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Despite new custody rules for Registered Investment Advisers, 
one must still be very careful
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The following steps can help protect against being the victim 
of a Ponzi scheme or other financial fraud
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ÅThe SEC has a website with tips on how to check out brokers 
and investment advisers: 

http://www.sec.gov/investor/brokers.htm

Å5ƻƴΩǘ ǘŀƪŜ ŀ ƳŀǊƪŜǘƛƴƎ ǇƛǘŎƘ ŀǘ ŦŀŎŜ ǾŀƭǳŜ

ÅCombine the use of referrals and your independent analysis to 
choose an investment adviser
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ÅNever write a check or wire funds directly to an investment 
adviser to fund an account

ÅCustodial accounts are 3rd party accounts that offer protection 
by safekeeping cash and securities

ÅMake sure a potential custodian is a member of SIPC (the 
Securities Investor Protection Corporation)

ÅTo fund an account, cash and/or securities should only be sent 
ǘƻ ŀ ŎǳǎǘƻŘƛŀƴ ŦƻǊ ŦǳǊǘƘŜǊ ŎǊŜŘƛǘ ǘƻ ƻƴŜΩǎ ŀŎŎƻǳƴǘ ŀǘ ǘƘŜ 
custodian

ÅLŦ ȅƻǳΩǊŜ ƴƻǘ ǎǳǊŜ ŀōƻǳǘ ǘƘŜ ǎŀŦŜƪŜŜǇƛƴƎ ƻŦ ȅƻǳǊ ŎŀǎƘ ŀƴŘ 
securities, consider consulting an estate planning attorney  
who should be able to help protect your assets
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ÅάCƛŘǳŎƛŀǊȅ ǊŜǎǇƻƴǎƛōƛƭƛǘȅέ ƛǎ ŀƴ ƛƴǾŜǎǘƳŜƴǘ ŀŘǾƛǎŜǊΩǎ Řǳǘȅ ǘƻ 
put your interests first

Å.ǊƻƪŜǊǎ ƻŦǘŜƴ ǳǎŜ ǘƘŜ ǘƛǘƭŜ άŦƛƴŀƴŎƛŀƭ ŀŘǾƛǎƻǊ κ ŀŘǾƛǎŜǊΣέ ōǳǘ 
ŘƻƴΩǘ ƘŀǾŜ ŦƛŘǳŎƛŀǊȅ ǊŜǎǇƻƴǎƛōƛƭƛǘȅ

ÅFinancial advisers who are registered investment advisers with 
the SEC or one or more of the 50 states, do have fiduciary 
responsibility
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Å5ƻƴΩǘ ƎƛǾŜ ŀƴ ŀŘǾƛǎŜǊ ǘƘŜ ŀōƛƭƛǘȅ ǘƻ ǘǊŀƴǎŦŜǊ ŦǳƴŘǎ ǘƻ ƻǘƘŜǊ 
accounts, whether the  accounts are in your name or not

ÅPer SEC definition, if an adviser can extract a management fee 
from your account, they have custody of your assets 
ï²ƛǘƘ άŎǳǎǘƻŘȅΣέ ŀƴ ŀŘǾƛǎŜǊ Ŏŀƴ ǇƻǘŜƴǘƛŀƭƭȅ ŘƛǾŜǊǘ ŀ ŎƭƛŜƴǘΩǎ ŀǎǎŜǘǎ ŦƻǊ 
ǘƘŜ ŀŘǾƛǎŜǊΩǎ ǇŜǊǎƻƴŀƭ ǳǎŜ

ÅLŦ ȅƻǳ ǇǊŜŦŜǊ ŀƴ ŀǳǘƻƳŀǘƛŎ ŘŜōƛǘ ƻŦ ǘƘŜ ŀŘǾƛǎŜǊΩǎ ƳŀƴŀƎŜƳŜƴǘ 
fee from your account, at minimum
ïYou should be notified of any fund transfer requests immediately
ïConsult your custodian about receiving alerts and ensuring your 

adviser can only extract the management fee to which you agreed 
upon, and at the specific interval agreed upon

Å!ƎŀƛƴΣ ƛŦ ȅƻǳΩǊŜ ƴƻǘ ǎǳǊŜΣ ŎƻƴǎƛŘŜǊ ŎƻƴǎǳƭǘƛƴƎ ŀƴ ŜǎǘŀǘŜ 
planning attorney
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ÅThe Association of Certified Fraud Examiners provides anti-
fraud training and education: http://www.acfe.com/home.asp

ÅOther resources include Fraud College, a non-profit 
organization devoted to helping protect people from 
fraud:http://www.fraudcollege.info
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ÅThe fact that someone is a Senior Vice President, has a 
securities license, professional certification or advanced 
education, does not protect one from fraud

Å¢ƛǘƭŜǎ ŀƭǎƻ ŘƻƴΩǘ ŜƴǎǳǊŜ ǘƘŀǘ ŀƴ ƛƴǾŜǎǘƳŜƴǘ ŀŘǾƛǎŜǊ ƛǎ ƎƻƻŘ 
ïThere are Certified Financial Planners (CFPs) and MBAs who cannot 

manage a portfolio, and people without a college degree who can 

ÅYour best defense is your financial knowledge
ïThe greater your financial knowledge, the better your ability to judge 

the knowledge of others
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