estate planning. In 

addition, you probably have some special needs to plan for, such as your 

children’s education, a vacation home, or long term care for you or your 

parents. Let’s take a quick look at some of these pieces.

CASH FLOW ANALYSIS

A careful analysis of your cash flow will identify income that can be used to 

fund your financial planning goals. A thorough analysis can assist you in 

seeing your ability to save, sizing up your standard of living to indicate if you 

are living within or beyond your means, and highlighting any problem areas.

First determine what you spend each month. Many of these items -mortgage 

or car payments - will be easy. If you are at a loss as to where your money 

is going, keep a record of what you spend for several months. This has 

become especially easy with the proliferation of personal finance software 

such as Quicken and Managing Your Money. Compare your monthly 

expenditures to your monthly income. If your cash outflow closely matches or 

exceeds the inflow, it’s time to reassess your spending patterns to determine 

how you can fund your financial goals.

We all agree that saving money is a good idea; unfortunately, too few of us 

actually do a good job of it. You know the reasons: competing demands on 

income; too many bills; overwhelming investment options; or, simply, denial.
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One of the easiest ways to save is to start paying yourself first, thus putting 

your money to work for you. Put whatever you decide to save immediately 

into a savings account or other prearranged savings plan. Many companies 

have arrangements for automatic payroll deposits into the accounts of your 

choice.

Regular saving also enables you to establish an emergency fund. Corporate 

downsizing, temporary disability and other financial booby-traps are lurking. 

It’s up to you to be ready if and when they occur. A good rule of thumb is to 

accumulate an emergency savings fund of three to six months of living 

expenses. If you’re self-employed, you should set up a business contingency 

fund as well as one for your personal safety net.

Responsible credit use is another important part of budgeting and cash flow 

planning. The ease of using a credit card is tempting and you can rack up big 

bills without blinking an eye. Effective use of credit cards means paying off 

the debt each month. Otherwise, you’ll be paying interest and adding an 

additional mark up to the price of each item you buy. If you have a problem 

with credit cards, cut them up or put them away. If you have built up credit 

debts, establish goals to pay them off as fast as possible.

RETIREMENT PLANNING

Think about retirement. What comes to mind? Your quality of life upon 

retirement depends largely on careful planning initiated long before you retire. 

Recent statistics suggest that most Americans -- especially those in the baby
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boom years -- aren’t saving adequately for retirement, and many aren’t saving 

at all. The danger of following the live-for-today attitude is that you’ll face your 

retirement years with inadequate resources to maintain your standard of 

living.

Many of you are concerned or confused about the future of social security. 

You hear reports about proposals to reduce benefits or tax more of them. 

Social security should be only one part of your retirement plan. What you can 

do now is request a statement of your earnings history and benefit estimate 

to see how much additional savings you’ll need to live comfortably in 

retirement.

One rule of thumb is to save at least 10 percent of your annual income for 

your retirement. If you’re over 50 and haven’t started saving, you’ll need to 

save 20 percent for that goal alone. If you’re over 60, you’ll need to save 30 

percent. And that can hurt. The ideal time to start saving is NOW! You will 

always have excuses for procrastinating.

You can monitor your savings program by calculating the funds you need to 

retire and comparing that amount to what you actually are accumulating, 

taking inflation into account.

Some or all of your savings may be in tax-deferred retirement accounts. If 

your company has a 401(k) or a 403(b) plan, contribute to the maximum 

allowed by the plan. Your contributions reduce your current income taxes 
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while building a retirement nest egg. Many employers match employee 

contributions. Because this money is both out of your paycheck and out of 

your reach, you won’t spend it on day-to-day living. This money grows tax- 

deferred and grows faster than your other investments.

Similarly, if you can deduct IRA contributions, you should probably contribute 

the maximum. If you cannot deduct IRA contributions, you should 

nevertheless consider using nondeductible IRAs because the earnings will 

grow faster in a tax-deferred account.

Once you’ve retired, the planning isn’t finished. To take full advantage of the 

special tax treatment of IRAs and other retirement plans, you must carefully 

plan your distributions. The Federal Tax Code imposes penalties for early 

distributions, late distributions, excess distributions, and distributions less 

than the required minimum. In other words: too much, too little, too late can 

be too bad for your bottom line! You also must consider the effect penalties 

will have on undistributed retirement plan balances that are part of your 

estate.

A comfortable retirement can be within your grasp and you owe it to yourself 

to develop a financial strategy that will enable you to reach your retirement 

goals. With the proper discipline to carry out your retirement planning 

strategy, your retirement years can truly be golden.
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INVESTMENT PLANNING

Once you’ve established a systematic savings plan, you need to decide 

where to invest the money you’re saving. You may also have current 

investments that need to be reassessed. I’m sure that many of you feel 

bombarded by the investment alternatives available today. We all know the 

basics: Buy low; sell high. It’s that simple. But no one knows whether or when 

the market value of a particular investment will go up or down. There are as 

many approaches to investing as there are investors, and examples of 

successful investors and their strategies abound. How do you make the right 

decision?

As with most areas of financial planning, investment decisions are very 

personal. Each of us has a certain tolerance for risk, and this plays into every 

investment decision we make. This risk factor must be viewed in conjunction 

with the time constraints for your investment. When you save, you save for 

something - an event or a major purchase. The time horizon for that savings 

-- the length of time before you need the money you’re saving - impacts your 

investment decisions.

For example: If you’re in your thirties and saving for retirement, you can afford 

to invest in riskier ventures. On the other hand, if you’re putting away money 

to buy a new car next year, you’ll be interested in investments that are more 

stable, such as a money market account.
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INSURANCE

Insurance plays an important role in personal financial planning. Since the 

main purpose of insurance is to protect you from financial risks, start off by 

thinking about what kinds of risks require insurance protection. Review your 

policies and determine what they do and do not cover. Make sure you have 

what you need and that you need what you have. Excess coverage costs 

unnecessary dollars.

Your insurance needs change from year to year. Too often people have the 

wrong amount or wrong type of insurance. Reevaluate how much deductible 

you can afford. You may be able to hike your deductible and save premium 

dollars.

On an ongoing basis, you’ll need to reassess whether you have the 

appropriate kinds and amounts of insurance, whether your deductibles are 

appropriate, and whether the designated beneficiary is consistent with your 

goals. If you’re thinking of changing insurers, be sure you can reinsure before 

canceling an existing policy. It is important to get health and life insurance 

while you still can. If you wait too long, you might become uninsurable.

ESTATE PLANNING

Estate planning is the one area most people dread most -- it means staring 

death in the face! However, this part of the financial planning process is 

crucial as a means of providing for your family after you’re gone. It also 

provides you with the opportunity to determine how your affairs are handled.
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If you don’t address these issues, someone else will — and not necessarily 

according to your wishes.

Having a will is essential. A will provides for an efficient and financially 

beneficial distribution of your assets. Without a will, the state decides how 

your estate will be distributed and whom it will be distributed to. The custody 

of your children may be left to the courts. Fighting over money can tear your 

family apart. In addition to a will, a revocable living trust may be appropriate 

to facilitate the distribution of your estate.

Planning enables you to state your wishes and can help remove the seeds for 

family dispute. You can spell out who gets what, who will manage your 

business, even who will take care of your pets. Careful planning can also 

minimize the tax bite on your estate. Estate taxes can be sizable when your 

estate reaches a certain size.

As in most areas of financial planning, estate planning is an ongoing process. 

It is critical to keep your will and other estate planning documents current. 

People frequently outgrow their initial wills. Events such as marriage, divorce, 

a birth, the death of a spouse or child, or the move to a new state are among 

the many reasons to update your estate plans.

We’ve touched on some of the big issues in each of the personal financial 

planning areas. Of course, no discussion can address every concern you 
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have, but I hope you’ve developed an appreciation of how many components 

there are to be considered when thinking about your financial security.

While no amount of planning can guarantee that all your goals are reached, 

a well-developed financial plan can help you to get on the right track and take 

the first steps toward realizing your goals.

There are several ways that you can embark on the financial planning 

process, depending on how wet you want your feet to get. You might seek 

basic financial counseling during a one-on-one session with a CPA or other 

professional that provides PFP services. This arrangement can provide you 

with the opportunity to get feedback on your overall financial planning picture, 

along with broad suggestions on how to address your specific problems.

Alternatively, you might focus on a particular area or specific goals -- such as 

evaluating your estate and life insurance or fine-tuning your plans for 

retirement. Strategies can be formulated to assist you in achieving your 

unique objectives. This is an excellent way to begin developing a strategic 

plan to address your concerns about your financial future.

If you’re up to the challenge, a comprehensive financial plan -- the most 

thorough and complete approach to financial planning - can be undertaken 

to review all the relevant aspects of your financial picture, including your goals 

and objectives, cash flow, insurance, estate, retirement and investment plans. 

This undertaking often involves a team of professionals -- including CPAs, 
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investment advisers, attorneys, and insurance representatives -- who work 

closely together during the process. Comprehensive financial planning is of 

course time-consuming, but is also rewarding in that you develop a more 

complete picture of your financial situation.

IMPLEMENTATION

Once you’ve mapped out the right strategies for your financial future, it’s 

critical that you act on them. If you simply go through the motions of financial 

planning but don’t take action, you might as well not have bothered in the first 

place. Although no implementation strategy fits everyone, your financial 

strategies should be developed and implemented in a way that will assist you 

in achieving your own personal financial goals. The financial planning 

process involves an investment of energy and focus, and you are primarily 

responsible for, and will ultimately live with, the financial future that you plan 

for today. After all, there is not a lot of talk about life becoming easier and 

less complicated during the years ahead.

There are many who would be more than happy to help you plan your future. 

Moreover, financial planners are compensated in a number of different ways 

-- some through a fee-only arrangement, others through commissions on the 

products they sell or recommend, still others by some combination of both. 

The important thing is to find someone you can trust. Much has been written 

recently about CPA financial planners as a source of objective advice. In this 

regard, many individuals consider certified public accountants who have 
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received training in personal financial planning as the premier source of 

objective financial planning advice.

If you’re concerned with taking control of your financial future, you have lots 

of company. Investment decisions, inflation, taxes and other money matters 

concern everyone. Yet, even if you recognize the importance of financial 

planning, you may have trouble taking action, sizing up your situation, and 

putting all the pieces together. You may find the planning process itself 

overwhelming. Or, you may even have trouble following your plan. Or you 

may simply be unsure where to begin. As I mentioned earlier, the key is to get 

started! The sooner you start, the sooner you will be in control of your 

financial destiny. And remember to follow through on the plans you develop. 

The best financial plan in the world is useless if it’s merely sitting on the shelf 

with other bound classics. Do what needs to be done!

Thank you very much for your attention. I’d like to take some of your 

questions.
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SLIDE PRESENTATION

TAKING RESPONSIBILITY FOR YOUR FINANCIAL FUTURE
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Uncertain economy

Taking Responsibility for Your 
Financial Future

Changing tax laws

Volatile business environment

We as individuals have greater 
responsibility to provide for our own 

financial security than did 
previous generations

Examples

• Longer lives
• Earlier retirement
• Changing 

employment
• Fewer successful 

entrepreneurs
• Changing tax laws

• Estate taxes
• Risks of litigation
• Corporate downsizing
• Need to understand 

asset allocation
• College costs
• Finding the means to 

save for retirement

Financial Planning = 
Charting a Course to Your Goals

* Setting goals
* Developing 

strategies
* Implementing the 

strategies

There is a natural tendency to 
procrastinate, but failing to plan 
leads to mounting concerns about 
your financial future.
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What concerns you most? SO ... GET STARTED!
• Do I have enough insurance?
• How much emergency cash reserves 

should I keep?
• How will I pay for my children’s tuition?
• Will I be able to retire comfortably?
• What help will my parents need from 

me?

Net Worth Statement Gather and Organize 
Important Documents

+ Cash
+ Investments
+ Real estate
+ Life insurance 
+ Retirement and 

pension plans

- Loans
- Mortgage

Possible Short Term Goals Possible Long Term Goals

• Debt reduction
• Establishing emergency 

cash reserve
• Starting an investment plan
• Purchasing a home
• Reviewing insurance 

coverage

• Funding children’s college 
education

• Accumulating retirement 
funds

• Business succession 
planning

• Providing for dependents and 
heirs



SPEECH AND SLIDE PRESENTATION J-25

The Goal Setting Process
* Assess your resources

The Pieces of a Financial Plan

• Recognize that goals will change over 
time

your interests
If married, develop goals that reflect both

• Cash Flow & Income Tax 
Planning

• Retirement Planning
• Savings & Investment 

Strategy
• Risk Management
• Estate Planning

Cash Flow Analysis

• Determine monthly expenses
• Compare to monthly income
• Are you living beyond your means?
• Plan to save and pay yourself first
• Establish an emergency fund
• Use credit responsibly

Retirement Planning

• Avoid living only for today
• Obtain an estimate of Social Security benefits

Determine how much of your income you need
to save
-10% rule of thumb 

Start saving now!
Monitor your savings program

Retirement Planning Investment Planning
Money grows faster when tax deferred J 
Use company 401(k) and 403(b) plans
- Many employers provide matching funds 
- Deducted before you can spend it

• Use IRAs even if not deductible
• Carefully plan your distributions 

Now that you have a savings plan, where do 
you invest the money?
Consider personal tolerance for risk
Consider time horizons ^0*****^^^ 

Consider age
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Insurance
Assess your risks
Review existing policies 
Do you have what you need? 
Do you need what you have? 
The deductible/premium tradeoff
Don't cancel policies before replacing them
Get life and health insurance while you still can

Estate Planning

• A crucial part of providing for your 
family over the long term

• Ensure that your children are cared for 
by a person you select

• Ensure that your estate is distributed 
according to your wishes

• Estate tax issues
• Review periodically

Take Responsibility!

• Seek basic financial counseling
• Address a particular issue or a specific 

goal
• Undertake a comprehensive review of 

your financial picture
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RESOURCES

INTRODUCTION

This section of the Handbook identifies many sources of technical information and practical assistance for 
CPAs providing PFP services. In addition to information on the various disciplines of PFP, you will also 
find references to products, publications and CPE courses to help develop your marketing, selling and other 
practice management skills.

The following information is included:

• AICPA Products and Services for CPA Financial Planners. A catalog of technical publications, 
software and CPE courses, and promotional and marketing materials published by the AICPA.

• Personal Financial Planning Software. A listing of commercially available software that can help 
streamline your practice.

• Books and Periodicals. A compendium of books and other publications on a full range of PFP 
topics, practice management, marketing and selling.

• Published Seminars. Information on scripted speeches that you can use to promote your PFP 
services.
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AICPA PRODUCTS AND SERVICES FOR CPA FINANCIAL PLANNERS

The products and services listed here are offered by the AICPA to help CPAs promote and profitably 
deliver quality PFP services. The product number is indicated at the right margin. For current pricing 
information, or to place an order, contact the AICPA Order Department at 1-800-862-4272, option # 1.

TECHNICAL PFP PUBLICATIONS - (PFP Library)

Guide to Retirement Planning 017207
Guide to Cash Flow Planning 017209
Guide to Planning for the Closely Held Business Owner 017202
Guide to Investment Planning 017111
Guide to Risk Management and Insurance Planning 017112
Guide to Planning for Divorce 017205
Guide to Registering as an Investment Adviser 017206
Guide to Communicating the Results of Personal Financial Planning Engagements 017218

PUBLICATIONS - MARKETING AND MANAGEMENT

PFP Practice Handbook 017108
Management of An Accounting Practice Handbook 090407
On Your Own! How to Start Your Own CPA Firm 012641
Strategic Planning: Step-by-Step Guide to Building a Successful CPA Firm 090402
Managing the Malpractice Maze 090380
Managing By The Numbers: Monitoring Your Firm's Profitability 090220
Tax Practice Management 029540
The Practicing CPA on Practice Development 092100
Persuasive Business Proposals 029923
How To Make It Big As A Consultant 029913
MAP Selected Readings 090406
Making the Most of Marketing 090063
The Marketing Advantage: How to Get and Keep the Clients You Want 090404
Winning Proposals: A Step-by-Step Guide to the Proposal Process 090390
Public Relations Guide for CPAs 889633
The Little Black Book Series — helps refresh basic business skills:

Little Black Book of Business Etiquette 029914
Little Black Book of Business Letters 029915
Little Black Book of Business Math 029916
Little Black Book of Business Meetings 029917
Little Black Book of Business Reports 029918
Little Black Book of Business Speaking 029919
Little Black Book of Business Statistics 029920
Little Black Book of Business Words 029921
Little Black Book of Project Management 029922
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PROMOTIONAL MATERIALS

Promotional Brochures

For distribution to clients or potential clients to educate them about your services.

Do I Need Personal Financial Planning 009151
Guide to Finding a Personal Financial Planner 017101
Invest in Your Future: Choose a Personal Financial Specialist 017130
Budget and Cash Flow Worksheet 889670
Find Out What You're Worth With Your Own Personal Financial Statement 889736
Keeping Financial Records 889488
Getting Started Financially 889489
Minimizing Homeowners' Expenses: Cost-Cutting Tips 889519
Planning for the Future: Your Social Security Benefits 890518
Personal Finances: Managing Through An Economic Downturn 890544
Managing Credit: Avoiding the Debt Trap 890820
Estate Planning: Protecting Your Family 890819
Saving for College: Easing the Financial Burden 890818
Retirement Planning: Achieving Financial Security for Your Future 890803
Good News for Good Samaritans: A Guide to Deducting Charitable Contributions 889490
Business Succession: Planning for a Change in Ownership 338694

Speeches

Designed for delivery to clients and civic or community groups.

Shaping Up Your Future With Personal Financial Planning 890644
Financial Recordkeeping: Organizing Your Past to Plan Your Future 889473
The Journey to Financial Independence 889474
Tips for Cutting and Containing the Costs of Owning a Home 890663
What You Should Know About Your Future Social Security Benefits 890662
Dealing With a Financial Downturn 890562
Control Your Credit Before It Controls You 890561
Estate Planning Tips for Individuals 890560
Planning and Saving for Your Child's College Years 890822
Achieving Financial Security for Your Retirement Years 890630
A Gift for Those Who Give, the Tax Benefits of Donating Time, Cash, and Property 889475
Succession Planning for Small Business Owners 890677

Seminar

Financial Planning in a Complex World 015203
Approximately 30-minute seminar, including a script and 40 four-color slides, overview of 
financial planning from a CPA's perspective.
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Client Booklets and Other Promotions

Settling an Estate: Understanding Probate and Estate Administration 009152
Accumulating Wealth: An Investing Primer 009153

Savings Guide 890557
Slide rule calculates savings required to reach financial goals and the effect of saving $100 per 
month at varying rates of return

Newsletters

CPA Client Bulletin G01005
CPA Client Tax Letter G01006

SOFTWARE

PFP Partner 2.0 016501
Upgrade from 1.0 016502

Automates many time-consuming calculations performed in a PFP engagement, including 5-year 
projected statements of net worth, 5-year cash flow projections, funding calculations for 
education, retirement and other user-specified goals, and insurance needs analyses.

Engagement Manager 1.2 016902
Upgrade from 1.0 016903

Records time and expenses, analyzes/revises estimates to complete, and creates reports to help 
evaluate engagement performance, track budget variances, time statistics, staff hours and other 
key areas.

PFP Library Volumes for the Audit Program Generator2 (APG2)
APG2 016297
Volume 1 016812
Volume 2 016827
Volume 3 016829

The library volumes, which operate with APG2, are designed to guide CPAs performing PFP 
engagements. Volumes 1 and 2 contain data gathering forms, engagement letters, checklists and 
worksheets. Volume 3 is an Automated Work Program designed to stimulate the user's thought 
process in developing more specific procedures and in gathering the necessary facts. APG 2 
includes a complete text editor and can also be used with a word processor to generate 
engagement letters, short memos, outlines and other documents.
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CONTINUING PROFESSIONAL EDUCATION

Self Study Courses

The following are a representative sampling of available CPE courses. Please refer to the AICPA Catalog 
of Publications and CPE Materials and periodic updates for a complete course selection.

Recommended Product
Title Level Format CPE Hours Number

Technical Topics

Personal Financial Planning - Comprehensive

Personal Financial Planning Basic Text 19 723590
(AMA) Text & 3.5" diskette 724930

Personal Financial Planning Intermediate DOS 3.5" (1.4MB) 8 701733
(MicroMash) Windows 3.5" (1.4MB) 701736

Personal Financial Statements Basic Text 8 731622

Estate Planning

Estate Planning I: The Small Basic DOS 3.5" (1.4MB) 8 701753
& Mid-Sized Estate 
(MicroMash)

Windows 3.5" (1.4MB) 701756

Estate Planning- 
Practical Applications

Intermediate CD-ROM 8 738010

Estate Planning Advanced Text 12 736529

Estate and Gift Taxation Basic Text 12 732505

Business Valuation Methods Intermediate Text 16 730491

Business Valuation Videocourse Basic 1 VHS Tape/Manual 10 180110
Additional Manual 350115

Investment Planning

Investment Essentials Basic CD-ROM 10 738030

Investing in Mutual Funds Basic 1 VHS Tape/Manual 8 180160
Videocourse Additional Manual 350160
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Title Level
Recommended 

Format CPE Hours
Product 
Number

Investment Strategies in 
the '90s

Basic Text 10 735916

Investment Strategies for Risk: 
Derivatives, Options, Straddles 
and Other Hedges

Basic Text 8 737075

Risk Management

What a CPA Should Know 
About Business Insurance

Basic Audiocassette/Workbook 
Additional Workbook

8 747514
747515

Retirement Planning

Retirement Planning:
Selected Readings

Basic Text 8 730550

Social Security for the 
Financial Professional

Basic Text 8 731168

Benefit Plans for Small Business Intermediate Text 8 732522

Specialized Topics

Education Funding Videocourse Basic 1 VHS Tape/Manual 
Additional Manual

8 180150
350150

Marriage, Divorce & 
Family Taxation

Basic Text 8 731230

Physicians, Dentists & 
Veterinarians 
(Services to Clients)

Basic 3 Audiocassettes/Workbook 
Additional Workbook

8 745336
745337

Business and Tax Planning with 
Limited Liability Companies

Basic Text 8 735943

Real Estate: Tax and 
Financial Planning

Basic Text 12 730590

Profitable Business Succession 
Planning Videocourse

Basic 1 VHS Tape/Manual 
Additional Manual

8 180416
350728
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Title Level Format
Recommended 

CPE Hours
Product 
Number

Employee Stock Ownership 
Plans — Practical Applications

Intermediate 3 Audiocassettes/Workbook 8 
Additional Workbook

751216
751226

The High Income Taxpayer Advanced Text 6 730611

Personal Service Corporations —
Using Them to Advantage

Advanced Text 12 736408

Marketing, Management and Personal Skills Development

Marketing And Selling

The I-Hate-Marketing-My- 
Practice Course for CPAs

Basic Text 8 730451

The I-Hate-Selling Course 
for CPAs: How to Make 
More Sales Systematically 
and Painlessly

Basic Text 8 731800

I-Hate-Selling: The Audiocourse Basic 8 Audiocassettes
& Study Guide

8 740081

Client-Centered Selling Skills Basic 1 VHS Tape/1 Discussion
Leader Guide/3 Participant 
Manuals

8/4 103207

Communication and Interpersonal Skills

How to Win With People
Package: Relationship 
Strategies

Basic Audiocassette/Workbook 8 710301

Communication Skills for
Managers

Basic Text 15 720566

Customer Service: The Key 
to Your Competitive Edge

Basic Text 8 737900

Effective Writing for 
Accountants 
(MicroMash)

Intermediate DOS 3.5"(L4MB)
Windows 3.5"(1.4MB)

8 700256
700260
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Title 
Number

Level Format
Recommended 

CPE Hours
Product

(MicroMash)

Writing for Accounting 
Professionals

Basic 1 VHS Tape/1 Discussion 
Leader Guide/3 Participant 
Manuals

Additional Manual
12/6 103635

103636

Other Practice Management Topics

CPA’s Guide to Navigating
Online

Basic Text & Online Contacts 16 739055

Starting a CPA Practice Basic Text 8 733103

Billing & Collection - Proven 
Strategies for the CPA

Basic Text 8 737135

How to Write a Business Plan Basic Text 19 724589

How to Put Your Business 
Plan Into Action

Basic Text 19 721592

Total Quality Management 
in Accounting and Finance

Basic Text 8 737070

Keeping Customers for Life Basic Text 9 720280

Managing the Customer 
Satisfaction Process Basic Text 9 720140

How to Write Dynamic 
Business Proposals

Basic Text 9 720030

How to Deliver Winning 
Presentations

Basic Text 15 721569

Pricing Your Product 
or Service

Intermediate DOS 3.5"(1.4MB)
Windows 3.5"(1.4MB)

8 703043
703047
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Personal Financial Planning Process Certificate of Educational Achievement Program

The PFPP CEA program, sponsored nationwide by state CPA societies, consists of five challenging courses 
(a total of 72 CPE hours) built around a real world, life cycle approach to PFP. Each course focuses on 
a specific aspect of the personal financial planning process, as summarized below:

• PFPP1 Putting the Process into Practice
• PFPP2 Wealth Accumulation and Management
• PFPP3 Fringe Benefits and Business Succession
• PFPP4 Wealth Utilization and Transfer
• PFPP5 Application and Implementation — A Case Study

For more information, contact your state CPA society or call the AICPA at (201) 938-3515.

Conferences

The AICPA annually sponsors two conferences devoted primarily to the needs of CPAs providing PFP 
services:

• PFP Technical Conference - the largest conference addressing the specific needs of CPA 
financial planners, offering technical and practice management sessions and recommended for 
CPAs with an advanced knowledge of PFP topics.

• AICPA Investment Planning Conference - focused specifically on investment planning issues 
and recommended for CPAs who advise clients bn investment decisions, monitor investment 
performance, make investment decisions for company funds or funds in employee benefit plans, 
or are interested in refining their personal investment strategy.

Other AICPA conferences that address a number of issues of interest to CPAs who provide PFP services, 
including the following:

• Tax Strategies for the High Income Individual
• CPA & the Older Client Conference (add-on to Tax Strategies for the High Income Individual)
• National Conference on Divorce
• Employee Benefits Conference
• Advanced Estate Planning Conference
• Marketing and Managing a Successful Tax Practice

For more information, please call the AICPA Conferences at 1-800-862-4272, option #1.
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PERSONAL FINANCIAL PLANNING SOFTWARE

The following list summarizes many of the commercially available software packages appropriate for PFP 
practices. Information about price and capability has been summarized from promotional materials and 
other information provided by the vendors. You should contact the software vendor directly to verify the 
current price and the suitability for your practice.

The listing is not all-inclusive and the products included here, other than those published by the AICPA, 
have not been reviewed or evaluated by the AICPA or any of its committees or subcommittees. 
Accordingly, the inclusion of a product here should not be construed as an express or implied endorsement 
of its suitability. This list will be updated in future editions of this handbook.
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BOOKS AND PERIODICALS

The following list summarizes many of the currently available books, journals, periodicals, newsletters, 
and services of interest to CPAs offering PFP services. The listing is not all-inclusive and the publications 
included here, other than those published by the AICPA, have not been reviewed or evaluated by the 
AICPA or any of its committees or subcommittees. Accordingly, the inclusion of an item here should not 
be construed as an express or implied endoursement of suitability. This list will be updated in future 
editions of this handbook.
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SERVICES

Estate Planning & Taxation Coordinator. The Research Institute of America.

Executive Compensation and Taxation Coordinator. The Research Institute of America.

Financial and Estate Planning. Commerce Clearing House.

Financial Planning. Prentice-Hall, Inc.

Fringe Benefits Tax Guide. Commerce Clearing House.

Individual Retirement Plans Guide. Commerce Clearing House.

Moody's. Moody's Investors Service.

Pension and Profit Sharing Reports. Prentice-Hall, Inc.

Pension Plan Guide. Commerce Clearing House.

Real Estate Coordinator. The Research Institute of America.

Tax Planning Strategies. Callaghan and Co.

Tax Management Financial Planning. The Bureau of National Affairs, Inc.

Tax Management Estates, Gifts and Trust. The Bureau of National Affairs, Inc.

Tax Planning for the Highly Compensated Individual. Warren, Gorham & Lamont, Inc.

Taxation for Financial Planning. The National Underwriter Co., Inc.

The Stanger Report. Robert A. Stanger and Co.

Value Line Investment Survey. Value Line, Inc.

NEWSLETTERS

Ernst & Young Financial Planning Reporter. Ernst & Young LLP.

The Gourgues Report. Harold W. Gourgues Co., Inc.

The Kiplinger Tax Letter. The Kiplinger Washington Editors, Inc.

Mutual Fund Forecaster. Institute for Econometric Research.

Planner. American Institute of Certified Public Accountants.

Real Estate Investment Ideas. The Research Institute of America.
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Review of Taxation of Individuals. Warren, Gorham & Lamont, Inc.

Tax Hotline. Board Room Reports, Inc.

JOURNALS AND PERIODICALS

The AAII Journal. American Association of Individual Investors.

Barron's. Dow Jones-Irwin.

Best's Review: Life/Health Insurance Edition. A.M. Best Co., Inc.

Best's Review: Property/Casualty Insurance Edition. A.M. Best Co., Inc.

Business Week. McGraw-Hill Book Co., Inc.

Changing Times. The Kiplinger Washington Editors, Inc.

Compensation Planning Journal. The Bureau of National Affairs, Inc.

Estate Planning. Warren, Gorham & Lamont, Inc.

Estates, Gifts and Trusts Journal. Tax Management, Inc.

Fee Advisor. Dow Jones Financial Publishing Corp.

Financial Planning. International Association for Financial Planning, Inc.

Financial World. Financial World Partners.

Financial Strategies. Financial Service Corp.

Forbes. Forbes, Inc.

Fortune. Time, Inc.

Investment Advisor. Dow Jones Financial Publishing Corp.

Investor's Daily. Investor's Daily.

Journal of Financial Planning. Institute of Certified Financial Planners.

Journal of Real Estate Taxation. Warren, Gorham & Lamont, Inc.

Journal of Taxation of Investments. Warren, Gorham & Lamont, Inc.

Money Magazine. Time, Inc.
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Personal Financial Planning. Warren, Gorham & Lamont, Inc.

Practical Financial Planning. Matthew Bender & Co., Inc.

Real Estate Tax Ideas. Warren, Gorham & Lamont, Inc.

Registered Representative. Plaza Communications, Inc.

Review of Taxation of Individuals. Warren, Gorham & Lamont, Inc.

The Tax Adviser. American Institute of Certified Public Accountants, Inc.

Tax Management Financial Planning Journal. The Bureau of National Affairs, Inc.

Trusts and Estates. Communications Channel, Inc.

Wall Street Journal. Dow Jones-Irwin.

BOOKS

Personal Finance

Aboobaker, M. The ABCs of Personal Financial Planning. Creative Services, 1995.

Allen, Paul. Personal Finance: An Integrated Planning Approach Study Guide. 3rd ed. Prentice Hall, 1993.

American College. Personal Financial Fact Finding. American College, 1992.

Beitler, Michael A. Wealth Building for Middle Income Americans. Continental Publishing, 1995.

Berg, Adriane G. Financial Planning for Couples: How to Work Together to Build Security & Success. 
Newmarket Press, 1993.

Berg, Adriane G. Your Wealth-Building Years: Financial Planning for 18-38 Year-Olds. 3rd ed. 
Newmarket Press, 1995.

Dorsey, Eileen. Lifetime Strategies: How to Achieve Your Financial Goals. Dorrance Publishing Company, 
Inc., 1993.

Dunnan, Nancy. Your First Financial Steps: Managing Your Money When You're Just Starting Out. Harper 
Collins Publishers, Inc., 1995.

Fife, Lynn H. Stop Making Money, Start Getting Rich: Financial Awareness for a Secure Business & 
Personal Wealth. Edited by Janet Lafferty. Evergreen Technology, 1995.
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The following are published seminar scripts, with slides, that may be appropriate for presentations to civic 
groups, professional organizations, executives, and other potential clients. The listing is not all-inclusive 
and the products included here, other than those published by the AICPA, have not been reviewed or 
evaluated by the AICPA or any of its committees or subcommittees. Accordingly, the inclusion of an item 
here should not be construed as an express or implied endorsement of its suitability. This list will be 
updated in future editions of this handbook.

• The Complete FINANCIAL MANAGEMENT WORKSHOP. Emerald Publications, San Diego, CA. 
(619) 592-6262.

• Building Your Financial Pyramid. Stock Financial Services, Houston, TX. (713) 486-9688.

• PFP Workshop. LINC, Inc., Nashville, TN. (615)242-7351.

• Financial Planning in a Complex World. American Institute of CPAs, New York, NY. (800) 862- 
4272, option #1 (Order Department).

• Goal Oriented Personal Financial Planning. Mayer, Hoffman & McCann, Kansas City, MO. (816) 
968-1000.
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