Financial advisors sometimes have
little in common professionally with
their clients but Tina Tehranchian
is an exception. She believes that
as a business owner in her own
right, she is on the same wave-
length as her clients who work
as small business owners or self-
employed professionals.

“I'm self-employed. | own my own
practice. I'm not a big financial in-
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Watermark Insurance Services Inc. is
(anada’s fastest growing national Para-
medical and APS collection organization.
Owned and operated by Underwriters, our
sole focus is to provide superior client ser-
vices across the country. We are constantly
adding Client Support talent to our team.
To that end, Steve Kambasis, Vice President
Client Support & Business Development,
is pleased to announce the following
appointment in our Head office:

Aula Izzat, Director, Client Support and
Business Development

Aula brings a wealth of knowledge and
experience to our Client Support Team. She
has a proven record of performance and is
well known in the field. We are excited to
have Aula join our Client Support Team. |
am sure she will welcome the opportunity
to continue to service your business with
her new team at Watermark.
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Small business owners have wide-ranging financial planning needs

stitution employee-type of financial
advisor,” says Ms. Tehranchian,
a CFP and Branch Manager at
Assante Capital Management
in Richmond Hill. “That’s why |
can identify with what small or
medium-sized business owners
go through.”

She decided to specialize in
working with small business own-
ers and the self-employed by
studying her practice after several
years as an advisor. She analyzed
her book of business to determine
the clients with whom she most en-
joyed working, considered the best
fit and most profitable and found
that eight out of ten of her best
clients fell into these two groups.
Her client roster in these groups
now ranges between 40 and 65
years and many qualify as high net
worth individuals.

Substantial opportunities

These groups represent sub-
stantial business opportunities
since they need most or all of her
services. “They don’t have a rich
company pension plan,” she says.
“They need to think about their
own retirement planning. They defi-
nitely need RRSPs, and individual
pension plans. They don’t have
big group life insurance plans,”
she says. In effect, she sometimes
becomes a benefits department for
business owner clients.

In their investment strategies,
small business owners and self-
employed clients can vary in risk
tolerance and liquidity require-
ments. With a small business own-
er, whose company experiences
high fluctuations and the owner
feels exposed to risk, he or she
may need more liquidity and less
volatility in investment values. This
is because it may become neces-
sary to dip into the investments for
business expenses.

Retirement planning strategies
also vary between small business
owners and the self-employed. Es-
tablished business owners hold the
bulk of their wealth in the business,
so retirement income will come the
sale of the business. “Even though
they have hundreds of thousands
of dollars in RRSPs, they really
don’t rely on those for retirement,’
she says. Those clients can af-
ford to take some risks with their
investment portfolios and RRSPs
since they will not be as dependent
on RRSPs as the self-employed
professionals.

By comparison, self-employed
clients may be entirely dependent
on RRSPs or individual pension
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plans. In that case, Ms. Tehran-
chian might recommend more
conservative, less aggressive
investments. That may point to in-
vestments such as dividend-paying
stocks and corporate or govern-
ment bonds.

For any of her clients who do not
having access to formal pension
plans, she sometimes recom-
mends Guaranteed Minimum With-
drawal products. “They don’t have
generous company pension plans
and they need at least a portion
of their retirement income to be in
guaranteed form,” she says, adding
that older business owners may
also find life annuities useful.

Diversification

Investment diversification strate-
gies for small business owners
need more than the usual amount
of attention since they may need
reinforcement in areas such as
the principle of diversification. “If
you leave most business owners
alone, they want to invest every
last drop of their money in their
own business,” she says.

This can mean that the individu-
al’s risk tolerance varies from the
business risk in his or her compa-
ny. “It's understandable, but diver-
sification is important,” she says,
noting that even the most profitable
businesses can go through sea
changes. That can mean that a
portion of the individual’s wealth
may evaporate suddenly — a fact of
life that underlines the importance
of diversification. That means per-
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suading business owners to put at
least some funds into conventional
investments such as real estate,
stocks or bonds.

Also in the investment category,
corporate class mutual funds pro-
vide a good vehicle for investing
spare cash in corporate accounts
tax-effectively. Distributions with
corporate class mutual funds occur
less often than with regular funds
since the gains and losses will be
offset against each other.

Risk management strategies
for her business-owning and self
employed clients include creditor-
protected products such as RRSPs
and segregated funds for non-
registered money. She may also
recommend placing property in the
name of the individual’'s spouse.

Another risk management strat-
egy is to have a large line of credit
in place even when there is no
pressing need for extra cash. That
may prevent dipping into assets
during a financial emergency.

Retirement planning

Retirement planning strategies
for her clients often involve indi-
vidual pension plans (IPP), which
she considers advantageous,
since many small businesses do
not have the kinds of defined ben-
efit pension plans.

Retirement compensation ar-
rangements provide another
avenue that she considers under
utilized by business owners. “They
can provide significantly higher
income than you could get from an
IPP so they are very useful for very
high net worth business owners
who have the cash flow to be able
to support them.”

In the insurance category, Ms.
Tehranchian views disability insur-
ance as one of the most important
products for both individual and
key person insurance, since small
businesses often depend on or two
key people. Universal life insurance
accommodates the fluctuating
cash flows often experienced by
business owners and profession-
als because of the flexibility of
premiums.

Succession planning is another
area in which she works closely
with clients. It requires consider-
able skills since it includes busi-
ness decisions such as choice
of successor and financial in-
heritance decisions, a combination
that makes the process longer and
more complex than the insurance
process.
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