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”Independent Custodian” Rule Would Be

Solid First Step To Protecting Investors:
NAPFA believes the SEC must require investment advisory firms to use an independent custodian in order to protect consumers from fraud
ARLINGTON HEIGHTS, IL (February 26, 2009) – A recent hearing by the Securities and Exchange Commission (SEC) to address the Bernard Madoff scandal revealed the Commission may consider changing a long-held rule to better protect investors from potential fraud.  The change would require investment advisory firms use an “independent custodian” rather than a “qualified custodian” to maintain client assets.

The National Association of Personal Financial Advisors (NAPFA), the leading professional association of Fee-Only comprehensive financial advisors, is a vocal advocate for consumer protection, including the need for a fiduciary standard.  The move from a “qualified custodian” to an “independent custodian” is a change NAPFA would vigorously support.
 “We have seen what happens when there is a lack of oversight of advisors in the position to take advantage of those they are professing to help,” said Diahann Lassus, national chair of NAPFA.  “If the SEC is to protect investors from fraud, requiring advisors to use an independent custodian is a logical move.  It will provide for a system of ‘checks and balances’ and investors will be provided statements from a truly independent source.”

Lori A. Richards, Director, Office of Compliance Inspections and Examinations at the SEC made this recommendation to the Senate Committee on Banking, Housing and Urban Affairs on January 27, 2009.  During that hearing Senator Chris Dodd of Connecticut suggested that this change should have been made sooner.  NAPFA agrees.

“We have to protect consumers and restore confidence in the financial services industry.  The SEC and our elected leaders need to act now to pass this and other measures,” concluded Lassus.
If you are interested in discussing this and other issues with a NAPFA representative, please contact Benjamin Lewis at (301) 963-7555 or Benjamin.lewis@perceptiononline.com.

About NAPFA

Since 1983, The National Association of Personal Financial Advisors (NAPFA) has provided Fee-Only financial planners across the country with some of the strictest guidelines possible for professional competency, comprehensive financial planning, and Fee-Only compensation.  With more than 2,100 members across the country, NAPFA has become the leading professional association in the United States dedicated to the advancement of Fee-Only financial planning.

For more information on NAPFA, please visit www.napfa.org.
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