Virtual Filing: A New Way to Organize Your Office
By David L. Lawrence, RFC®, AIF®

One of the most frustrating aspects of doing business as a financial advisor is the filing required to satisfy Federal/State compliance requirements, information needs and access to that information, when needed. A typical office, with 100 clients, may find it necessary to have several files for the same clients: a personal information files, containing applications, financial data, correspondence, etc.; a compliance file, consisting of due diligence requirements, risk assessments, delivery requirements, explanations of transactions, and other signed forms; and, potentially a third file containing financial planning data, investment performance details, statements and the like. This type of filing could mean upwards of 300 file folders or more for 100 clients. Given space requirements, these 300+ folders could occupy as much as five 48” lateral files in an office location. If true, then consider the cost of using this space. One 48” lateral file cabinet occupies a space of roughly 8 square feet. Multiplied by five, this equals 40 square feet. In a leased office costing $18 – 20 per square foot per year, these files could be costing you as much as $800 per year. 

And, the reality is, most offices have way more than five file cabinets. There are cabinets used for filing office related papers, periodicals, communications to/from broker/dealers, licensing info, etc. Most offices with 100 clients generally have upwards of 10 to 15 filing cabinets, or other storage cabinets taking up as much space as a single office, or around 120 square feet. Now, we are talking about serious per square foot costs. ($2,400 or more per year)
So, the question becomes one of ‘is there a better way?’ The answer is yes. But, it will require a new way of thinking about office files and it may require coordinating the effort with others, such as your Broker/Dealer, insurance company, etc. The answer surrounds two issues, conversion of files to some other form and storage.

Conversion of paper files to some other form is technically called document management. There are a host of document management solutions out there to consider. Most involve scanning paper documents into electronic form and then saving them on a computer or other storage media. Laserfiche, (www.laserfiche.com) offers the Avante system, which is a scalable product for small to medium sized businesses (SMB). What is innovative about Avante is that you only pay based on how many people use the system in your office. Most offices generally have only one or two people that need direct access to the system, so the costs are contained. Xerox DocuShare (www.docushare.com) is a worthy rival to the Avante system and worth a look. There are others, though. Xerox recently announced a new virtual filing system that boasts 80% improvement in document search time. DocuXplorer (http://www.docuxplorer.com/) is yet a third choice in this category and offers a free 30-day trial.
For smaller offices, these systems might come in at a cost-prohibitive price. So, for those who really need to pinch the penny, there are still efficient solutions. Nuance, makers of Dragon Naturally Speaking, OmniPage and other software, offer PaperPort 11 Professional which is touted as the most productive and cost effective way for everyone in your office to scan, organize, find and share all of your documents including paper, PDF, application files and photographs. PaperPort Professional combines the efficiency of document management, the convenience of advanced scanning capabilities and the power of PDF document creation and assembly to simplify information sharing and archiving. At a one-time cost of $199.99, this is clearly the least expensive option, but it is not necessarily the easiest to set up and operate, especially if there is a large scale file folder system to construct and maintain. Nevertheless, it has all the power of the more expensive systems and, with a little effort, can be made to do most of what they do. 
Once a document management solution is chosen, the second step is to locate a storage solution. For this, there are many options. Some smaller offices use local hard drives to store their files and information. While this is potentially acceptable and lower cost, it requires steps to ensure the integrity of the files, such as backups, file recovery systems, etc. Most offices today employ the use of offsite backup solutions as they are cost-effective, automatic and effortless. But, there is another way to handle this. Financial offices can storage their entire electronic files offsite. The reality is, offsite storage, which used to be somewhat expensive, is now very cheap (or free in select cases – see below). Cabinet NG (www.cabinetng.com) offers a document management and secure storage service that caters to financial professionals. According to their website, “When you store documents on a server, you are relying on individuals to file the documents in an organized fashion. To enable this, you must establish a filing system, and then train your staff to follow that system consistently. For example, you might choose to identify invoices with the filename “invoice” and a date, and then save it in the folder named for the company, customer name, or job number. Again, this approach works fairly well in a small-scale environment, where you can easily monitor activities and recover documents that have been misfiled or misnamed. However, this is a labor-intensive effort, and there are no controls to assure uniformity. In addition, document security can become a serious concern.” With a document management solution, many of the repetitive manual tasks can be automated, such as setting document security and access rights, filing locations, etc.
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