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The information and content contained herein are examples and 

illustrations only. This presentation is not intended to provide legal, tax, or 

specific investment or financial advice. Individuals should consult their 

financial advisor, attorney, trustee, or tax professional for advice on any of 

the topics contained herein.



Risk Concepts
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Centered 

Planning
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NGA Standard 18

National Standards
Fiduciary 

(Conservator/Trustee)
of the Estate: Responsibilities 

• The Fiduciary shall develop and implement a financial plan and 

budget for the management of income and assets that 

corresponds with the care plan for the person and aims to address 

the goals, needs and preferences of the person. The Fiduciary of 

the estate and the guardian of the person (if one exists) or other 

health care decision-maker shall communicate regularly and 

coordinate efforts with regard to the care and financial plans, as 

well as other events that might affect the person.

• Fiduciary shall value the well-being of the person over the 

preservation of the estate.

• Fiduciary shall maintain the goal of managing, but not necessarily 

eliminating, risks.

• The financial plan shall emphasize a “person-centered philosophy”.

• “Needs-Based Approach to Financial Decisions” embodies all of 
these principles and best maximizes the client’s welfare.
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Estates Code: 1161.002

STANDARD FOR MANAGEMENT AND INVESTMENT OF ESTATE  

(a) In acquiring, investing, reinvesting, exchanging, retaining, selling, 

supervising, and managing a ward's estate, a guardian of the estate shall 

exercise the judgment and care under the circumstances then prevailing 

that a person of ordinary prudence, discretion, and intelligence exercises in 

the management of the person's own affairs, considering the probable 

income from, probable increase in value of, and safety of the person's 

capital.  The guardian shall also consider all other relevant factors, 

including:

• (1)  the anticipated costs of supporting the ward;

• (2)  the ward's age, education, current income, ability to earn 

additional income, net worth, and liabilities;

• (3)  the nature of the ward's estate;  and

• (4)  any other resources reasonably available to the ward.

(b)  In determining whether a guardian of the estate has exercised the 

standard of investment required by this section with respect to an 

investment decision, the court shall, absent fraud or gross negligence, 

consider the investment of all the estate assets over which the guardian 

has management or control, rather than considering the prudence of only a 

single investment made by the guardian.

Texas Estates Code
Person Centered Planning
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Comprehensive
Person Centered

Special Needs
Planning

Traditional Financial Planning Needs Based Planning
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Person Centered Planning is…
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Risk ConceptsD-1: Due Diligence
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Due Diligence: Investor Protection Rule

START WITH A BACKGROUND CHECK
Find your advisor’s details at BrokerCheck.FINRA.org\ 
and the advisor page of the Securities and Exchange 
Commission. These sites provide details on disciplinary 
actions, years of experience, and the states in which he 
or she is licensed to offer investments.

1 ASK IF YOUR ADVISOR IS A FIDUCIARY
It’s best to confirm in writing that your advisor is 
placing your best interests before his/her own. 

2

DETERMINE HOW YOUR ADVISOR IS PAID
Ask advisors how they are compensated for their work. 
Are you paying an hourly fee, a monthly subscription 
cost or a percentage based on the assets they manage 
for you? Find out if your advisor gets a commission for 
the sale of mutual funds, insurance and annuities.

3
KNOW WHERE YOUR MONEY IS KEPT
Some large broker-dealer firms hold your
assets in custody because you have a 
brokerage account with them. Independent
fee-only advisors will likely hold your assets
at a custodian, such as TD Ameritrade or Charles 
Schwab.

4

GET TO KNOW YOUR ADVISOR’S QUALIFICATIONS
The best-known credentials require extensive study and 
practical experience. They also denote an area of 
specialization for your advisor. Some noted credentials: 
the Chartered Financial Analyst® and CERTIFIED 
FINANCIAL PLANNERTM

5HOW WELL DO YOU KNOW YOUR 

FINANCIAL ADVISOR?

Source: 2016 CNBC.com reporting by Darla Mercado; Data from RIA in a Box, Financial Industry Regulatory Authority. 
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Caring for Aging 
Parents, With an 
Eye on the Broker 
Handling Their 
Savings

August 24, 2018 | Sara Naomi 

Lewkowicz for The New York Times

03
In August 2017, the broker had sold two-thirds of the portfolio, or about $822,000, and then reinvested most of the 

proceeds, yielding about $47,600 in commissions.

04
The broker was selling stocks in small batches multiple times a day. In April 2017, he sold between 75 and 125 shares 

of Exxon eight times in one day, rather than all at once, generating commissions on each sale.

06

J.P. Morgan had canceled 681 of the 1,499 transactions for 2017, crediting about $84,000 in commissions. That left 

818 trades and commissions totaling about $44,000 for the year — about 3.8 percent of the account’s value, still triple 
what many financial planners would charge.

07
Brokers are only paid each time they conduct a transaction; their interests are not necessarily aligned with those of 

their clients

05
Ms. Dewart also discovered that the Exxon stock and other investments were being held in a margin account. She said 

she never approved opening such an account.

08
Brokers are not necessarily fiduciaries, meaning they do not always have to act in a client’s best 
interest. Instead, brokers typically only have to recommend investments that are “suitable.”

01
Tracey Dewart helped oversee her father’s brokerage account. A close look at one monthly statement led her to 
uncover a pattern of unauthorized trades and excessive commissions.

02

The account, worth roughly $1.3 million at the start of 2017, had been charged $128,000 in commissions 
that year — nearly 10 percent of its value, and about 10 times what many financial planners would charge to manage 

accounts that size.
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Due Diligence: Who is my Advisor
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Broker Check (FINRA)

www.brokercheck@finra.org (FINRA) 

Investment Advisor Disclosure (SEC)

www.adviserinfo.sec.gov (Government) 
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Looking solely at the median cost of hiring an adviser can be deceiving.

These numbers are just the cost of hiring an adviser, and don’t take into account other fees that investors pay. The biggest are fees on 

mutual funds and other investments.

*Adapted from Bloomberg Inside Information 2017 Planning Profession Fee Survey

Median annual fee
on assets for financial advice, by portfolio size*
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Below $250,000

The Cost
of Hiring

a Financial 
Advisor

• A  survey of almost 1,000 financial 

advisers has shed light on what U.S. 

investors are actually paying and 

what they’re getting in return. 

• Inside Information, an adviser 

newsletter, asked advisers about a 

variety of costs to clients, including 

investment fees, trading costs, and 

financial planning fees.

• The sample was limited almost 

entirely to independent advisers, 

who tend to charge more 

transparent fees than brokers or 

insurance agents paid on 

commission.
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*Adapted from Bloomberg Inside Information 2017 Planning Profession Fee Survey

Median annual cost
of financial advice and investment services, by portfolio size*
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to Investors

If you add up all the costs 

paid by investors, including 

trading costs and platform 

fees, the total is a lot higher 

than 1 percent.

Looking solely at the median cost of hiring an adviser can be deceiving.

These numbers are just the cost of hiring an adviser, and don’t take into account other fees that investors pay. The biggest are fees on 

mutual funds and other investments.
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Information obtained from “Shedding Light on ‘Invisible’ Costs: Trading Costs and Mutual Fund Performance” by Roger Edelen, Richard Evans and Gregory Kadlec.

Be aware of the advisor who only quotes 
their front-end fee.  Ask for “ALL IN” fee 
quote, including internal costs.

“If You Can’t Understand It In 
30 Seconds, Don’t Buy It” 01

02 03 04

What products does the 

advisor use? 

Products Turnover Commissions or Fees

05 06 07

What spreads are in the 

quoted cost of purchase or 

sale? 

Spreads Investments Profits
How much turnover is in 

the portfolio? 

Do they charge any 

additional commissions or 

fees? 

Turnover

↓
Taxes

↓
Higher accounting costs 

Do they invest in 

structured products, 

private placements, or 

alternative investments 

Beware of Financial Products
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Investment Platforms

Traditional / Transactional Broker
• Beware of Commissions and Suitability Standard

• Beware of non-compliance UPIA & PC §2574 Investing.

Mutual Fund / Mutual Fund Supermarket / UIT’s
• UIT’s: High internal fees & Upfront Costs – not managed

• Beware of Non-Transparent Costs of Mutual Funds

• Not PC §2574 Compliant.

Separately Managed Account (SMAs)
• Beware of high frequency transactions

• Beware of high costs for court accountings (hidden fees)

• May unintentionally violate PC §2574 (Foreign Ordinary shares).

Delegation / Discretionary Accounts
• Fiduciary Standard = Low Costs, Best Interest Standard, & Best Liability Protection.

14
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Mutual Funds: Annuities:
Municipal 
Bonds: 

Unit Investment 
Trust (UIT): 

Average Expense 
Ratio (0.54%)* 

+ 

Average Mutual 
Fund Trading Cost 
(1.44%) 

+ 

Advisor Fee 
(1.00%)

= 

2.98% 
Total “All In” Cost

Annual Fees

~2% 

+ 

Upfront Fee to 
Selling Agent

6% 

+ 

6.50%
Surrender charge 
if fund is sold early

Pay 2x as much for 
Muni vs Corporate 
bond

1.73%
or $1,730 Muni 
Spread 

vs. 

0.87% 
or $870 Corp 
Spread per $100K

Typical 24-Month UIT 
Sales Charge: 1.00% 
Initial (upfront),

50bps C&D Fee + 
2.95% Deferred 

= 

3.95%
Total

Fees of High-Cost Investment Products
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Risk ConceptsD-2: Depletion Analysis
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List All Monthly Income List All Monthly Expenses

• Identify if Income is short term, 
intermediate or long term

• What is the COLA/Inflation adjustment?

• Are there any one time deposits?

• Identify if Expenses are short term, 
intermediate or long term

• What is the COLA/Inflation adjustment?

• Are there any big ticket expenses?

How to Set Up a Spending Plan / Budget

17
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Spending Plan Basic Planning Steps (Financial Assessment)

Identify and Prioritize Goals

1. Identify as Short-Term (ST), Intermediate 

Term (IT), or Long-Term (LT)

2. Quantify, Prioritize and Set a Timetable 

for Each Goal

3. Determine Plan of Action

4. Establish Benchmarks to Measure 

Whether you are Achieving your Goals

5. Determine Most Appropriate Legal and 

Financial Tools to Achieve Goals

List Resources and Expenses

1. Determine your Net Worth (Assets – Liabilities = 
Net Worth)

a) Assets (Liquid, Retirement, Non-Liquid, Other)

b) Liabilities (Secured or Unsecured)

2. Determine Income Sources and Earnings 
(Income = Earned and Unearned)

a) Parents’ Income Sources (Adjustments to 
Income)

b) Child’s Income Sources (Government Benefits 
or Employer Wages)

i. Identify Other Public Resources Available 
(Entitlement or Public Benefit Programs)

c) Determine Your Expenses (Fixed, Variable or 
Discretionary)

i. Parents’ Expenses 
(https://bettermoneyhabits.bankofamerica.c
om/en)

ii. Child’s Expenses 
(https://www.ml.com/special-needs-
financial-services.html) 18
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Spending Plan Basic Planning Steps (Financial Assessment)

Identify Planning Gaps Identify Strategies to Fill the Gaps

1. Identify Goals and Available Resources

2. Then Identify Shortfalls that Will 

Prevent Family from Achieving Goals

3. Common Gaps in Financial & Legal 

Planning

a) Premature Death or Disability of 

Parent 

b) Not Having Adequate Savings to 

Meet Goals Lifetime Goals

c) No Legal Documents in Place

d) Not Taking Advantage of Benefit 

Programs Available

4. Other Common Gaps in Care 

Management

a) Uncertainty of Child’s Future 
Abilities and How to Plan

b) No Individuals Available for 

Successor Caregiver

1. Identify Strategies to Fill the Gaps

a) Financial and Legal Gaps When 

Parent Dies

b) Create Estate Plan Coordinated with 

Life Insurance to Fill Parent Death 

Gap

2. Implement a Coordinated Plan of Action & 

Create a Letter of Intent (LOI)

a) Don’t Get Overwhelmed or 
Overanalyze >> Leads to 

Procrastination >> Leads to Doing 

Nothing

b) Share Steps of Implementation Plan 

& LOI with Others

3. Periodically Review & Monitor Plan 

(Deeper Review to Coordinate with 

Timeline: 3, 15, 18 and 21)

a) Needs of Individual will Change

b) Financial Situation of Family will 

Change 19
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What-If

Scenarios

Goal Funding

Status

Net Worth

Statement

Analysis Education 

Analysis

Stock Options 

Analysis

Asset Allocation

Analysis

Review

the Plan

Financial Modeling Capabilities

Analyze and evaluate the client’s current financial status to help you 
gain a greater understanding of where your client is in relation to 

his/her goals and what you can do to pursue them. 
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Determine “Wish List”
of Needs/Wants

Collaboration with 

Expert Professionals
Alternative Solutions

(Placement)
Prioritization

Optimization and Forecasting

21
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Code of Ethics 17. (b)
17. Guardian of the Estate Initial and Ongoing Responsibilities

• (b) The guardian must prepare a financial plan and budget 

that corresponds with the care plan for the ward. The 

guardian of the estate and the guardian of the person (if 

one exists) or other health care decision-maker must 

communicate regularly and coordinate effort with regard 

to the care and the financial plans, as well as other events 

that might affect the ward. 

Certified Guardians
Code of Ethics (COE) and 
Minimum Standards for 

Guardianship Services
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Explore Ways to Pursue Goals: Analysis

A sophisticated forecasting tool that can:

• Illustrate your savings/investing goals, potential 

future wealth, and projected cash flows

• Demonstrate how changes to key variables—
income, age, and savings—can affect your 

likelihood of success

• Help you plan for an income stream 

in retirement

An Analysis can help you assess your 

retirement strategy and test different savings 

and withdrawal scenarios.

23
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A goal-feasibility analysis that helps you:

• Answer the question, “How much might I need 
today to pay for this goal in the future?”

• Identify potential funding shortfalls or 

surpluses

• Track your progress toward meeting your 

individual and aggregate goals

A Goal Funding Status analysis helps you 

understand the cost of your goals and how 

well positioned you are to meet them.

Explore Ways to Pursue Goals: Goal-Funding Status
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An easy-to-read sensitivity report aids discussion through:

• Assessment of your ability to meet stated goals by comparing a range 

of different market forecasts

• Insights into potential trade-offs you may need to consider in order to 

fund your goals

• A view of a range of projected portfolio balances for each year of your 

financial forecast

• Helping to decide what settlement to take

A What-If Scenario helps you examine the impact of alternate 

structure settlements, retirement dates, investment strategies, 

and more. Tool to build a decision framework.

Explore Ways to Pursue Goals: What-If Scenario

25
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Testing the Budget/Spending Plan

Age, Life 
Expectancy 

RATED AGE and 
Actuarial Life 
Expectancy

Inflation Taxation Risk Tolerance
Various levels

Probabilistic 
Forecasting*

How likely is the 
proposed budget to 

be fulfilled?

How likely are 
alternative scenarios?

26For Professional Fiduciary Use Only – Not for Distribution to the Public

*Monte Carlo simulations are the result of running a large number of random scenarios in an attempt to determine the most probable performance results of a 

given portfolio. These simulations may be based not only on past performance information, which is not indicative of future results, but they may also be based 

on hypothetical performance for certain periods and for certain underlying funds or accounts. No representation has or could be made that these probabilities 

will be representative of an actual account. 



Budget/Spending Plan Potential Achievable Lifestyle

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

80% - 85%
Indicates your 

desired 
probability of 

success 
threshold

Overall Likelihood of Success Potential Achievable Lifestyle

The chart helps to illustrate an estimated sustainable annual spending amount from retirement age until 

the end of the analysis before running out of money under various scenarios. 

$60,322 

$72,948 

$80,204 

80% Likelihood 50% Likelihood 30% Likelihood

27

For Professional Use Only – Not for Distribution to the Public. This slide is illustrative only and not intended to provide 

specific advice relative to the construction, maintenance, investments or fees of a special needs trust. This presentation 

is not intended to provide legal, tax, or specific investment or financial advice.



Risk ConceptsD-3: Determination of Risk
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Longevity Risk

Withdrawal Risk 
Market Risk: 
          Sequence of Returns Risk:

Inflation Risk 

Determine How to Address the Risks in your Plan



Risk Allocation Framework

The needs, circumstances, age and financial risk 
tolerance of the beneficiary will determine the 
appropriate risk level of the client’s investment

Risk and Return Trade-Off 

Stable, low-risk investments [a low ‘fear factor’] versus 
achieving a higher annual budget to improve the 
beneficiary’s lifestyle and combat the effects of 
inflation.  

Combine safety and surety for short-term needs with 
higher-yielding investments dedicated to achieving long-
term goals.  

• Ex: Combination of  cash savings accounts with short term 
bonds and high-quality stocks.

Source: Uniform Law Commission Website

Risk
Determination
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Investment Risk Models

EQ, 47.00%

FI, 49.00%

CA, 4.00%

Target Asset
Allocation

(Moderately Conservative)

EQ, 88.14%

FI, 6.20%

HFS, 3.86% CA, 1.80%

Current Asset
Allocation
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Evaluating your tolerance for risk

32

These five investor profiles can serve as a starting point to help evaluate your tolerance for risk, helping you to decide 

on your portfolio allocations.
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Source: Chief Investment Office, Portfolio Analytics calculations based on Society of Actuaries, 2012 Individual Annuity Mortality Tables, Basic.

Chance of one person in a 65-year-old married couple living until…

Age 92

50%
Chance

Age 97 Age 100

Longevity Risk

25%
Chance

10%
Chance



“By far the most insidious damage to trust assets comes 
from inflation. If trustees cannot invest in modalities 

that exceed the rate of inflation in return, the inevitable 

result is diminution of the corpus of the trusts they 

manage. The beneficiaries of trusts so restricted lose in 

all ways, both with respect to income and principal.” 

– Uniform Law Commission

Inflation

Source: Uniform Law Commission Website

Effect of 
Increasing 
Expenses

34
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Inflation Risk



Year Age Expenses

2020 31 ($66,625)

2021 32 ($68,071)

2022 33 ($69,548)

2023 34 ($71,057)

2024 35 ($72,599)

2025 36 ($74,174)

2026 37 ($75,784)

2027 38 ($77,429)

2028 39 ($79,109)

2029 40 ($80,825)

2030 41 ($82,579)

2031 42 ($84,371)

2032 43 ($86,202)

… … $...

2047 58 ($118,951)

2048 59 ($121,532)

2049 60 ($124,170)

2050 61 ($126,864)

2051 62 ($129,617)

2052 63 ($132,430)

2053 64 ($135,304)

2054 65 ($138,240)

2055 66 ($141,239)

2056 67 ($144,304)

2057 68 ($147,436)

2058 69 ($150,635)

2059 70 ($153,904)

2060 71 ($157,244)

Assumes annual inflation rate of 2.17%

40 Years = Starts at $66,625 and Ends at $174,529

Expenses increase $107,904 (162% increase)

Client can no longer afford

• Therapies

• New Adaptive Vans

• Home Maintenance

• Prostheses

• Caregivers

• Payments to family

• Assisted Living or Skilled Nursing

Source: Merrill Lynch Wealth Management Report

Inflation

Effect of Increasing Expenses

36
For Professional Use Only – Not for Distribution to the Public. 
For Professional Use Only – Not for Distribution to the Public. This slide is illustrative only and not intended to provide specific advice relative to the construction, maintenance, investments or fees of a special 

needs trust. This presentation is not intended to provide legal, tax, or specific investment or financial advice.



Withdrawal Risk

How much can a client draw down a portfolio each year?

The 4% rule is not universal. 

“Many in the industry advocate the ‘4% 
rule,’ which states that clients can 
realistically afford to spend 4% of their 

wealth each year. We find this rule overly 

simplistic. What we believe is more 

nuanced guidance regarding the rate at 

which a retiree can sustainably spend. This 

is critically dependent on a client’s age 
and risk tolerance. Thus, we believe there 

is no one-size-fits-all guidance for 

spending rates.“

– Chief Investment Office

Source: Chief Investment Office, Portfolio Analytics, “Beyond the 4% rule: Determining sustainable retiree spending rates,” January 2021. 



Sequence of Returns Risk

Leading up to your years in retirement, the order of your 

returns has no impact on your savings. 

Client 1: 

Down market at the end

Client 2: 

Down market initially

Year 1 24% -20%

Year 2 18% -8%

Year 3 14% -6%

Year 4 12% 4%

Year 5 8% 6%

Year 6 6% 8%

Year 7 4% 12%

Year 8 -6% 14%

Year 9 -8% 18%

Year 10 -20% 24%

Value at end 

of year 10
$1,538,846 $1,538,846

Accumulation: While saving Retirement: While spending

$1 million

Average rate

of return: 5.2%

Composition:

50% stocks, 

50% bonds

Distribution: $50,000 annual withdrawal

Client 1: 

Down market at the end

Client 2: 

Down market initially

Year 1 24% -20%

Year 2 18% -8%

Year 3 14% -6%

Year 4 12% 4%

Year 5 8% 6%

Year 6 6% 8%

Year 7 4% 12%

Year 8 -6% 14%

Year 9 -8% 18%

Year 10 -20% 24%

Value at end 

of year 10
$1,074,455 $630,178

However, negative returns early in retirement can be a 

serious detriment to your sustainable income.

Source: Bank of America Retirement & Personal Wealth Solutions.

These charts are illustrative only. They do not reflect the return of any particular investment. Investment returns will vary. 

This is not based on actual performance.

No distributions



Risk ConceptsD-4: Diversification
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Stocks and Bonds: Risk versus return 1970-2022



How Asset Allocation & Diversification Affects Risk and Return

42

Combining assets with low or negative correlation* can potentially improve the risk and return of your portfolio over 

the long term

Source: Investment Solutions Group Chief Investment Office (ISG CIO). Example shown is for illustrative purposes only and is not representative of any specific investment. Return is the Annual Arithmetic Average, Risk is the Annual Standard Deviation. 

Monthly returns used for the correlation scenarios are randomly generated assuming a normal distribution with the specified mean return, standard deviation and correlation coefficient for an hypothetical 25 year period (300 monthly values). Asset 

allocation does not assure a profit or protect against a loss in declining markets. *Standard deviation is a measure of the dispersion of a set of data from their mean. Applied to the periodic rate of return of an investment, it is a measure of its volatility. The 

greater the dispersion, the higher the volatility or risk of that investment. MAP3487605



Reduction of risk over time 1926–2020
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Diversification does not ensure a profit or protect against loss in declining markets



Risk ConceptsD-5: Delegation
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Delegation & Liability
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117.011.  DELEGATION OF INVESTMENT AND MANAGEMENT FUNCTIONS

(a) A trustee may delegate investment and management functions that a 

prudent trustee of comparable skills could properly delegate under the 

circumstances.  The trustee shall exercise reasonable care, skill, and 

caution in:
(1) selecting an agent;   (2) establishing the scope and terms of the delegation, 

consistent with the purposes and terms of the trust;  and   (3) periodically 

reviewing the agent's actions in order to monitor the agent's performance and 

compliance with the terms of the delegation.

 

(b)  In performing a delegated function, an agent owes a duty to the trust 

to exercise reasonable care to comply with the terms of the delegation. 

(c)  A trustee who complies with the requirements of Subsection (a) is not 

liable to the beneficiaries or to the trust for the decisions or actions of the 

agent to whom the function was delegated, unless:

 (1)  the agent is an affiliate of the trustee;  or

 (2)  under the terms of the delegation:

  (A)  the trustee or a beneficiary of the trust is 

 required to arbitrate disputes with the agent;  or

  (B)  the period for bringing an action by the trustee 

 or a beneficiary of the trust with respect to an 

 agent's actions is shortened from that which is 

 applicable to trustees under the law of this state.

Texas Trust Code 117.011 (a) (c)



Forms of Financial Advisor Standards

Fiduciary Standard

Suitability Standard

Required

to put client’s
best interest first

Avoid conflicts

of interest

Binds

Advisor + Firm as a

Fiduciary to client

Avert

any “Material 
Conflict of Interest”

Advisors make suitable

(reasonable)

recommendations

Advisors regulated

by FINRA

Not required to put

client’s interest
first

Not obligated to 

disclose conflicts

of interest
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ABC Investments is acting as a broker-dealer and 

custodian, and not as (1) an investment adviser 

under the Investment Advisers Act of 1940, or 

(2) a “fiduciary” as define in Section 3(21) of the 
Employee Retirement Income Security Act of 

1974, as amended (“ERISA”) or Section 4975 of 
the Internal Revenue Code of 1986, as amended 

(“Code”), with respect to your Account(s) under 
this Agreement. Brokerage activities are 

regulated under different laws and rules than 

advisory activities and generally do not give 

rise to the fiduciary duties that an investment 

adviser has to its clients. When acting in a 

brokerage capacity, ABC Investments has a duty 

to deal fairly with brokerage clients but may face 

certain conflicts of interest and as such, ABC 

Investments interests may differ from yours. 

Example Suitability Contract Language
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The Personalized Strategy with Advisor Discretion as a Program 

Strategy Option

Nature of the Strategy and Investment Options Available. With 

this option, after discussions with you, your Advisor will manage 

an investment portfolio to meet your Portfolio Target Asset 

Allocation and other investment objectives for your Account. 

This Program Strategy type may be customized for your 

particular investment needs and requests.

Your Advisor may purchase or recommend different types of 

securities or investments, including equity securities, fixed 

income securities, including brokered certificates of deposit 

(“brokered CDs”), mutual funds, ETFs, non-traditional funds 

(“NTFs”) and cash holdings. Available securities may change over 
time as determined by us in our discretion.

Trading Authority. By choosing this Program Strategy, you grant 

to us the authority to trade your investments and to select and 

implement any change to investments, asset allocation or 

rebalancing within the same investment objective. Your Advisor 

will have investment and trading discretion over your Account 

and will make investment and trading decisions without 

contacting you. Additionally, where your Advisor is a member of 

a team of Advisors, other members of that team may also 

exercise discretion over certain investment decisions made in 

your Account.

Example Fiduciary Contract Language
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Risk Concepts
D-6: Document, 

Document, Document...
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01 02 03 04

05 06

Trustee Review of Performance

Investment Performance Evaluation

Asset Allocation Compliance 
and Risk Drift. 

Total Performance = 
gain/loss, interest & 
dividends, cash flows in and 
out. 

Risk/Return ratios identifying 
performance per unit of 
market risk, such as the Beta 
coefficient or Sharpe ratio of 
the portfolio. 

Relative performance 
comparison to equally 
weighted, risk adjusted 
benchmark index. 

Investment cost benefit 
analysis. 

Due diligence in evaluating 
agent. 
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Review the Plan

• Review customized reports that include balances, 

holdings, portfolio analyses, and more for your 

accounts

• Assess whether your portfolio is positioned to help 

you pursue your goals or if adjustments to your 

strategy are needed

• Get a brief overview and detailed analysis of every 

asset class in your portfolio

• Evaluate your accounts, including assets held outside 

of Merrill 

Your advisor should meet with you periodically to 

review your strategy and make adjustments as 

needed. A Portfolio Review provides reports and 

analyses that help measure progress toward goals.
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Quarterly Review Example

Source: Merrill Lynch Client Review Report
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Review Sector Summary

Source: Merrill Lynch Client Review Report
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Money Weighted Rate of Return by Period (Yearly)

Relative Performance – Portfolio (Yearly)

Source: Merrill Lynch Client Review Report
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Re-Evaluating Risk & Allocation

Questions to Consider

01 02 03 04 05
Have there been any 

significant changes in your 

client’s health? 

Have there been any 

changes in the budget? 

• What are the actual 

expenses verses 

projected? 

• Are you overspending or 

have a surplus of cash? 

Will the client be receiving 

a settlement or inheritance 

in the near future? 

Will the client be selling 

any real estate in the near 

future? 

Any other material 

changes with the client 

that would cause us to re-

evaluate the asset 

allocation or risk 

tolerance?
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Cloud-Based CRM Notes

Update Salesforce Themed Notes

Client

Narrative

Progress 

Discussion
Recommendations

Service

Management

Profile

Update
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Record Keeping Documents to Retain

01 02 03

05 06 07

04

08

Investment Policy 
Statement & Ongoing 
Updates

Quarterly Investment 
Reviews

Updates to Health 
records and care plans

Notes of conversations 
with professionals and IP

E-mails and letters 
related to trust activity

Monthly account 
statements

Monthly disbursement 
records

Court documents and 
orders
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01
Actual vs. projected 

trust expenditures

02
Noting the Health 

changes of the 

ward/beneficiary

03
Aging of the 

ward/beneficiary, 

particularly attainment 

of majority age

05
Investment 

performance/

underperformance

06
Noting any material 

caregiver service 

modification

07
Noting and Health Care 

adjustments

04
Noting the geographic 

moves and changes to 

the living situation of 

the beneficiary

08
Social Security 

Administration and  

Medicaid/Medicare 

policy change

Reviews ➔ Time Matters ➔ Billing ➔ Recording ➔ Protection AND, Assures the Beneficiary’s Best Lifestyle

Periodic Review and Updated IPS = LIABILITY PROTECTION
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Risk Concepts
Case Study #1: 

Accessing Cash from 

Residential Property
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Case Study #1: 
Accessing Cash from Residential Property

Jane Doe

A 72-year-old woman has
investment assets of $600,000

BACKGROUND
• Owns a home, but doesn’t live in it;

children live in it rent free

• Home is worth $1,150,000

• Annual Expenses $95,000
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Summary of Possible Options

Options

Annual 

Budget

Annual 

Income

Assets & 

Income 

Deplete(Age)

Assets & 

Income 

Deplete 

(Year)

Likelihood 

of Success 

Confidence 

Level

Potential 

Achievable 

Lifestyle 

Confidence 

Level (80%)

Do Nothing $85,000 $19,200 74 2033 < 10% $47,184

Rent Home $85,000 $67,200 85 2044 40%-45% $81,023

Sell Home $85,000 $19,200 N/A N/A < 90% $92,789
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Risk Concepts
Case Study #2: 

Risk Reduction 

Analysis
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Case Study #2: 
Risk Reduction Analysis

Jane Doe

A 64-year-old woman is the 
beneficiary of a Third-party SNT set up 
by her parent, worth approximately 
$560K

BACKGROUND

• Jane has a history of mental health 
issues and receives SSDI.

• Jane is now the beneficiary of a 
second Third-party SNT that was 
set up by another relative. Funds 
have not been received, but client 
wants to spend like the money is 
“in the bank.” 
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An illustration of investment positioning that can help 

you:

• View your portfolio diversification across and within 

asset classes

• Compare historical performance of your current and 

target allocations

• Analyze the potential impact of major life and market 

events on your portfolio

An Asset Allocation Analysis gives you an insightful 

view of your current portfolio.

Review Current Asset Allocation
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Get a clear understanding of the performance 

expectations of current and proposed portfolios, based on 

historical returns

Delve into the potential risk/return trade-offs of each 

portfolio

Make informed decisions by comparing specific 

investments that are aligned with your strategy

Review options for your portfolio strategy and 

analyze your advisor’s recommendations by 
viewing your custom Investment Options.

Review Portfolio Strategy Options

70For Professional Use Only – Not for Distribution to the Public



Combine safety and surety for short 

term needs with higher yielding 

investments dedicated to achieving 

long term goals.  

Ex: Combination of cash savings 

accounts with short term bonds and 

high-quality stocks.

Stable, low risk investments [a low 

‘fear factor’] versus achieving a 
higher annual budget to improve 

the beneficiary’s lifestyle and 
combat the effects of inflation.  

Review Risk Determination

Risk Allocation Framework
The needs, circumstances, age and financial risk tolerance of the beneficiary will determine the 

appropriate risk level of the client’s investment

Risk and Return

Trade-Off 

71
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Risk Reduction: What-If Scenario Planning

Source: Merrill Lynch Wealth Management Analysis Report

Category Current Model 2. Moderate Model

1. Moderately 

Conservative Model

Likelihood of Long-Term Success >90% >90% >90%

Annual Budget $20,000 $20,000 $20,000

Potential Wealth at Life Expectancy $814,062 $682,835 $555,480

Achievable Lifestyle $31,062 $30,147 $29,269

Asset Depletion (Year & Age) Not Depleted Not Depleted Not Depleted

Risk 15.42% 10.27% 7.54%

Return @ 80% Probability 6.67% 6.07% 5.56%

Risk Reduction N/A 33.40% 51.11%

Return Reduction N/A 9.00% 16.65%
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Important Information

This material does not take into account a client’s particular investment objectives, financial situations or needs and is not intended as a recommendation, offer or solicitation for the purchase or sale of any security or investment strategy. Merrill offers 

a broad range of brokerage, investment advisory and other services. There are important differences between brokerage and investment advisory services, including the type of advice and assistance provided, the fees charged, and the rights and 

obligations of the parties. It is important to understand the differences, particularly when determining which service or services to select.  [For more information about these services and their differences, speak with your Merrill financial advisor.

Investing in involves risk, including the possible loss of principal. Investments in foreign securities or sector funds, including technology or real estate stocks, are subject to substantial volatility due to adverse political, economic or other developments 

and may carry additional risk resulting from lack of industry diversification. Funds that invest in small or mid-capitalization companies experience a greater degree of market volatility than those of large-capitalization stocks and are riskier investments. 

Bond funds have the same interest rate, inflation, and credit risks associated with the underlying bonds owned by the fund. Generally, the value of bond funds rises when prevailing interest rates fall and falls when interest rates rise. Investing in lower-

grade debt securities ("junk" bonds) may be subject to greater market fluctuations and risk of loss of income and principal than securities in higher rated categories. There are ongoing fees and expenses associated with investing. Bear in mind that 

higher return potential is accompanied by higher risk.

Asset Allocation cannot eliminate the risk of fluctuating prices and uncertain returns in declining markets. Diversification does not ensure a profit or protection against loss in declining markets.

The Chief Investment Office (CIO) provides thought leadership on wealth management, investment strategy and global markets; portfolio management solutions; due diligence; and solutions oversight and data analytics.

Investment products and services may be available through a relationship with Merrill Wealth Management or Bank of America Private Bank.

Alternative investments are speculative and involve a high degree of risk. There generally are no readily available secondary markets, none are expected to develop and there may be restrictions on transferring fund investments. Alternative 

investments may engage in leverage that can increase risk of loss, performance may be volatile and funds may have high fees and expenses that reduce returns. Alternative investments are not in the best interest of all investors. Investors may 

lose all or a portion of the capital invested.

Merrill, its affiliates, and financial advisors do not provide legal, tax, or accounting advice. You should consult your legal and/or tax advisors before making any financial decisions.

Merrill lynch, Pierce, Fenner & Smith Incorporated (also referred to as “MLPF&S” or “Merrill”) makes available certain investment products sponsored, managed, distributed or provided by companies that are affiliates of Bank of America Corporation 

(“BofA Corp.”). MLPF&S is a registered broker-dealer, registered investment adviser, Member SIPC and a wholly owned subsidiary of BofA Corp..

Banking products are provided by Bank of America, N.A., and affiliated banks, Members FDIC and wholly owned subsidiaries of BofA Corp.

Trust and fiduciary services are provided by Bank of America Private Bank, a division of Bank of America, N.A., Member FDIC, and a wholly owned subsidiary of Bank of America Corporation. Insurance and annuity products are offered through Merrill 

Lynch Life Agency Inc. (“MLLA”) a licensed insurance agency and wholly owned subsidiary of BofA Corp.

BofA Global Research is a research produced by BofA Securities, Inc. (“BofAS”) and/or one or more of its affiliates. BofAS is a registered broker-dealer, Member SIPC, and wholly owned subsidiary of Bank of America Corporation. 

Unless otherwise indicated, all trademarks and service marks are the property of BofA Corp.

Certified Financial Planner Board of Standards Inc. owns the certification marks CFP® and CERTIFIED FINANCIAL PLANNER  in the U.S.  

Chartered Financial Analyst® and CFA® are registered trademarks of the CFA Institute. 

©2022 Bank of America Corporation. All Rights Reserved. Printed in the U.S.A.   | 4603563 03/2022

https://secure.reged.com/AdTrax/submissionoverview/4603563/456527395/1


Thank You
Contact Information: The Special Needs Team, Merrill Lynch, Pierce, Fenner & Smith

Wade Jewett

301 Commerce St, Ste 2100

Fort Worth, TX 76102

Phone: 817-877-9659

Email: wade.jewett@ml.com

Email us            specialneedsteam@ml.com
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