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P For several years, personal
financial planning as an employee
benefit has been expanding for top
management employees, with some growth into
middle management ranks. Simultaneously,
the use of computerized expertise has grown in
the field of personal financial planning. These
fields have grown to the point where they may
merge. The expansion of expert systems for
personal financial planning can provide a cost
effective way for employers to provide financial
planning as a benefit to more employees. This
article discusses the use of financial planning as
an employee benefit, the various integrated ex-
pert systems that are currently in use to provide
personal financial planning, the characteristics
that should be considered by an employer seek-
ing a system to provide assistance to employees
and special issues relating to the design of a
financial planning benefit. 4

ersonal financial planning benefits forem-
ployees can take several different forms:
group education, individual counseling,
comprehensive personal financial plans
orsome combination ofall three. The ben-
efit may be as simple as providing a seminar for
employees about the company’s pension bene-
fitsor maybeexpandedtoincludeindividual coun-
seling about options available upon retirement.
Personal financial planning benefits may be pro-
vided for top management or for each employee.
This article is concerned with the provision of
comprehensive plans to employees.

A comprehensive personal financial plan starts
with the collection and analysis of personal and
financial information. The plan considers all as-
pectsof anindividual’s personal finances, includ-
ing assets, liabilities, sources of revenue and ex-
penditures, pension benefits, insurance coverage,
the goals and desires of the employee and his or
her attitudes toward risk. Because no two peo-
ple have the same financial position, sources of
revenue, spending habits, goals and desires and
risk attitudes, personal financial plans must be
tailored to each individual. Until recently, per-
sonal financial planning has been availableasan
employer-sponsored benefit only totop manage-
ment. In today’s competitive human resources
market, however, someemployers are making per-
sonal financial planning assistance available to
more employees.

A comprehensive personal financial plan in-
cludesinsurance planning, retirement planning,
investment planning, income tax planning, es-
tate planning, cash management, debt manage-
ment and recommendations for choosingamong
nonsalary compensation options and employee
benefitsoptions. The comprehensive planencom-
passes a wide range of topics, including income
tax laws, pension benefits, insurance products,
investment opportunities, asset valuations, cash
flows, debt management, estate tax laws, the le-
gal ramifications of divorces, wills, estates, trusts
and property laws.

Figure 1 illustrates the overlap of the various
disciplines encompassed in financial planning,
with the square in the center showing the area
that is personal financial planning. The constant
changesoccurringinthetax laws, insurance prod-
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uctsand investment opportunities require a good
plannerto constantly beaddingtohisorherknowl-
edge in these areas.
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The provider of financial planning advice may
also help in preparing the information needed
inthe planning process, interpretingthe planand
counseling regarding the plan’s recommenda-
tionseitheronagrouporindividual basis. A good
personal financial plan prepared by a qualified
planner can cost $2,000t0 $20,000 or more, de-
pendingon itscompleteness, the numberofhours
of personal assistance provided by the profes-
sional preparer and the method used to prepare
the plan.!

Personal financial planners may developaplan
manually or they may use a computer for assis-
tance. The computer assistance can be general
use programs that provide word processing or
spreadsheet capabilities or can be programs spe-
cifically developed for the planning process that
may or may not be expert systems. Expert sys-
temsemploy a formofartificial intelligence, there-
by substantially reducing the cost of comprehen-
sive personal financial plans while providing more
consistent quality. In some cases, this reduction
in cost and increase in consistency of the plans

issufficient toallow an employerto provide com-
prehensive personal financial planning to many
more employees than have previously received
this benefit.

Thisarticle discusses the reasonsan employer
might consider offering personal financial plan-
ning as an employee benefit, types of personal
financial planningexpert systems, factors tocon-
siderin selectingan expert system to provide per-
sonal financial planning to employees, the inte-
grated personal financial planningexpert systems
currently in use and communication issues sur-
rounding the offering of financial planning ben-
efits to a broader base of employees. Expert sys-
tems designed to sell a specific product or group
of products are not discussed, as they do not of-
fer the objectivity required whena system is used
to provide an employee benefit.

DESIGNING A FINANCIAL
PLANNING BENEFIT

Employee demand for financial planningas-
sistance undoubtedly exists. The top executives
of nearly one-third of the companies with sales
of $50 million or more have received compre-
hensive personal financial planning as an em-
ployee benefit, with that proportion climbing
to48% forcompanies with revenues of $400 mil-
lion or more.” Demand also exists among em-
ployees well below the executive levels. Fifty-
five percent of employees participatingina 1987
survey conducted for IDS Financial Services,
Inc. wereinterested in receiving personal finan-
cial planning as an employer-provided benefit.
Evidence is growing that a company stands to
receive some benefit if it meets that demand.
The IDS survey reported that 38% of employ-
ees felt that financial worries affected their job
performance at least part of the time.* That de-
mand materialized for one insurance company
client of APEX’s Client Profiling System. The
insurer offered financial plans by direct mail to
employees, with the $125 fee to be paid by the
employee. The response rate was 10% during the
first three monthsofthe offering—atremendous
success by any direct mail standards.*

Inrecent years, directorsand managers, mid-
dle management.and even hourly employees of
some companies, have received some personal
financial planning as a benefit. Several trends
well known to benefits professionals have con-
tributed to the expansion of financial planning
benefits:
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® Increasing pension benefitsand other forms
of nonsalary compensation

m Increasing complexity and rate of change
in the tax laws

m Shifting to flexible plans for employee
benefits’

m Expanding requirements by the Financial
Accounting Standards Board for measure-
ment and disclosure of benefits costs®

m Expandinginvestment optionsavailablein
the marketplace.

The dramatic reduction inthe cost peremployee
for quality comprehensive personal financial plans
that can be traced tothe use of financial planning
expert systems has contributed to decisions by
some employerstoexpand financial planningben-
efits. The expert system generates consistent re-
sults, can be free from product bias and provides
plans at substantially reduced cost. Anexpert sys-
tem-prepared comprehensive personal financial
plan costs from $200 to $500. If employees re-
ceive individual assistance either in the prepa-
ration of data or interpretation of the plan or its
recommendations, the cost ranges from $500to
$2,000 per employee.

Personal financial planning benefits may be
provided either throughout the course of an em-
ployee’s career or at specific points In a career
suchas priortoretirement. Anemployer may in-
clude personal financial planning when it shifts
from the traditional preselected specific benefits
for all employees to a flexible benefit plan. Ifan
employer is restructured as a result of a merger,
acquisition or downsizing, personal financial plan-
ning may be provided to assist those employees
who must decide whetherthey wishtoretireearly,
change employers or transfer to a new location
with the same employer. A company may pro-
vide the personal financial planning benefit to
assist employees who are being released as a re-
sult of company changes.

THE MONSANTO CASE

Like otheremployers, Monsanto Company was
becoming increasingly concerned that employ-
eeswere unprepared tohandle the greater respon-
sibility for their own financial future when the
company instituted a flexible benefit plan. A per-
sonal financial planning option was made avail-
able at the beginning of 1990 to nonunion em-
ployees after Monsanto instituted a flexible ben-
efit plan. Approximately 30% of employees re-
spondingtoabenefitssurvey expressed an interest

in the financial planning benefit previously avail-
able only to executives.” Monsanto’s employee
benefits managers recommended the addition of
the financial planning option because of a belief
that the company had shifted a portion of the re-
sponsibility for the employees’ financial future
totheemployeesand needed to provideadditional
tools to assist employees in planning their own
financial futures. Monsanto identified two ven-
dorsas possible providersand used an employee
benefits plan committee to make the final sys-
tem selection.

Monsanto’s benefit allows employees toelect
eitheracomprehensive planoraspecialized plan,
suchasaretirement plan. A followup survey will
assess employee satisfaction with the financial
planningservice after the benefit has been avail-
able for a period of time. Over time, as employ-
ees implement the suggestions and recommen-
dationscontained in their financial plans, Mon-
santoexpectstoseechangesinemployees’ choices
from among the available flexible benefit plan
options.

COMMUNICATION ISSUES

Increasingly, benefit decisions are tempered
by concerns about the employer’s ability to suc-
cessfully communicate changestoemployees. Fi-
nancial planningas an employee benefitis no ex-
ception in that it faces several of the same bar-
riersto communication asotherbenefits, e.g.,1an-
guage, selectiveappeal and message competition,
asdescribed by Davidson (1989). If carefully in-
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tegrated with the employer’s benefit statement,
the communication difficulties associated with
a financial planning benefit can be minimized.
Inthe extreme case, an employer offering finan-
cial planningtoall of itsemployees would be able
tointegrate the benefit statement information into
the financial plan and completely eliminate the
need for a separate benefit statement. The em-
ployer may not exist today that is willing to ex-
tendsogenerousa financial planning benefit; how-
ever, the far-thinking benefits manager may want
to keep this as part of a long term strategy to be
implemented when the cost of financial planning
has been further reduced by technology.

For the benefititself, communication may be
difficult. The principal determinant of the dif-
ficulty to be encountered is the extent of mod-
ularization, i.e., the number of combinations of
options available in the financial planning ben-
efit. The provider selected to provide financial
planning services should have communication
materials developed toexplain and assist employ-
ees in making their elections.

One critical point of communication is that
the financial planning benefit is subject to a dif-
ferent tax treatment under current tax rules than
most other benefits employees receive. An em-
ployee whoelects toreceive a personalized finan-
cial plan willhave the price of that plan reported
asadditional taxable incometothe Internal Rev-
enue Service and may owe some additional in-
cometaxes. The employes’staxable income will
increase by the plan’s cost unless he or she has

miscellaneous deductionsto report on Schedule
A Form 1040 that exceed 2% of adjusted gross
income and can itemize to receive the full ben-
efit of that miscellaneous deduction. If the em-
ployee has sufficient itemized miscellaneous de-
ductions, theamount reported as income can be
fully offset by a miscellaneous deduction.

Finally, managersconcerned with communi-
cation issues for financial planning should also
be alert to computerphobia. If the financial plan
istobe generated by computer system, some ad-
ditional attention may be needed to reassure em-
ployeesthat the output isindeed tailored to their
individual circumstances. Employers must be care-
ful not to let a general mistrust of computers di-
minish the value of the benefit.

ENCOURAGING IMPLEMENTATION

The best financial plan is of no value unless
thesuggestionsinthat planare implemented. To
theextent that financial planning recommenda-
tions involve other benefits, the employer’s hu-
man resources staff can assist with implementa-
tion. More often, however, implementation re-
quires that the employee take some action out-
sidethe workplace, suchas makingan appointment
with an attorney to have a will drawn, opening
a savings account or seeking private insurance
tocovercontingencies not wellcovered in the ben-
efit plan. The employer may be reluctant to rec-
ommend specific providers of such services. On
theotherhand, employees may become frustrated
if too many hurdles are encountered as they at-
tempt to implement plan suggestions.

Employees will undoubtedly turn to the em-
ployerforassistance inimplementing their finan-
cial plans. Any assistance provided with imple-
mentation will have to be a very decentralized
operation, with different information provided
toemployees at each location. Three approaches
to providing employee assistance with selection
of professional advice are presented here in de-
creasing order of employer involvement.

One approach to supporting employees with
theimplementation of their financial plans would
be providingalist of qualified attorneys, accoun-
tants, financial plannersand insurance advisers,
along with descriptionsofthe capabilitiesand spe-
cialties of these professionals. Some screening of
professionals would be needed before they could
appear on the recommended list so that the due
diligence used inselecting the financial planning
service would not be wasted.
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If an employer is not comfortable preparing
such alist of qualified professionals, the employer
could instead prepare a detailed questionnaire
to be filled out by local professionals indicating
theireducation, experience, any professional cer-
tifications and areas of practice specialty. Any
and all professionals could be provided this form
with the completed forms made available to em-
ployees in a notebook with adequate disclaim-
ers that the employer is not responsible for the
accuracy of the information provided. In thisway,
the employees could match the qualifications of
aprofessional with their personal needs. Thisap-
proachreducesthetimerequired of theemployee
and should serve to maximize the employee’s sat-
isfaction with the process.

Thethird andleast active role an employercould
takeisto provideachecklist thatemployees could
use in selecting professionals to assist them with
implementation of financial advice. With help
toask theright questionsin the selection process,
employees will be more likely to achieve satis-
factory results.

POTENTIAL LIABILITY
FOR THE PLANS

Much concern is expressed by plan sponsors
about the legal liability associated with any pro-
posed new benefit or change to benefits.® Allem-
ployers contacted in researching this article ap-
peared not only to be aware of but extremely con-
cerned about the potential liability. Asexpert sys-
tems become more pervasive, courts are likely
to judge them as systems of knowledge and ex-
perience, not simply passive computer software.
The employer that has selected the provider of
the personal financial plans and is paying the cost
of the plan either directly or indirectly may face
some liability for the resulting financial plans.

Potential employer liability can best be mit-
igated by selecting the expert system with due dil-
igence. Duediligenceintheselection of personal
financial planning services or systems includes
determiningthe quality and completeness of the
service and assuringthe lack of product bias. The
employer must determine that the personal fi-
nancial plans provided to employees are of high
quality based on its own evaluation of the results
ofthe system and the reputation of the provider.
Any limitations of the financial plan, such as its
intent to deal only with specified areas such as
retirement planning, must be clearly conveyed
by the employer to the employees, preferably in

writing. If the service is to provide comprehen-
sive personal financial plans, the plans must cover
allthe planning areas and not emphasize one area
whileignoringorslightinganother. Theemployer
must ascertain that the personal financial plan
provider is not promoting or selling a product.
If a planner is also selling or promoting a prod-
uct, the recommendations of the plan can con-
tain product bias. Some employers may select the
provider of the service based on the provider’s
reputation and, as Monsanto has done, require
the providerof the service to provide limited in-
demnification for potential losses, such as ille-
gal activities on the part of the planner.

In some instances, a plaintiff may find it eas-
ier to establish liability if the financial plan pro-
duced by an expert system is considered a prod-
uct rather than a service. Designation as a prod-
uct may remove the necessity of proving negli-
gence insomesituations byallowingsuit forbreach
ofanexpressorimplied warranty under the Uni-
form Commercial Code or breach of a warranty
under the Magnusen-Moss Warranty Act. Anem-
ployer that contracts for financial planning ser-
vicesrather than products cannot be assured that
its liability exposure or that of the vendor will
be reduced. Legal tests for products versus ser-
vicesexistunder Uniform Commercial Codecases
and elsewhere. Courts will look behind the trans-
actionsand use thelegal testsratherthanthename
used by the contracting parties.’

Another area of recovery not requiring proof
of negligence relates to strict liability for ultra-
hazardousactivitiesand defective products. These
are unlikely, however, to be applied to financial
planning.'”

TYPES OF PERSONAL FINANCIAL
PLANNING EXPERT SYSTEMS

Personal financial planningexpert systems are
classified as either integrated systems that pro-
vide solutions to all aspects of planning or spe-
cialized systems that focus on a smaller knowl-
edge domain such as income tax planning. Four
basic approaches are used by developers of ex-
pert systems for comprehensive personal finan-
cial planning: a custom expert system, a custom
modification of an existing expert system, devel-
oper-provided personal financial plans and the
purchaseor license of an expert system forin-house
use. The best approach fora particularemployer
depends upon the numberofplanstobe prepared,
theexpertise and staff of the organization in both
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expert systems and personal financial planning
and whetheror not the firm wants to provide the
service in-house or hire an outside entity to pro-
vide it.

Ifacompany requires a large number of per-
sonal financial plans, the development of a pro-
prietary customized expert system is cost effec-
tive. A customized expert system is expensive
to develop because it requires experts in both

computer programming and personal financial
planning. Inaddition, the development can take
two or three years before the system is opera-
tional. The company also must constantly up-
date the knowledge bases that are used in an-
alyzing the individual’s information to incor-
porate changes in income tax laws, insurance and
investment products and the environment. An
employer may decide to use an existing personal
financial planning expert system without mod-
ification or customize the system to include its
own benefit plans and compensation packages.
Alternatively, an employer could purchase or
license a system for in-house use with periodic
updates provided by the developerand prepare
financial plans foremployees using thissystem.
Foranyofthesealternatives, the employer must
considerthe appropriateness of making personal
and confidential employee information avail-
able to another employee. In addition, the em-
ployees who will receive the benefit may be more
reluctant to provide their personal and confi-
dential information to their employer than to
an outside service provider.

Finally, the employer may decide toenterinto
a contract for personal financial planning ser-
vices with the expert system developerand pro-
vider of services. As discussed in the last sec-

tion of this article, such an approach offers ad-
ditional protection against potential legal liabil-
ity. When thisapproachisused, the information
needed to develop the financial plansis entered
on input forms by the employees and mailed to
the operator of the expert system. For most em-
ployers, contracting with a personal financial plan-
ning expert system developer that is also a pro-
vider of the planning service is the most likely
choice. If an employer uses an outside entity,
it has not become the personal financial plan-
ning expert with the inherent risk of providing
suggestions that prove incorrect orunprofitable.
Nor has the employer invaded employees’ per-
sonal and private information.

CRITERIA FOR SELECTING
AN EXPERT SYSTEM

The following criteria should be considered
when selecting a personal financial planning ex-
pert system preparer for employees. Some fea-
tures may be more important to one employer
than to another. The importance of a particular
feature may depend on how a company views pro-
viding personal financial planning services for
itsemployees and its assessment of the confiden-
tiality of employees’ information. The selection
criteria for a personal financial planning expert
system can be divided into the following catego-
ries: reliability of the system, suitability of the sys-
tem, form of data input, support needed to pre-
pare input, flexibility of the system and under-
standability of the output. Ifan employer decides
to use an outside provider, competition assures
that the cost per plan will vary little among pro-
viders.

Reliability of the System

Ifthe expert system truly represents personal
financial planning expertise, then reports gener-
ated by the expert system should be at least as
highin quality as those created by a qualified per-
sonal financial planner who did not use an ex-
pertsystem. Regardless of the other beneficial fea-
tures of the system, if the developer is not an ex-
pert, the reports generated by the system will be
inferior. Thus, determining the expertise of the
developeriscritical in selecting an expert system.
Two approaches can be taken. One approach is
torely on the professional reputation of the pre-
parer, and the other approach is to test the
product.'' Simply reviewing sample reports will
not provide sufficient information to make an
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informed decision or constitute due diligence in
the selection of a provider.

Ifthe employerrelies solely on the professional
reputation of the provider of the planning ser-
vice, the employer should require the provider
to agree to indemnify the company for any re-
sulting liability. Second, the employer should de-
termine whether the provider has the financial
resourcestocoverthe indemnification agreement.
Totest the product, an employer should carefully
evaluate the results produced from running test
cases. The employee evaluating the results of the
test cases must be qualified to determine the qual-
ity of the reports. If the employer does not have
a qualified employee, the services of an outside
professional planner will be needed. A natural
conflict exists, however, betweenthe financial plan-
ningprofessional evaluatingan expert systemused
byother financial plannersin providing the same
service.

Anotherimportant dimension of reliability is
the need to assure that the information and ad-
vice in the system will not become obsolete. The
advantages of a personal financial planning ex-
pert system will rapidly disappear unless the sys-
tem’s knowledge base is constantly updated by
the developer for changes in the environment.
The pace of new product introductions by finan-
cial institutions and the frequency of modifica-
tions to the Internal Revenue Code make peri-
odicupdatestoanexpert system’sknowledgebase
crucial. If the system developer is stable, finan-
cially sound and committed to the product, the
employercanbereasonably certain the expert sys-
tem will be updated over the foreseeable future,
thus providing the best possible personal finan-
cial plans for its employees.

Form of Data Input

The preparation of personal financial plansre-
quires information about the employer’s bene-
fit plans and compensation arrangements, other
details about eachemployee’s financial and per-
sonalsituation, and his or her financial goalsand
attitude toward risk. The tools provided togather
needed data and the methods of providing the
information are important considerations when
choosing a provider. The information required
may simply be entered on a form by the employ-
ees. A provider may gather the required infor-
mation through individual meetings withemploy-
ees and prepare the forms. If employees prepare
their own information, the organization, read-

ability, understandability and user friendliness
ofthe input form is vital to assuring that employ-
ees receive good personal financial plans.

A form that assists employees in determining
the sources of information and the values to use is
superior to one that does not. The input form can
be customized to match the employer’s benefit re-
ports. Forexample, the form may refer the employ-
eestoa particular line on the benefit statement for
aneeded item. The provider of the personal finan-
cial planning service may provide assistance viaa
toll free telephone number or may provide personal
counseling toemployees in completingthe formon
an individual basis and/or through seminars and
group helpsessions. Some of the expert systems that
are discussed later in this article store employees’
data so that employees only need to update previ-
ous information once the first personal financial
plans have been prepared.

Flexibility of the System

Expert system flexibility encompasses the abil-
ity to:

m Provideonlyapartofacomprehensiveplan,
suchascash management orincometaxplan-
ning (modularization)

m Modify theassumptionsinherent inthe ex-
pert system, such as the rate of inflation an-
ticipated (parameterization)

® Modifythe recommendationsand determine
the effects (“what if”” analysis).

Notallemployees will be interested in or want
acomprehensive personal financial plan. Forex-
ample, some employees may only be interested
in retirement planning and may not want cash
and debt management. Also,someemployers may
beinterested in providingonlyalimited (and thus
lessexpensive) benefit. Employersand/oremploy-
ees should be able to select only those aspects of
a comprehensive plan that are relevant to their
situations.

Some employees may prefer certain planning
strategies, e.g., they may want certain types of in-
vestments that are not typical of the recommen-
dations of the expert system. An expert system
that allows these employee preferences to be in-
corporated intothe plan is more beneficial toem-
ployees thana system that does not. Anemployee
will not follow a plan that differs widely from his
or her preferred choices. Some employees may
have strongbeliefs about the economicenviron-
ment, such as expecting that the rate of inflation
will remain above 5% for the foreseeable future,

BENEFITS QUARTERLY, First Quarter 1991

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

47



which may conflict with the 2% inflation factored
into the expert system’s recommendations. The
expert system that does not permit the employ-
ec’s perceptions of the economic environment
of the future to be included may produce a plan
that is not of maximum benefit to the employee.
If an employee’s perceptions are out of normal
bounds, however, they would have to be over-
riddenby thesystem. Forexample, ifttheemployee
felt that inflation would exceed 20% per year for
the foreseeable future, the expert system would
not use this extreme belief in preparing the plan
but would modify the inflation rate downward
to the top of a reasonable range for preparation
ofthe personal financial plan. An expert system
that permits the setting of parameters to reflect
thereasonable preferences and beliefs of individ-
ual employees is likely to provide more usable
plans than a system that does not.

Inplanning forthe future,employees may have
questions, such as “What if [ purchased shares
ofamutual bond fundrather than individual cor-
poratebonds?” Ifthe expert system can compare
theeffectsofthe alternatives available, it provides
the maximum benefit to employees in planning
forthe future. The price peremployee of personal
financial plans will affect the amount of “what
if” sensitivity analysis that isavailable to employ-
ees. Because personal financial plans need to be
implemented to be of benefit, the plans must pro-
vide the alternatives employees feel are impor-
tant; otherwise, the plans will be filed away and
result in little or no action by the employee.

Understandability of the Output

Theplanning horizon, the format and length
of the reports and their readability are all im-
portant considerations. Theemployerand/orem-
ployeeis payingasubstantial sum for the finan-
cial planning service, and the only tangible ev-
idence ofthat service is the report. If the reports
cannot be understood by the employees, the em-
ployees have wasted the time spent in provid-
ing the information, and the company has not
spentits benefits dollars wisely. Personal finan-
cial plans are just plans, and the benefit to the
employees comes from executing the plans’ sug-
gestions. The reports prepared by the expert sys-
temsdescribed below vary considerably inlength
andlevel of detail. Ifthe employer selects an ex-
pert system or option of the system that gener-
atesan 80 page report, the employer must be will-
ingto pay for the planner’s interpretation of the

plansfortheemployees. Thisinterpretation should
examine the many issues addressed and explain
the conclusions and recommendations of the re-
port; otherwise, the employees will not execute
the plans.

PERSONAL FINANCIAL PLANNING
EXPERT SYSTEMS

Only personal financial planningexpert systems
that provide solutions to all aspects of financial
planning(comprehensive systems) are discussed,
together with the major features that differenti-
atethe systems. Specialized systems that focuson
asmaller knowledge domain, suchastax planning,
are omitted. The reference list provides the tar-
geted income levels, the time the system has been
in use, the developer’s name, address and phone
number. An understanding of these features al-
lows the potential purchaser of a personal finan-
cial planning expert system to determine the fea-
tures that are important and unimportant in the
selection of a system. Six systems are discussed:
AAFINPLAN, Ayco Corporation, Client Profil-
ing System, Personal Financial Planner, Personal
Financial Analysis,and PLANMAN. The authors
believe that these systems may be appropriate to
provide financial planning benefits to employees
of some firms. Because of the manner in which
their services are provided, however, some may
not be feasible as providers for employers having
a large number of employees.

Ayco Corporation

In 1983, the Ayco Corporation upgraded the
computer system begun two years earlier to an
expert system. Ayco provides personal financial
planning services on a fee basis to the top exec-
utives of Fortune 500 companies. Ayco special-
izes in analyzing very complex personal finan-
cialsituations with as many as 100,000 recorded
dataitemsused in preparinga single client’s plan.
The Ayco Corporation’s database-driven finan-
cial planning expert system is an integral part of
its practice, with the output used to produce re-
portsthataverage 60to 80 pages. Personal finan-
cial plans prepared by the expert systems with-
out human intervention are not marketed sep-
arately. The plans are always prepared by plan-
ning professionals assisted by the expert system.

Fortop executives with incomes of $ 100,000
or more, the cost for a first year plan averages
$13,000, with subsequent years costing approx-
imately 60% of the initial year’s fee. Ayco also
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offers a service for middle managers with incomes
of $60,000 to $75,000 that is less intensive and
costs approximately $4,500 for the first year.

Contact Information— Linda Kempin, The Ayco
Corporation, One Wall Street, Albany, NY 12205.
Phone (518) 869-2503.

Client Profiling System

The development of Client Profiling System
for financial institutions began in 1986, and the
system was inuse by 1987. Currently, more than
a dozen financial institutions are using the sys-
tem, includingfirmsbothinandoutsidethe United
States. Depending on the volume of personal fi-
nancial plans prepared, the production system
canbelicensed for $100,000 or more. Client Pro-
filing is intended for customers with incomes be-
tween $25,000 and $200,000 per year. The sys-
tem uses a client questionnaire that can be pre-
pared with the assistance of the financial insti-
tution representative or by the employee. The
questionnaire requires financial data and focuses
on the customer’s goals. The system generates a
15 to 20 page client report. In 1989, APEX be-
gan offering the system on a per-use fee basis to
individual personal financial planners.

Contact Information—Steven R. Vandegrift,
vice president, APEX—Applied Expert Systems,
Five Cambridge Center, Cambridge, MA02142.
Phone (617) 492-7322.

Personal Financial Analysis

Personal Financial Analysis is a package of
services available to Price Waterhouse clients
foruse by theiremployees. The three part pack-
age tailors results to the client company’s ben-
efit plans. First, the employees fill out a confi-
dential questionnaire focusing onindividual eco-
nomic and family situations: income, taxes, in-
vestments, employee benefits, marital status,
number of dependents and any special finan-
cial goals such as financing retirement or chil-
dren’s education. The questionnaire serves as
the basis for a 40to 50 page report that provides
suggestions for asset management, investment
strategies, tax savingstrategies, planning fored-
ucationsavings, life insurance needs and retire-
ment savings. Second, the report, prepared us-
ingacombination of human analysisand expert
systems, includes financial action checklists to
assist the employees inimplementingtheir plans.
Finally, the personal financial plan is cross-ref-

erenced to a 350 page volume of planning in-
formation to assist employees in implementing
the recommendations.

Contact Information—George Barbee, exec-
utivedirector of personal financial services, Price
Waterhouse, 51 Sawyer Road, Waltham, MA
02154. Phone (617) 899-6500.

PFPS—Personal Financial Planning
System

PFPS, in usesince 1987 by Chase Lincoln First
Bank, is an integrated personal financial plan-
ning expert system. The system was developed
more than six years ago by Chase in conjunction
with the international consulting firm ArthurD.
Little, Inc. PFPS is an integrated system cover-
ing investment planning, debt planning, retire-
ment planning, education planning, life insurance
planning, budget recommendations, income tax
planning and savings achievement for other ma-
jorfinancial goals. PFPS can be programmed to
handle the details of a specific employer’s ben-
efit programs, includingstock options and deferred
compensation plans.

The system provides detailed reports of from
75t0 150 pages forindividualsat allincomeranges.
Reports are provided to clients on a fee basis,
with fees as low as $300. Chase is now market-
ingthesystem tocertified financial planners, other
banks and to companies for use as an employee
benefit.

Contact Information—Ross S. Cann, Chase
Lincoln First Bank, MC-5, Rochester, NY 14643.
Phone (716) 258-6708.

PLANMAN

PLANMAN is a PC-based personal financial
planning expert system for use by professional
financial planners. Quantitative and qualitative
personal data about the planner’s client are col-
lected on preprinted fact finders. The client in-
formation is checked and analyzed by more than
7,500 decision rules in the system. The system
generates comprehensive or modular plans with
an option to create a pro forma report. The use
of planning parameters allows the system tobase
conclusions and recommendations on the indi-
vidual planner’s philosophy as well as client-spe-
cific data. Theclient-specific conclusions and rec-
ommendationsare used toselect appropriate para-
graphs of information, which are merged into a
customized report. With the pro forma option,
the financial planner can use the system to project
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thelongterm impact of the system’s recommen-
dations on the financial condition of the client
and to do “what if”” analysis.

PLANMAN includes the following planning
modules: income tax and cash flow, investment
and portfolio, life insurance, disability income,
retirement, education fundingandestate. The plan-
ner can use one or a combination of several of
these modules or the entire expert system. The
system provides the financial planner with ex-
tensive report writing and graphics capabilities.
PLANMAN hasbeeninuse forseveral years, and
recommendationsofusersforimprovementshave
continuously been included in the system.

Contact Information— Daniel L. Whittenburg,
Sterling Wentworth Corporation, 2319 S. Foot-
hill Dr., Suite 290, Salt Lake City, UT 84109. Phone
(800) 752-6637.

AAFINPLAN

AAFINPLAN isa modified version of PLAN-
MAN that Arthur Andersen & Co. has developed
with Sterling Wentworth Corporation. Inusesince
1989, it covers allincome ranges. The knowledge
base received minor modifications and the text
of the recommendations had extensive modifi-
cations. Arthur Andersen’sapproachistoinclude
consultation with its personal financial planning
professionalstogether with the expert system-pro-
duced plan. AAFINPLAN isavailable to Arthur
Andersen’s client companies in a package of ser-
vicessimilartothat described above for Personal
Financial Analysis.

Contact Information—Wallace Head, Arthur
Andersen & Co., 69 W. Washington St., Chicago,
IL 60602. Phone (312) 507-7236.

CONCLUSION

Asbenefit dollars become more scarce and the
environment for financial decision making more
complex, employees’ access to professional finan-
cial planningservices will become more valuable.
As employers attempt to limit the cost of ben-
efits, the ability of employees to make wise se-
lections becomes more important. Increasingly,
the providers of personal financial planning ser-
vices will rely on expert systems technology to
provide consistent and cost effective advice for
employees.

Endnotes

1. Personalfinancial planningservicesare providedto
the public by certified financial planners (CFPs), chartered
financial consultants (ChFCs) and Securities and Exchange
Commission registered investment advisers (RIAs). In ad-
dition, depending on the nature of their practice and expe-
rience, some certified public accountants (CPAs), certified
life underwriters (CLUs), attorneys and others with substan-
tial trainingand experience in the field may also provide per-
sonal financial planningadvice. A company providing finan-
cial planning as a benefit can help the employees avoid an
unqualified or dishonest plannerby screening potential plan-
ners. While some states license financial planners, such pro-
fessionals would be subject to federal regulation for the first
timeifa Housebill(HR 4441)introduced April 2, 1990 passes.

2. “Financial Planning for Corporate Executives: Al-
most Half of Large Employers Offer this Service,” Spencer’s
Research Reports #290-17, May 1989.

3. IDS Financial Services, Employee Financial Plan-
ning Study, March 1987.

4. Steven R. Vandegrift, APEX, May 2, 1990.

5. According to the Bureau of Labor Statistics (BLS),
twice as many employees of medium and large companies
were covered by flexible benefit plansin 1988 asin 1986. Still,
this represents only 13% of workers covered by the BLS sur-
vey, and many more employers are considering changing to
flexible benefit plans.

6. In 1984 the Financial Accounting Standards Board
began requiring the cost of postretirement health and life
insurance be recorded and disclosed, along with related in-
formation, in the financial statements of business entities.
Death benefits included as part of pension plans were ex-
cluded from the 1984 standard.

7. Thissurvey did not include costs, and thus no price
sensitivity was measured.

8. Theauthorswish tothank W. Alfred Mukatis for his
assistance in writing on the subject of liability.

9. “That which we call a rose by any other name will
smellassweet.” See RomeoandJulietby William Shakespeare.

10. Strictliability forultrahazardousactivitiesand for prod-
ucts are examples of cases in which claims of damages may
result without proofof negligence. “Ultrahazardousactivities™
speaks for itself; it has been applied to injuries resulting from
activities such as the keeping of wild animals, blasting activ-
ities, field burning, crop sprayingand thelike. Similarly, “strict
product liability,” in general, requires that the product besold
in a “defective condition unreasonably dangerousto the user
or consumer or to his property.” See Restatement (Second)
of Torts §402(A)(1). It is difficult to imagine either of these
legal claims being successfully applied to financial injury re-
sulting from an imperfect computer system.

11. Theseauthorsarecurrently preparinga report forthe
International Foundation of Employee Benefit Plans that will
provide a checklist of items to be considered when testing
financial planningadvice and describe how hypothetical cases
can be used.
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