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June 20, 2018 
 
 
Office of the Secretary of the Commonwealth of Massachusetts 
Securities Division 
Attn.  Carol Ann Foehl, Esq. 
One Ashburton Place, Room 1701 
Boston, MA 02108 
 
Re:  Proposed Fee Table for State-Registered Investment Advisers 
 
Dear Ms. Foehl: 
 
The Financial Planning Association® (FPA®) appreciates the opportunity to comment regarding 
the Massachusetts Securities Division Preliminary Request for Public Comment on Proposed Fee 
Table for State-Registered Investment Advisers released on February 7, 2018.  
 
FPA® is the largest membership organization for Certified Financial Planners (CFP®) and those 
who support the financial planning process in the U.S. with over 23,000 members nationwide 
and 868 members in Massachusetts.  Many members of the FPA® of Massachusetts chapter are 
registered with the state of Massachusetts as investment adviser representatives, broker dealer -
registered representatives, and/or insurance agents.  With a national network of 88 chapters and 
state councils, FPA® represents tens of thousands of financial planners, educators and allied 
professionals involved in all facets of providing financial planning services.  
 

Summary 
 

FPA shares the Division’s belief that increased transparency would allow consumers to better 
compare advisor services and fees.  FPA believes that increased transparency will also be 
beneficial to the financial services industry.  Increased transparency will lead to increased 
consumer trust and more consumers seeking financial services.  However, FPA believes the fee 
table, as proposed, would not accurately reflect the range of services and business models offered 
by financial planners and may create additional confusion.  FPA suggests that the Division 
consider alternative fee and service disclosure proposals that would provide consumers with 
more accurate and personalized information.   
 
FPA is also concerned that that the proposed fee table would only apply to Massachusetts-
registered investment advisors.  As a result, additional burdens and costs will be borne by 
smaller state-registered advisors vis-à-vis larger SEC-registered advisors, broker-dealers and 
insurance agents.  In addition, consumers would be unable to compare fees and services of 
Massachusetts-registered advisors to non-Massachusetts-registered advisors, thus limiting the 
effectiveness of the proposed rule. 
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Finally, FPA is concerned that advisors are misidentifying the services they provide as “financial 
planning” and that the proposed fee table may encourage increased misuse of the term to justify 
higher fees.  FPA requests that the Division takes steps to disallow advisors to misidentify 
themselves as providing “financial planning” services when they are not doing so. 
 

Discussion 
 

I. The Proposed Fee Table Does Not Reflect the Range of Business and Fee Models 
Being Utilized by Financial Planners and May Be Confusing to Consumers. 

 
FPA members understand that each client’s situation is unique based on their individual 
circumstances, goals, risks, expectations and concerns.  Financial planners have been at the 
forefront of developing new service and fee models that allow consumers access to professional 
financial planning services, regardless of net worth or the value of a client’s investment portfolio.   
 
Unfortunately, the FPA believes the proposed fee table does not accurately capture the range of 
business models that financial planners use when working with clients and may actually confuse 
consumers.   
 
Here are a few examples that may lead to consumer confusion:    
 

1) Advisor A charges assets under management (AUM) fee that includes ongoing portfolio 
management and financial planning services.  Advisor A also offers one-time financial 
planning services for an hourly fee.  Advisor B charges an AUM fee for ongoing 
portfolio management and financial planning services, but does not offer hourly financial 
planning advice.   

a) A consumer seeking hourly financial planning advice may mistakenly believe that 
Advisor A will charge both an AUM and an hourly fee for the service and rule out 
Advisor A as a potential advisor. 

b) Another consumer compares the fee tables of Advisor A to Advisor B.  The 
consumer may mistakenly believe Advisor B is offering a “better value” because 
there is no hourly fee listed. 

 
2) Advisor A offers to provide comprehensive financial planning services under an hourly 

fee model and charges $200 per hour.  Advisor B offers the same services under a 
subscription fee model for $50 per month.  Advisor C offers the same services for 0.35% 
of a client’s net worth.  The fees that a consumer would be charged based on each model 
would be very different based on the scope and complexity of the work, value of the 
investment portfolio, and net worth.  The consumer would not be able to determine which  
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model is most beneficial to her based solely on a review of the fee tables provided by 
each Advisor. 

 
3) Advisor A charges $200 per hour to produce a one-time financial plan.  Advisor B 

charges $175 per hour to produce a one-time financial plan.  Advisor A is able to produce 
the same quality financial plan in 10 hours versus 15 hours by Advisor B through the use 
of account aggregation and other technology tools that are not being utilized by Advisor 
B.  A consumer may mistakenly believe that it would be less costly to work with Advisor 
B based on the hourly fee alone. 
 

4) The fee table does not reflect the total costs to the consumer of implementing an 
advisor’s recommendation.  For example, surrender charges may be incurred by a client 
for selling specific securities to implement a plan.  These types of charges are specific to 
each client. 

 
5) The fee table does not reflect soft dollar compensation to an advisor (any research or 

other benefits received in connection with client brokerage that qualifies for the “safe 
harbor” of Section 28(e) of the Securities Exchange Act of 1934). 

 
For these reasons, FPA respectfully recommends that the Division consider alternatives to the 
proposed fee table that would provide consumers with more accurate estimates of the fees they 
will pay and the services that will be provided, regardless of the business or fee model the 
advisor uses.  FPA recommends the below: 
 

1) The Division require advisors to provide the following information to clients when 
engaging with clients or prospective clients, upon request.  These requirements are 
adopted from the Code of Ethics and Standards of Conduct of the Certified Financial 
Planner Board of Standards Inc. (CFP Board)1: 

a) A description of the services and products to be provided; 
b) How the client pays for the products and services, and a description of the 

additional types of costs that the client may incur, including product management 
fees, surrender charges and sales loads; 

c) How the advisor, the advisor’s firm and any related party are compensated for 
providing the products and services; 

d) When provided financial planning services, the advisor must provide the terms of 
the engagement between the client and the financial planner, including the scope  
 

                                                
1 Certified	Financial	Planning	Board	of	Standards	Inc.	Code	of	Ethics	and	Standards	of	Conduct			https://www.cfp.net/docs/default-source/for-
cfp-pros---professional-standards-enforcement/CFP-Board-Code-and-Standards 
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of engagements and any limitations, the periods during which the services will be provided, and 
the client’s responsibilities.   
 
II. New Service and Fee Disclosures Should Apply to All Massachusetts Advisors 

 
If the Division decides to move forward with a fee/service table or alternative method of 
disclosure, FPA recommends that the Division apply the disclosure to all RIAs, broker-dealers 
and insurance agents serving Massachusetts customers, not just state-registered investment 
advisors.   
 
By applying the new requirement only to state-registered advisors, the Division is placing 
additional regulatory burdens on relatively small advisors vis-à-vis larger SEC-registered 
advisors, broker-dealers and insurance agents.  In addition, limiting the type of advisors required 
to provide the new disclosure may increase the misperception some consumers have that they do 
not pay their advisors for financial services.   
 
If the Division does not have the authority to extend a new fee and service disclosure 
requirement to all providers of financial services in Massachusetts, FPA recommends the 
Division work with the Securities and Exchange Commission to fix Form ADV, Part 2A. This 
could be accomplished by combining Section 4, which describes services and Section 5, which 
describes fees.  A description of the fees should follow each service offering.  Currently, 
consumers have to refer to Section 4’s service offerings and then several pages later refer to 
Section 5 for a description of fees for that service offering.  When firms have multiple service 
offerings, this can be particularly confusing for consumers. 
 
III. Advisors Should Not Be Allowed to Offer “Financial Planning” in Order to Justify 

Higher Fees Unless Certified To Do So 
 
In its Preliminary Request for Public Comment, the Division recognizes that there is an 
“increasing emphasis on financial planning” in the financial services industry.  This is not  
surprising, since research demonstrates that consumers want and benefit from comprehensive 
financial planning.2 
 
Unfortunately, a lack of regulation of financial planners allows significant numbers of advisors, 
spurred by economic incentives, to hold themselves out to consumers as financial planners or 
 
                                                
2	ORC	International,	CFP	Board	Financial	Adviser	Consumer	Survey,	Aug.	2013,	available	at	http://cfp.net/docs/news-events---research-facts-
figures/cfp-board-consumer-adviser-survey-orc-research_1-0.pdf.	The	report	presents	the	findings	of	an	online	survey	conducted	among	a	
sample	of	1,012	adults.	Interviewing	for	this	survey	was	completed	in	August	2013.	Results	are	weighted	by	age,	gender,	region,	race	and	
education	to	be	representative	of	the	U.S.	adult	population.		
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without actually providing financial planning services or meeting basic competency and ethical  
standards.3   In fact, industry research shows that over 100,000 financial service providers 
incorrectly self-identify as members of a financial planning practice, but do not actually offer 
comprehensive financial planning services.  As a result, consumers are confused and harmed 
when they seek out financial planning services and do not actually receive them. 
 
FPA is concerned that by allowing financial service providers to use the term “financial 
planning” in the proposed fee table without adequately defining the term or who may hold 
themselves out as financial planners, the Division would inadvertently add to the confusion in 
the marketplace and may encourage financial service providers to misidentify themselves as 
financial planners to justify higher fees. 
 
FPA respectfully recommends that the Division help consumers identify competent and ethical 
financial planners when reviewing the proposed fee and service table.  FPA proposes that the 
Division require anyone who implies to provide financial planning services hold a designation 
from an accredited certifying body and, at a minimum, include rigorous ethical and 
professional standards, thorough education and examination requirements to first obtain the 
designation, and ongoing continuous education requirements to maintain the certification. 
 
For example, financial planners who obtain the CERTIFIED FINANCIAL PLANNERTM 
credential have met educational and professional experience requirements, passed a rigorous 
exam designed to test for competencies in financial planning, and maintain continuing 
education.  The CFP® credential is enforced through a disciplinary process with publicly 
available sanctions including documented revocation of the CFP® certification.   Additionally, 
CFP® professionals are obligated to provide financial planning services under a fiduciary 
standard of conduct. The CFP® certification is one of only six financial services designations 
accredited by the National Commission for Certifying Agencies.  
 
FPA believes the best way to protect consumers and mitigate the confusion between financial 
planning and other types of financial services are to require that all financial advice provided to 
Massachusetts consumers be provided under a true fiduciary standard of care, which would 
require the advice to be made without regard to the financial services provider’s compensation 
and which best matches the needs and objectives of the consumer. Additionally, anyone 
holding themselves out as a financial planner in Massachusetts should be required to be 
certified with an accredited designation. 
 
 

                                                
3	Financial	Planning	Coalition,	Consumers	Are	Confused	and	Harmed:	The	Case	for	Regulation	of	Financial	Planners,	available	at		
http://financialplanningcoalition.com/wp-content/uploads/2014/06/Financial-Planning-Coalition-Regulatory-Standards-White-Paper-Final.pdf	
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Conclusion 

 
FPA is committed to working with the Division on this and other regulatory efforts. We 
appreciate the opportunity to comment on the Massachusetts Securities Division Preliminary 
Request for Public Comment on Proposed Fee Table for State-Registered Investment Advisers.  
If you have any questions regarding this letter, please contact Josephine M. Colacci, Esq., 
Public Policy Counsel, FPA with any questions at 303-759-4900 or jcolacci@onefpa.org. 
 

Sincerely, 
 

Lauren Schadle, CAE 
Executive Director/CEO 
FPA® 
 


