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Taking the Time to Pick Th A Crack in Walll
Right Financial Adviser  Street’s Defenses

Firms don't do a very good job of matchln?( advisgpability
with client complexity,” says Douglas Black, presmd of
SpringReef Partners, which helps wealthy peopkdaﬂne right
financial advisers.

Arbitrators awarded Gerald D. Hosier and a trust he
established $48 million in a case against Citigroup

Calling the strategy conservative and ideal foesters’ safe money, Smith Barney sold the trustgdalthy investors.

But Smith Barney and its brokers were the primeekieiaries of the strategy, which generated fed¢sonty on the
money that had been borrowed to juice the retumslso through the life of the investment.

Smith Barney’s sales representatives kept 40 peafehe total fees paid by their investors, faceeding what they
would have earned selling ordinary municipal boridss arrangement encouraged Smith Barney to lepe¢he
portfolios, Mr. Hosier’s lawyers argued, putting timterests of their clients and those of SmithnBgirat odds.

April 24, 2011 READERS’ COMMENTS
The Solution is Staring Us in the Face

Once again the clear conflicts of interests betwdaancial Advisers and clients was evident in Greh Morgenson’s
April 24, 2011 New York Times article entitled “Ar&ck in Wall Street’'s Defenses”. The article dethbw Smith
Barney, a unit of the publicly owned company Ciigp, and its brokers were the prime beneficiarfesnanvestment
strategy - to the detriment of clients.

When investors engage a Registered Investment Sigv{RIA) firm the RIA and its Financial Adviserggally
named Investment Adviser Representatives (IARs)phtigated by law to place clients’ interests befany other
party. But, the largest RIA and wealth managenfiant are publicly owned. Unfortunately, many ist@s neglect



to contemplate the conflicts of interest inhereithwall publicly owned RIAs. All publicly owned Rk and their IARs
are obligated by law to place shareholders’ intdvefore any other party — including clients. Thire conflict.

The Solution is Staring Us in the Face. When Sielg@ Financial Adviser verify the firm is an RiAdcyour
Financial Adviser is an IARVery importantly, verify thefirm isnot a publicly owned RIA.

Although this cannot assure a successful relatipngtcan assure avoiding clear conflicts of iet&s inherent with all
publicly owned RIAs.
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