


 

Advisers discovering benefits to an 'under one roof' model
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Certified public accountant Joseph Martorelli felt so strongly about the value of his referral network, he brought all his colleagues under one roof. The collaboration has paid off.

Since August 2006, his most trusted business associates — a business coach, insurance agent, business attorney and mortgage broker — have come to operate independently in the same building with him, sharing space and staff, and co-marketing themselves as the Milford (Conn.) Financial Center.

Four major investment firms have been trying to become part of the group, he said, and one will be joining within a few months.

"As a result of cross-referrals, each business has grown between 20% and 50%, and that was without publicity," Mr. Martorelli said. His 25-year-old firm, Orange & Martorelli LLP, with its base of 1,000 clients, is the source of many of those referrals.

It is the client's option to work with the professionals.

"Having access to all these businesses that have my endorsement has been universally accepted by clients," Mr. Martorelli said. "We have now created so many common clients that every week, [someone gets a] new one to serve."

When deciding which partners to add, Mr. Martorelli considered the nature of his relationship with them and how much available time the adviser had. He also looked at whether advisers shared the same client focus and core competencies as the other members of the center. Finally, Mr. Martorelli looked at their commitment to service. The right fit is crucial because "we're almost an extension of one another," he said.

Certified financial planner Herb White has found success with a similar model. He is the managing director of Life Certain Wealth Strategies LLC in Greenwood Village, Colo., and one of seven independent contractors who work under an umbrella that covers two other advisers, two insurance specialists, an estate attorney and a mortgage professional.

"Everyone's income has risen because we offer more to our clients," Mr. White said. In fact, from 2005 to 2006, Life Certain saw a collective 55% increase in new clients.

Mr. White, who oversees $38 million in assets under management, has seen his own revenue increase 40% this year.

"One of our goals for 2008 is to bring a CPA under our roof," he said, which he expects will bring "exponential growth" to the group.

"The arrangement [of affiliated professionals] is an excellent idea if you have a strong base of clients, but not if your business is based on referrals," said Christopher Jarvis, a financial adviser and co-founder of O'Dell Jarvis Mandell LLC, a Cincinnati-based based wealth management firm with $150 million in assets under management. The firm includes financial advisers, attorneys and insurance professionals under one corporate roof.

The firm once had a network of independent attorneys and insurance agents but closed it down.

"There is a Catch-22: The stronger your affiliation, the more seamless the connection will seem to the client, but the more it will alienate other referral sources," Mr. Jarvis said.

Indeed Cindi Turoski, owner and managing director of DR Financial Services LLC, has encountered this problem. The Albany, N.Y., firm is part of the 70-employee DR Group, which includes a CPA firm along with pension, construction and human resources consulting firms as part of one corporate entity. Ms. Turoski's company provides fee-based planning and does not manage investments.

Although 80% of its revenue comes from intragroup referrals, her firm also maintains alliance agreements with a network of insurance agents, investment firms and mortgage brokers. To avoid alienating outside sources, Ms. Turoski and her colleagues have signed non-compete agreements.

She sees the multidisciplinary model growing in spite of its challenges. "[It] is starting to pop up throughout the country, especially in the CPA community," Ms. Turoski said.

Mr. Martorelli is enthusiastic about the synergies his under-one-roof arrangement creates, especially when the professionals team up to teach classes on various financial topics. "How could just one person be relied upon to coach people on all the issues?" he said.

For several reasons, Mr. Martorelli was eager to add an investment adviser, a longtime colleague, to the group.

"First, it solidifies the business relationship between me and the adviser and the clients we already share," he said. "Secondly, the convenience is an enormous factor for clients with the offices being just down the hall from each other. And finally, it adds to their confidence when our clients know that we can communicate daily about them."

