Document Management: The Core of a Financial Advisory Practice

By David L. Lawrence
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With increased regulation and, in some instances, overlapping regulations that constrain business and add to increased workload, storage needs and added staff training, never has there been a greater need to employ the technologies that surround electronic document management than now. Sometimes referred to as electronic content management (ECM), such systems take on a much larger role in a financial advisory practice when all potential aspects of the system are employed.

Most firms look at document management as filing. Whether it be a paper-based file system or electronic files, the firm may have set up informal procedures for handling documents within the firm. One key aspect of a properly designed ECM is whether or not formal workflow procedures and controls have been integrated with the system. With some firms, this means tying the ECM to a database (client relationship Management software, for instance). For others, it means setting up a stand-alone indexing system based loosely on a folder tree such as what you would find on a computer’s operating system. Without specific, strict controls, the risk with informal systems is that documents would be misfiled or, worse, that employees unfamiliar with the folder tree would simply create new folders for items that should have been placed elsewhere. This makes document retrieval difficult and frustrating to say the least.

A common mistake that is made by some firms is to use a system that saves documents in PDF format instead of a more secure format (such as TIFF). This raises questions about the possibility of documents having been altered after-the-fact and exposes the firm to possible risk associated with non-compliance with federal regulations. While some scanner manufacturers have addressed this issue with post-imprint symbols and other coding mechanisms to ensure authenticity, there is still some lingering doubts about the security of the original document. 

While it may be tough to justify any additional expense, the simple truth is, that by employing a highly efficient document management system, costs can go down over time; way down. This softens the blow of any upfront expense and fully justifies the time commitment necessary to implement such systems.

If you are associated with a Broker/Dealer, chances are the B/D is already offering some level of document management (i.e. forms capture, pre-fillable forms, outsourced electronic storage, etc.) If not, there are a host of available systems that can transform your financial practice into a highly efficient operation, simply by going ‘paperless’. 

The SEC and FINRA have both ruled on the acceptability of paperless storage, retrieval and recovery. They have even ruled on the acceptability of electronic signatures (with specific guidelines). Among the rules that must be observed, a proper document management process should include provisions for establishing, maintaining and demonstrating compliance with regulations such as SEC and FINRA rules, Sarbanes-Oxley and the USA PATRIOT Act. There should also be a way to provide an audit trail.

So, what is stopping you? Chances are two things, cost and the knowledge necessary to get the job done right. Consider the expense and use of a typical system such as Laserfiche Avante (www.laserfiche.com). The Avante system was designed to be scalable and affordable by setting pricing based on usage. A typical install for an office with, say, four employees who are using the system might cost initially around $4,000. While this sounds like a lot of money, consider what such a system could do in shaving staff time, increasing productivity and profitability. With such a system, there would be a much faster document storage and retrieval process. Because the office could go paperless, there is a substantial savings in square footage of needed office space and the reduction of staff time could equal the salary of another employee. So, you may wish to ask yourself, would I be willing to spend $4,000 to save upwards of $40,000? Oh, and consider that the annual renewal costs are much less, but the savings continue. 
At the Laserfiche Institute Conference, held in Los Angeles on January 12 – 14, 2009, company founder and President, Nien Ling Wacker expressed her goal of making the company the sweetheart of Information Technology (IT) by introducing firms to a new line of products such as their workflow and easy integration with Microsoft products such as SharePoint. As she put it in her keynote address: “expanding sales and systems from document management to business process management”. This message seemed to resonate throughout the conference, attended by over 1,000 people. 

Most financial advisors are only aware of Laserfiche as a provider of document management solutions for the financial advisory profession. However, it was clear from comments made at the conference that Laserfiche has penetrated virtually every level of society, including such clients as the Mexican Immigration Service, the country of Uganda and the United States Congress, all of whom use Laserfiche’s technology.

And while Laserfiche is a strong presence in this market space, Xerox has also made in-roads with their DocuShare Express product (www.docushare.com). DocuShare Express is also a robust system for Electronic Content Management (ECM). Offered to Small and Medium Businesses (SMB), DocuShare provides a turn-key solution for scanning and document storage and retrieval. DocuShare Express developed the ability for employees to view and share documents online through a web browser as a key collaboration component and function of its system. And, as Xerox is a scanner manufacturer as well, there is tight integration with the scanning equipment, if the Xerox scanners are chosen. There is also the ability to migrate into a more robust enterprise level system later, should the firm grow.

Both of these systems are Sarbanes-Oxley compliant , Gramm Leach Bliley compliant and SEC Rule 17a-4 compliant. One reason for this is the file types created and stored. Most use a TIFF image, generally regarded as an unalterable form for electronic storage.

Yet another piece of the document management puzzle is the documents themselves. Many Broker/Dealers provide PDF versions of forms, some pre-fillable. B/D’s may also require secure transmittal of forms through proprietary systems owned or operated by the B/D. While this may provide some efficiencies, for those firms that use forms not provided by the B/D, there may be a need to locate a reliable source. For this need, there are at least two reliable sources available, LaserApps (www.laserapps.com), and QuikForms (www.quikforms.com). Though these type of firms typically offer thousands of forms for download, advisors typically only use a few forms. It would be wise to ensure that the forms you need are actually located in their database before signing up. Also, you may discover a willingness to add a form, if it is not part of their inventory. You can also create your own pre-fillable forms, in cases where they are not available elsewhere. For this, you need Adobe Acrobat (www.adobe.com) standard or professional version. There is a much overlooked feature in Acrobat that permits you to take a PDF and create pre-fillable form fields. As you may only need to do this to a few forms, it could save hours of staff labor. 
However you choose to create documents, using a comprehensive document management system with automated workflow features could significantly increase the efficiency and profitability of your practice.
David L. Lawrence, RFC®, ChFE® is a practice efficiency consultant and is President of David Lawrence and Associates (DLA), a practice-consulting firm based in Tampa, Florida. DLA publishes a monthly subscription newsletter, “The Efficient Practice”, which focuses on operational efficiency. (www.EfficientPractice.com) and hosts The Efficient Practice Advisor Network. He can be reached at dLawrence@efficientpractice.com. 

 

 

Page 1 of 5

