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December 31, 2008

We are pleased to present this summary of the activities of the Investment Adviser
Association.

2008 was a busy, productive, and successful year for the IAA. Thanks to the hard
work of many IAA volunteers and our dedicated staff, the Association provided
valuable and quality services in the three primary categories addressed in this annual
report: advocacy, compliance, and education.

During 2009, the IAA’s role in representing our interests is more critical than ever.
As a result of the recent market turmoil, Congress and the new Administration are
poised to enact the most far-reaching changes to the regulatory structure governing
financial services in decades. The IAA and its members will need to work hard to
ensure that our views on relevant issues are heard and understood.

The IAA’s purpose is to serve as the leading industry organization dedicated solely to
the interests of the investment advisory profession. As such, the IAA’s involvement in
the impending “regulatory reform” debate will be crucial as policy makers consider
changes that directly affect our businesses.

We appreciate your continued support of the Association and look forward to
working with all members as we strive to build on the IAA’s proud record of serving
our membership. As always, we welcome your suggestions and invite you to
participate in the various activities of your organization.

Board of Governors
Investment Adviser Association
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The Investment Adviser Association plays a critically important role as the only organization

dedicated to representing the interests of the investment advisory profession. The IAA serves as the

profession’s spokesperson and advocate on issues that affect all investment advisory firms. As the

legislative and regulatory landscape has become more complicated and dynamic, the IAA has been

involved in a continuing dialogue with the U.S. Congress, the SEC, the Department of Labor, the

Department of Treasury, state securities regulators, and other industry organizations regarding every

major initiative affecting the investment advisory profession. In addition, the IAA continues to build

relationships with regulators and organizations outside the United States as an increasing number of

our members are involved in global markets.

A D V O C A C Y
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Following is a sampling of initiatives and issues the IAA was actively involved with during 2008 (please
refer to the “Comments and Statements” section of the IAA web site – www.investmentadviser.org –
for a compendium of comment letters, testimony, and other position papers authored by the Association):

� During 2008, the IAA focused on strengthening its advocacy activities before the U.S. Congress.
For example, in June the IAA conducted its first annual “Lobbying Day” on Capitol Hill during
which investment advisers from more than 30 IAA member firms spread out across Capitol Hill
to indicate their opposition to the establishment of a self-regulatory organization (SRO) for the
investment advisory profession. In March, the U.S. Treasury Department recommended
imposition of an SRO for investment advisers in its “Blueprint for a Modernized Financial
Regulatory Structure” – a document now receiving renewed attention by Congress as a result
of the credit crisis. The report stated that Congress should make “statutory changes to harmonize
the regulation and oversight of broker-dealers and investment advisers… [and] that investment
advisers be subject to a self-regulatory regime similar to that of broker-dealers.” Following release
of the Blueprint, Treasury officials clarified that they contemplated that the Financial Industry
Regulatory Authority (FINRA) – the organization that resulted from the merger of the regulatory
arms of NASD and the NYSE – would serve as the investment adviser SRO. The IAA has
consistently indicated its opposition to an SRO as unnecessary, burdensome, and costly. As a
complement to its lobbying efforts, the IAA also raised more than $40,000 for the newly
established IAA Political Action Committee (IAA-PAC) from individuals at IAA member firms.
In turn, IAA-PAC made political contributions to the campaigns of members of Congress who
play key roles in setting the statutory framework under which investment advisers are regulated.
In 2008, the IAA significantly increased its efforts to educate and engage members with regard
to its advocacy efforts before Congress. The IAA published numerous articles in its monthly
newsletter, featured “regulatory reform” during the Town Hall session at IAA’s Annual Meeting,
and held a free “regulatory reform” webcast for IAA member firms in November. Additionally, the
IAA created a Government Relations Committee to assist in developing positions on issues before
Congress and in strengthening its grassroots lobbying efforts. As 2009 begins, the 111th Congress
already has held numerous hearings on potential “regulatory reform” proposals. The IAA will be
actively involved in serving and protecting the interests of its membership during the upcoming
debate. Potential concerns include the establishment of an SRO for investment advisers,
“harmonization” of the laws governing brokers and investment advisers, and structural changes
to the SEC. The IAA will continue to build its advocacy program and to encourage its members to
be proactive in educating policy makers about the issues facing the investment advisory profession.

� During 2008, the Association continued its active involvement in developments relating to the
interplay of rules for brokers and investment advisers, including the broker-dealer exception
under the Investment Advisers Act. On January 3, the SEC released a report it had commissioned
by the RAND Corporation on the business practices of investment advisers and broker-dealers.
The RAND study found that the traditional lines separating investment advisers and broker-
dealers have blurred and that financial service professionals are becoming more interrelated.
Paradoxically, it found that while individual investors typically fail to distinguish the different
services provided by broker-dealers and investment advisers and do not understand the different
duties and legal protections afforded under the differing regulatory regimes that govern the two
industries, investors are generally satisfied with their own financial service providers. SEC
Chairman Cox directed his staff to come up with policy options by the end of April. The IAA
met with the SEC staff task force charged with developing these options and provided additional
information regarding the differences between advisers and brokers. In April, the IAA submitted
a letter to the SEC outlining the IAA’s views regarding the underlying policy issues concerning
broker-dealer and investment adviser regulation implicated by the RAND report. The IAA will
continue to be involved in any activities resulting from the report and subsequent developments,
including potential Congressional and SEC action during the coming year.
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� The IAA has continued to
assume a proactive role in
dealing with a variety of
issues relating to SEC
examinations. During the
past few years, the SEC has
made dramatic changes to
its inspection program.
Changes include converting
the inspection program’s focus
to a risk-based approach and
dramatically expanding the
scope of documents requested. In 2006, the Association wrote a letter to the Director of the
SEC Office of Compliance Inspections and Examinations that sets forth a number of constructive
suggestions for improving deficiency letters that are issued during the course of SEC examinations.
The IAA letter noted that deficiency letters must be “consistent, transparent, and fair” and that the
process should be based on “articulated rules and regulations that are applied prospectively.” Since
then, the IAA has met regularly with OCIE staff to discuss these concerns. In 2008, in response to
these concerns, the SEC provided its field offices with a deficiency letter template and took further
steps to enhance the consistency and clarity in the format, tone, and approach of deficiency letters
across all regions. In addition, in response to concerns raised by the IAA and others regarding the
unprecedented expansion of document request letters issued by the SEC’s inspection office in the
New York region, the SEC modified its initial request letter and recently posted on its web site an
overview of the core information that the examination staff initially will request during investment
adviser examinations.

� On October 30, the Financial Crimes Enforcement Network (FinCEN) withdrew its proposed
anti-money laundering (AML) regulations for investment advisers, unregistered investment
companies, and commodity trading advisors. This action directly benefits all IAA member firms.
FinCEN originally proposed the AML rule proposal for investment advisers on May 5, 2003.
The proposed rules followed the basic AML principles applicable to most other financial
institutions and would have imposed extensive requirements on all investment advisory firms.
During the lengthy rulemaking process, the IAA engaged in substantial efforts to educate FinCEN
regarding investment advisers and how advisers differ from other financial institution participants.
The IAA submitted extensive written comments urging FinCEN to take a risk-based approach,
minimize the burdens on small firms, and permit advisers to tailor any requirements to the size
and nature of their businesses. The IAA will continue to monitor any further FinCEN
consideration of application of the AML rules to investment advisers.

� The IAA continued its advocacy regarding Part 2 of Form ADV, the so-called “brochure” that
investment advisers prepare for their clients. In March 2008, the SEC re-proposed Form ADV
Part 2 amendments designed to require investment advisers to prepare and deliver to clients and
prospective clients a plain English narrative brochure providing detailed information about an
adviser’s business practices, conflicts of interest, and disciplinary history. Although amendments
to Form ADV Part 2 were first proposed more than eight years ago, the re-proposal addressed a
number of comments that had been provided by the IAA in response to the original proposal.
In May, the IAA submitted extensive, detailed comments regarding the proposed amendments.
The IAA subsequently met with SEC Chairman Cox, all other SEC Commissioners, and SEC
staff to discuss the proposal. In a letter to Chairman Cox written in August, the IAA urged the
Commission to complete work on the proposal prior to the end of the year. In response, in a letter
sent to the IAA in October, Chairman Cox indicated that “the tentative schedule for consideration

[ ]“As Congress and the new Administration
debate and craft ‘regulatory reform’

legislation in 2009, the IAA’s advocacy
role will be more important than ever in
representing and protecting the interests

of the advisory profession.”
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of final amendments to Form ADV, Part 2, is early December 2008.” While it appears that action
on the re-proposal is now unlikely at this time, the IAA will continue to urge the Commission to
complete its work on this important initiative.

� The IAA was active regarding other disclosure initiatives in 2008 as well. For example, in
October, the IAA submitted a comment letter to the SEC regarding its Roundtable on
Modernizing the Commission’s Disclosure System, which is part of the 21st Century Disclosure
Initiative, a Commission effort to examine fundamental questions about the way it acquires
information from public companies, mutual funds, and other regulated entities, and the way it
makes that information available to investors and the markets. Noting the widespread usage of the
Internet and electronic communications in today’s marketplace, the IAA urged the Commission
to ensure that these forms of communication are incorporated in all pending and future rule
makings and encouraged the Commission to provide for electronic delivery of Form ADV, Part 2,
coupled with Internet access. In September, the IAA submitted comments to the SEC regarding
its proposal to require certain municipal securities disclosure information to be filed
electronically with a single repository. The IAA strongly supported the Commission’s efforts to
increase the transparency of the municipal securities markets by improving the process for the
collection and availability of continuing disclosure documents for municipal securities. The SEC
recently adopted this proposal.

� In March 2008, the SEC proposed significant changes to the privacy requirements applicable
to investment advisers. The proposed amendments would impose far-reaching and numerous
requirements for safeguarding information and responding to information security breaches.
The proposed rules would greatly expand the scope of information currently required under
Regulation S-P and its disposal provisions. The IAA opposed the rule, noting the significant
additional costs that would be required to be borne by advisers and that existing regulations
already require policies and procedures to protect customer privacy and the security of customer
records. The IAA also objected to the SEC’s proposed expansion of the scope of Regulation S-P
(to employees and others not covered by the underlying legislation), requiring additional policies
and procedures, and requiring an elaborate written SEC notification process for security breaches.
At this time, the SEC has not acted on the proposal. The IAA will continue to voice its opposition
to this and other rules that would place significant burdens on investment advisory firms.

� The IAA and its members have been active in the ongoing debate involving soft dollars during
the past few years, including testifying before Congress, writing numerous comment letters, and
providing information to the SEC and its staff regarding soft dollar practices. In July 2008, the
SEC issued proposed guidance for mutual fund boards of directors in evaluating investment
advisers’ trading, best execution, and soft dollar practices. In October, the IAA submitted
written comments on the proposal, expressing concern about the negative tone toward soft
dollar arrangements implicit in the proposed guidance. While the IAA supported the SEC’s
goal of providing guidance to assist fund directors in their oversight duties, it urged the SEC
to incorporate a more balanced discussion of soft dollar arrangements in its final guidance and
acknowledge that fund boards may determine that the fund benefits from the adviser’s soft
dollar arrangements. The comment letter also recommended that the SEC emphasize in the
final release that the substantial information that the guidance suggests fund boards should
request from advisers is not a mandatory checklist for the boards. The IAA suggested that the
SEC’s Form ADV Part 2 proposal is the appropriate forum for adviser soft dollar disclosure and
that separate soft dollar reports are not necessary. The IAA will continue to work with policy
makers to ensure that any changes in soft dollar laws and regulations are appropriate for
investment advisory firms.
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� Since September 2008, the U.S. financial markets have undergone a tremendous upheaval as the
market indices have experienced unprecedented fluctuations and prominent financial institutions
have failed. In response to these events, various regulators, including the SEC, have taken
extraordinary steps to stabilize the financial markets. During this time, the IAA has been proactive
in addressing issues arising from these measures that affect members both from a compliance and
a buy-side perspective. For example, the SEC issued numerous emergency orders to address
concerns about significant disruptions to the securities markets, including requiring disclosure
of short sales on Form SH and tightening rules governing failures to deliver securities. The IAA
informed members of these emergency orders on a time-sensitive basis, received clarification from
the SEC on member questions, and obtained guidance from the SEC on the effect of the rules
on securities lending that was favorable to members. When the SEC adopted interim rules to
replace the emergency orders, the interim rules reflected many of the suggestions that the IAA had
made to the SEC staff before the formal comment period. The IAA staff also filed comment
letters on the interim final rules providing information about the unintended consequences of the
rules to investment advisers as well as requesting further changes to certain rules to accommodate
the needs of the adviser industry. In addition, the IAA has been actively monitoring the debate
surrounding “mark-to-market” (or fair value) accounting. The Emergency Economic
Stabilization Act of 2008 (EESA) signed by President Bush on October 3, required the SEC, in
consultation with the Federal Reserve Board and the Treasury Secretary, to conduct a study by
January 3, 2009 of mark-to-market accounting standards provided under FAS Statement No. 157
and to make administrative and legislative recommendations. In November, the IAA submitted a
comment letter to the SEC on the study, requesting the SEC to follow a deliberative, thoughtful
process in reviewing FAS 157 and its usefulness in financial reporting. The IAA urged the SEC
not to override the FASB’s independent standard-setting process by eliminating or suspending
FAS 157, as some industry participants have recommended. As part of the study, the SEC held
two roundtables focused on the usefulness of mark-to-market accounting to investors and
regulators, the effects of mark-to-market accounting on financial reporting by financial
institutions, potential market behavior effects from mark-to-market accounting, potential
improvements to the current accounting model, and implications of possible changes. The IAA
will continue to monitor the recommendations in the SEC’s study and related developments.

� During 2008, the Association played a leading role in a number of issues pending before the
Department of Labor. For example, late in 2007, the DOL published proposed rules that would
require contracts between advisers and their ERISA plan clients to provide for specific and detailed
disclosures regarding compensation the adviser receives and whether the adviser has conflicts of
interest that may affect its performance. Technically, the proposal amends a regulation under
Section 408(b)(2) of ERISA, which provides an exemption from the prohibited transaction rules,
to clarify what the DOL deems to be a “reasonable” contract. In February, the IAA submitted
comments outlining significant concerns about the proposal and recommending that the
Department clarify and modify it in a number of respects so that it will function more effectively
for both advisers and plans. The IAA strongly urged the Department to reduce costs and burdens
associated with the proposal by including a “safe harbor” providing that provision of an adviser’s
Form ADV, along with the written contract with the plan, will be deemed to satisfy the disclosure
requirements of the proposed regulation. In April, the IAA testified at a hearing before the
Department to express concerns regarding the proposed regulation and submitted a follow-up
letter responding to questions raised during the hearing regarding investment management of
defined benefit plans. The IAA also has taken a leading role regarding DOL’s proposed revisions
to Form 5500, the annual report and schedules required to be filed by pension plans subject to
ERISA. Throughout 2008, the IAA has sought guidance and clarifications from the Department
in interpreting the requirements of Form 5500. In July, the Department issued guidance in the
form of questions and answers addressing many of the issues the IAA had raised. The IAA
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continues to pursue additional clarifications in this area. In addition, the IAA has sought guidance
from the Department of Labor regarding the agency’s policy on gifts and entertainment under
ERISA. The IAA had noted that certain DOL officials have expressed the view that the agency
has a “zero tolerance” approach to routine business-related entertainment and that such statements
have created uncertainty in the financial services community regarding whether anymeals,
entertainment, or other expenses are permissible, and if so, to what extent. In August, the
Department responded by amending its Enforcement Manual to include guidance regarding the
treatment of gifts and entertainment provided to pension plan fiduciaries, which articulates an
“insubstantiality” test. In addition, in July, the DOL proposed rules to improve the disclosure of
fees and expenses to participants in 401(k) plans. The proposal would provide plan participants
with summary information, including fee and expense information, for investment options
available under their plans. The IAA submitted written comments in September that supported
the proposal but also expressed a number of concerns regarding application of the proposal to
non-mutual fund investment options.

� In 2008, the IAA continued to become more active in the international arena. For example,
the IAA submitted comment letters on two proposals by the Canadian Securities Administrators
(CSA). In April, the IAA submitted comments to the CSA on its re-proposal of soft dollar

disclosure requirements for investment advisers registered
in Canada and certain sub-advisers to Canadian clients.
Among other things, the IAA urged the CSA to reconsider
its proposed requirement that advisers “unbundle”
proprietary commissions and to adopt instead a disclosure
regime for brokerage commissions similar to that in the
U.S. In May, the IAA submitted comments to the CSA
regarding its re-proposal to harmonize and modernize the
registration process and requirements for investment
advisers across all Canadian jurisdictions. The IAA
requested that the CSA work towards a national approach
to investment adviser registration and provided specific
comments on the proposed “international adviser” and
“sub-adviser” exemptions. In September, the IAA formed
an International Committee to provide guidance to the

IAA staff and to facilitate member exchange of information about current practices and trends
around the world. More than 50 members have joined the Committee, which is expected to meet
on a quarterly basis. The Committee will focus on international investing and compliance issues
as well as market access issues.

� The IAA expects an active regulatory agenda in 2009. As the “regulatory reform” debate
heats up on Capitol Hill, it is likely that the SEC will also take action on various issues related
to the economic crisis. In addition, SEC officials have indicated a number of potential
regulatory initiatives, including: (1) action stemming from the current market crisis situation;
(2) adopting significant revisions to Form ADV, Part 2 and Regulation S-P; and (3) revisions
to the books and records rule under the Advisers Act. The IAA has been communicating with
SEC staff conducting a top-to-bottom review of the books and records rule and has expressed
concerns about a potential “business as such” standard for investment advisers. In addition,
the IAA expects to continue its efforts to persuade the SEC staff to provide relief under the
advertising rules for inclusion of past specific recommendations in certain materials provided
to clients, prospective clients and consultants.

[ ]“The IAA is the spokesperson
for the investment advisory

profession with policy makers
in Washington, DC and

around the globe.”
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The IAA serves as a unique and valuable resource on legal, regulatory, and compliance issues.

The compliance environment has become increasingly complex with the promulgation of sweeping

regulations as well as more comprehensive and targeted inspections and aggressive enforcement by

the SEC and the DOL. The IAA provides a wide range of resources and services to help its members

deal with these developments. In addition to the availability of the IAA legal staff to provide

information regarding legal, regulatory, and compliance questions with members, the IAA offers an

expanding array of services and resources designed to assist members in addressing compliance issues.

C O M P L I A N C E
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During the past year, the IAA provided its growing membership with a variety of valuable resources
on current compliance, legal and regulatory issues, including the following:

� During 2008, the IAA legal staff responded to hundreds of requests for information about
legal, regulatory, and compliance issues from IAA member firms. This is a very valuable and
unique aspect of the IAA’s services to its membership. Many IAA member firms communicate
regularly with the IAA legal staff to obtain information about the rapidly changing regulatory
and compliance environment, industry practices, and future changes in the regulatory
environment. The IAA legal staff also provides information to member firms relating to
the scope and nature of SEC inspections. During the market turmoil this fall, the IAA staff
immediately informed members of important developments, assisted members with their
questions on various market issues, and received clarification from the SEC on member
questions associated with market events. The IAA legal team serves as an invaluable resource
for compliance professionals, in-house legal staff, and business executives.

� The IAA provides an expanding array of legal, regulatory, and compliance resources via its
web site (www.investmentadviser.org). In 2008, the IAA re-designed its web site so that it clearly
and concisely presents updated information about the IAA, including the IAA’s compliance
resources, as well as its advocacy and educational activities. The Members Only Area of the
IAA web site contains a growing library of useful and relevant information. Resources include
Legal, Regulatory, and Compliance Materials, an extensive set of materials written or
compiled by the IAA legal staff that cover every major area of adviser compliance issues, from
advertising, recordkeeping requirements, disclosure, and testing to compliance policies for

specific rules such as soft dollars, proxy voting,
codes of ethics, and the compliance program rule.
Each topic area includes: (1) IAA guidance on
the subject (including any relevant compliance
control from the IAA compliance guide), (2) IAA
comment letters and statements, (3) outlines,
articles and memoranda from a variety of sources,
and (4) links to selected rules and other
regulatory guidance. During 2008, the IAA legal
staff continued to update and expand these
compliance materials in order to inform member
firms of relevant issues and to provide substantive
and practical assistance. Additional resources on
the IAA web site include helpful documents
relating to SEC and DOL examinations

(including sample document request and SEC deficiency letters). The web site also includes
archived legal and regulatory updates, past issues of the monthly IAA Newsletter, and reports
and brochures, including the Investment Management Compliance Testing Surveys and
Evolution/Revolution reports. Collectively, the broad range of IAA compliance resources
represents an outstanding value for IAA member firms.

� In June, the IAA released the results of a major compliance testing survey. Jointly conducted
with ACA Compliance Group, IM Insight, and Old Mutual Asset Management, the report
identifies a wide range of compliance testing practices and strategies at investment adviser firms
in the areas of best execution, client directed brokerage, pricing and valuation, and anti-money
laundering. The survey also assesses compliance trends in testing from last year’s survey results
in the areas of soft dollars, gifts and entertainment, and insider trading. The report is based on
results from an online survey of more than 400 compliance professionals, representing a wide

[ ]“The Investment Adviser Association

is an indispensable and invaluable

resource on legal, regulatory and

compliance issues.”
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range of SEC-registered investment adviser firms. The survey represents the most comprehensive
compliance testing survey available. It provides new, updated, and practical testing ideas and
benchmarks that can be used by advisers to assess the effectiveness of their compliance programs.
For example, the 2008 survey found that the culture of compliance at 58% of responding firms
has improved from the previous year, despite the increased cost of compliance for 65% of firms
since the beginning of 2007. A majority of firms (63%) reported that their firm had implemented
a new compliance initiative since January 2007, including additional forensic tests, training,
and/or new or modified policies and procedures. The survey found that the most common
triggers for new compliance initiatives were: (a) areas of improvement identified during a firm’s
annual compliance review (49%) and (b) learning that regulators were focusing on a particular
area and proactively addressing it (43%).

� Educational meetings are a hallmark of IAA’s efforts to assist member firms in understanding
and addressing their legal, regulatory, and compliance obligations. In March 2008, the IAA
sponsored with IA Week the premier investment adviser compliance event of the year, the
10th annual IA Compliance Best Practices Summit in Washington, DC. More than 300
individuals participated in two days of current and comprehensive presentations by knowledgeable
speakers, including SEC and DOL officials, on all major topics facing investment compliance
professionals. In the fall of 2008, the IAA conducted its annual series of compliance workshops
in eight US cities. Throughout the year, the IAA sponsored educational webinars on topics
including the SEC’s Form ADV Part 2 proposal, ERISA hot topics, issues faced by US-based
advisers with clients in Canada and the United Kingdom, valuation, and current legislative
developments, in addition to a presentation on IAA member services.

� In September, the IAA, the CFA Institute Centre for Financial Market Integrity, and other
industry groups released three new Model Request for Proposals: one for equity investments,
one for fixed-income investments, and one for real estate investments. The Model RFPs were
developed to assist smaller institutional investors and
money managers to help streamline and improve the
process of selecting money managers. The Model
RFP project is a positive step toward greater
consistency and a more targeted focus in the RFP
process. Each Model RFP contains three sections:
firm information, product information, and
performance information, with questions that
can be customized to fit an investor’s particular
circumstances. The template asks questions about
firm personnel, compliance history and procedures,
governance and proxy structure, and trading and
soft dollar practices, as well as about the specific
proposed product, including investment philosophy
and process, research, fees, and product performance.

� In 2008, the IAA staff continued to increase the information available to members regarding
international issues. For example, in addition to the information provided to members about
short sale requirements imposed by the SEC during the market turmoil, the IAA has provided
information about short sale prohibitions and requirements imposed by regulators in significant
foreign jurisdictions. The IAA staff also updated information available on the member web
site about registration requirements in Canada, requirements in the United Kingdom for US
advisers with UK clients, and requirements for investing in foreign jurisdictions.

[ ]“The IAA’s services represent a

cost-effective way to keep up

with the increasingly complex

compliance environment.”

10
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� Going forward, the IAA expects to be involved in a number of emerging compliance issues
during 2009. Examples of these issues include state and federal privacy rule compliance, valuation
issues, various SEC inspection issues, compliance with ERISA disclosure requirements, and
international regulations that affect investment advisers.
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The IAA serves as a unique and respected networking resource that facilitates and encourages the

exchange and development of ideas among industry peers. The IAA conducted numerous

conferences, meetings, and workshops during the past year in an effort to keep our members fully

informed about relevant issues that affect the investment advisory profession. These meetings covered

a wide range of business issues. In addition, the IAA publishes reports, surveys, and other educational

materials that serve to inform and benefit all member firms. As the IAA continues to increase its

membership and resources, it will be able to offer an expanded range of educational benefits to serve

an increasingly diverse membership.

E D U C A T I O N

12
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Following is a sampling of educational initiatives and events the Investment Adviser Association
sponsored during 2008:

� In April, the IAA held its annual conference in Washington DC. Entitled “Reaching for
Success,” the program featured presentations by Ron Suskind (Pulitzer prize-winning journalist),
Dr. Art Laffer (“father of supply-side economics”), Paul Atkins (SEC Commissioner), Michael

Mauboussin (investment strategist), Robert
James Woolsey, Jr. (energy policy),
Edward Mathias (private equity), and other
distinguished speakers addressing a wide range
of issues. The conference also featured a
workshop on marketing, including
discussions on corporate identity and
branding, dealing with the media, online
communication trends and strategies,
integrating marketing and sales campaigns,
and a roundtable discussion. In addition to
offering a first-class program, the IAA annual
conference provides an excellent opportunity
for senior executives to meet with each other
to discuss issues of mutual concern. For

example, the conference features breakout sessions that allow a free exchange among peers of
information, ideas, and practices relating to business, operational, technology, and other issues
facing advisory firms. All member firms are encouraged to attend the 2009 annual conference
that will be held in San Diego on May 6-8.

� In June, the IAA sponsored operations workshops in Boston and San Francisco. Entitled,
“Mission Possible: Define the Future of Your Operations,” the workshops focused on improving
operational functions and resolving common problems faced by smaller advisory firms.
The workshops were led by Mark Tibergian, CEO of Pershing Advisor Solutions, a nationally
recognized expert and consultant on management issues within the financial services industry.
More than 100 persons participated in the workshops and engaged in interactive discussions
with the goal of developing a plan for their firms to achieve optimal operations.

� The IAA Board of Governors met in February (Washington, D.C.), June (San Francisco),
September (New York), and December (Chicago). In conjunction with its quarterly meetings,
the IAA Board generally hosts working luncheons for IAA members, featuring speakers on
topics of particular interest to member firms. During the past year, the Association’s volunteer
Board of Governors focused on completing a strategic plan for the Association to promote the
long-term effectiveness of the organization, to ensure that the organization is responsive to the
needs of its membership, and to identify appropriate goals and values.

� During 2008, the IAA hosted a number of conferences, workshops, seminars, conference calls,
and other compliance meetings designed to assist member firms in understanding and dealing
with their legal, regulatory, and compliance obligations. For example, in March 2008, the
IAA and IA Week cosponsored the 10th annual IA Compliance Best Practices Summit in
Washington, DC, featuring current and comprehensive information about all major topics
facing investment adviser compliance professionals. More than 300 professionals participated
in what has become the premiere investment adviser compliance educational event. In the fall of
2008, the IAA hosted its 11th annual compliance workshops in eight different cities. Earlier
in the year, the Association sponsored four educational webinars for compliance professionals.

[ ]“The IAA serves as an extremely

valuable networking resource that

facilitates the interchange of

information and ideas among

industry professionals.”
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These webinars covered ERISA, International/Canada, International UK, and Valuation issues.
The IAA plans to expand on these educational efforts in 2009 and beyond.

� The IAA continues its co-sponsorship of the Investment Adviser Certified Compliance
Professional (IACCP) program. In 2004, National Regulatory Services (NRS) announced the
establishment of the Center for Compliance Professionals and the IACCP program – the first
program of its kind. The stated purpose of the NRS Center for Compliance Professionals is
“to advance the compliance profession and to acknowledge the heightened role of compliance
professionals in today’s environment.” The IACCP is a professional education program that
consists of five primary requirements: (1) education (in general, requiring the successful
completion of 60 hours of course work); (2) work experience (in general, requiring two years
of full-time professional work experience); (3) passing the certifying examination; (4) adhering
to the program’s Code of Ethics; and (5) fulfilling continuing education requirements to
maintain the IACCP designation. The IAA legal team participates in a variety of activities
designed to maintain and enhance the quality and visibility of the IACCP program, including
traveling to and speaking at IACCP training sessions.

� In November, the Association sponsored two free webcasts for member firms. The first,
entitled “Regulatory Reform: High Stakes for Investment Advisors,” discussed the prospects
for “regulatory reform” in the coming weeks and months, how the results of the election may
affect financial services legislation in the next Congress, and how the IAA and its members can
work together for reasonable and appropriate regulation of the investment advisory profession.
The second was a Member Services webcast designed to introduce the membership to IAA’s
new web site and to provide information about the range of IAA services and activities. Led by
Nicole Hadfield, Director of Member Services, the one-hour session featured an overview of the
IAA’s primary services, an introduction to the IAA legal staff, and detailed information about
the IAA web site. Member firms are encouraged to contact IAA staff with any questions relating
to services and benefits and to submit ideas for future initiatives.

� In September, the IAA and National Regulatory Services published the eighth annual report
entitled Evolution/Revolution: A Profile of the U.S. Investment Advisory Profession. This
leading report provides a snapshot of the investment advisory profession based on information
submitted to the SEC by all registered advisory firms and analyzes core characteristics of the
industry. For example, the 2008 report found that the number of SEC-registered investment
advisers continues to grow, from 10,446 in 2007 to 11,030 in 2008. Similarly, total assets under
management reported by these firms (as of April 2008) showed significant growth, from $37.65
trillion in 2007 to $42.3 trillion in 2008. The 2008 report notes that the vast majority of
SEC-registered advisers are small businesses – about 7,800 advisers report that they manage
between $25 million and $1 billion in assets. The report also found that the largest investment
advisory firms continue to control the lion’s share of managed assets, noting that the 82 advisory
firms managing $100 billion or more collectively manage about half of all discretionary assets.

� The IAA Newsletter is a key component of the Association’s efforts to keep its membership
fully informed about its activities and to highlight significant legal, regulatory, and compliance
developments. Any employee of an IAA member firm who wishes to be included on the
newsletter mailing list should simply contact the IAA office. In addition to the monthly
newsletter, the Association publishes conference brochures, educational materials, and other
resources. Recently, the IAA began issuing email alerts that highlight late-breaking
developments that affect investment advisory firms. The IAA will continue to provide timely
information to all members regarding the upcoming “regulatory reform” debate and the
Association’s programs and activities.

These webinars covered ERISA, International/Canada, International UK, and Valuation issues.
The IAA plans to expand on these educational efforts in 2009 and beyond.
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[ ]“One of the most valuable benefits of belonging
to the Investment Adviser Association is the
ability to participate in a wide variety of
meetings that are specifically tailored to
address the issues, challenges, and

opportunities facing investment advisory firms.”

� The IAA web site (www.investmentadviser.org) is a growing and dynamic resource for all IAA
member firms and others. The newly designed site includes information about the IAA and the
benefits of membership, an alphabetical and geographic directory of IAA member firms
(including links to IAA member firm sites), a library of IAA comment letters, testimony, and
other statements relating to a wide variety of policy issues, an employment listings area, as well
as sections on investor education and the IAA Standards of Practice. Going forward, the IAA
expects to make further enhancements that will permit greater communication among member
firms and facilitate greater access to IAA services.

� The IAA has developed a Service Provider Directory that is available only to member firms.
The directory is designed to assist members in identifying companies that specialize in providing
services to investment management firms. Current listings include various legal, regulatory,
and compliance categories (including law firms, best execution services, proxy voting, e-mail
retention and archiving solutions, and anti-money laundering), as well as a number of
operational and business categories, including technology consultants, executive recruiting,
insurance, portfolio management providers, and client relationship management services.

� The Chartered Investment Counselor (CIC) designation, sponsored by the IAA, recognizes
individuals who have met significant education and experience qualifications in performing
investment counseling and portfolio management functions. Virtually all states now recognize
the CIC charter for purposes of waiving examination requirements. Information about the
CIC charter is available on the IAA web site or by contacting the IAA office.
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Membership of the Investment Adviser Association currently stands at more
than 500 SEC-registered investment advisory firms, marking the highest level in
the Association’s 70-year history. The IAA is committed to continuing to build
its membership in order to better represent the investment advisory profession
and provide additional services and benefits to all member firms.
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Source: “Evolution/Revolution: A Profile of the U.S. Investment Advisory Profession.” Investment Adviser Association and
National Regulatory Services (2008).
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BOARD OF GOVERNORS
INVESTMENT ADV ISER ASSOC IAT ION

Wendell W. Birkhofer, CFA, CIC (Dodge & Cox)

Daniel W. Boone III, CFA, CIC (Atlanta Capital Management Co., LLC)

Andrew J. Bowden (Legg Mason Capital Management)

Richard A. Carriuolo (R.M. Davis, Inc.)

John M. Corby, CFA, CIC (Rigel Capital LLC)

Michael S. Cornfeld, CFA, CIC (Heritage Investors Management Corp.)

Paula N. Drake (Oeschle International Advisors, LLC)

Geoffrey I. Edelstein, CFA, CIC (Transamerica Investment Management)

William A. Goldstein (Lodestar Investment Counsel, Inc.)

Clare M. Hansen (Badgley, Phelps and Bell, Inc.)

I. Craig Hester, CFA, CIC (Hester Capital Management, LLC)

Mark F. Kemper (UBS Global Asset Management)

K.C. King, CFA, CIC (Emerson Investment Management)

Blake Moore (Allianz Global Investors, U.S. Retail)

Vivian Pan, Ph.D., CFA (Hamlin Capital Management, LLC)

Elizabeth E. Prickett (Wellington Management Company, LLP)

Scott E. Richter (JP Morgan Investment Management)

M. Gervase Rosenberger (Tweedy, Browne Company, LLC)

James P. Sarni, CFA, CIC (Payden & Rygel Investment Counsel)

Patrick Sheppard (William Blair & Co., LLC)

Pat Swanson, CFA, CIC (King Investment Advisors, Inc.)

Linda Wondrack (Columbia Management Advisors, LLC)
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1050 17th Street, N.W., Suite 725

Washington, D.C. 20036-5514

[tel] 202-293-4222

[fax] 202-293-4223

www.investmentadviser.org
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