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December 31, 2009

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

2009 was a very challenging year for the IAA.  Among its many other activities, the
Association played a key role in representing the interests of the investment advisory
profession during the ongoing “regulatory reform” debate on Capitol Hill.  

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 activity report: advocacy, compliance, and education.  

Going forward, the IAA’s role in representing our interests is critical.  Congress is
poised to enact far-reaching legislation in the near future to restructure the regulatory
framework governing financial services.  The SEC is contemplating profound changes
that will address how investment advisers are regulated.  These and other 
developments underscore the need to support the work of the IAA to ensure that 
our views on relevant issues are heard and understood.  

We truly 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 2009 (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):

Financial services regulatory reform has been the IAA’s highest priority in 2009 as Congress embarked
on fundamental reform of the regulatory structure for the financial services industry.

LEGISLATIVE ADVOCACY

� The new administration and Congress have focused heightened scrutiny on investment adviser
regulation because of the financial crisis and the Madoff fraud.  As a result, 2009 saw renewed
calls for the “harmonization” of broker and adviser regulation, including a new “universal” fair

dealing standard for brokers, and oversight of investment
advisory firms by FINRA (formerly NASD), the broker-
dealer self-regulatory organization (SRO).  The IAA is
forcefully opposing efforts to water down or weaken the
Investment Advisers Act fiduciary duty that has governed
the activities of investment advisers for decades.  In
January, the IAA submitted a written statement that was
made part of the record of the first hearing of the House 
Financial Service Committee on the Madoff scandal,
emphasizing key differences between Madoff ’s firm and
typical investment advisers.  The IAA called for a broad
review of the SEC’s inspection and enforcement efforts
and strongly supported full funding for the SEC.  
The IAA also suggested that the SEC consider the 
circumstances under which dual registrants like Madoff
should be permitted to self-custody client funds managed
on a discretionary basis. 

� In March, the IAA was invited to testify before the Senate Banking Committee on regulatory
reform issues.  The IAA addressed Investment Advisers Act issues in detail, including calls for 
“harmonizing” broker and adviser regulation.  The IAA supported extending the Advisers Act 
fiduciary duty to broker-dealers and others who provide investment advice.  The IAA also called
for Congress to consider SEC “self-funding” to ensure the agency had sufficient resources for 
oversight and enforcement of the Advisers Act.

� In June, the Administration unveiled its “white paper” for financial regulatory reform.  Among
other things, the plan called for establishing a fiduciary duty for broker-dealers offering investment
advice.  The Treasury Department’s draft “Investor Protection Act of 2009” – released to 
Congress the next month – was intended to reflect these and other aspects of the Administration’s
financial services regulatory reform plan.  While applauding the Treasury Department for issuing
the proposed legislation, the IAA cautioned that revisions were necessary to achieve the stated goal
and began working closely with allied organizations, including the North American Securities 
Administrators Association (representing state securities regulators) and the Consumer Federation
of American, for changes to the draft legislation.  

� October 6 was a remarkable day in the history of the IAA.  The IAA conducted its Second 
Annual Lobbying Day on Capitol Hill – during which investment advisers from numerous IAA
member firms spread out across Capitol Hill to meet with their elected representatives and staff.
At the same time, the IAA testified before the House Financial Services Committee on a panel 
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that included SIFMA (representing the brokerage industry) and FINRA at a hearing on the 
proposed Investor Protection Act of 2009.  The IAA cautioned the committee that “it would be 
a mistake to alter or narrow the existing fiduciary standard under the Advisers Act.”  The IAA also
called for Congress to increase SEC resources and reiterated its strong opposition to the possible
creation of a self-regulatory organization for investment advisers.

� In November, Sen. Chris Dodd (D-CT), chairman of the Senate Banking Committee, released
draft regulatory reform legislation.  In a written statement, the IAA praised the legislation’s 
treatment of investment adviser issues, including provisions that would eliminate the current 
broker-dealer exclusion under the Investment Advisers Act, as well as a self-funding mechanism
that would enable the SEC to achieve more stable and long-term financing.  The Senate Banking
Committee is expected to continue its work on regulatory reform legislation in 2010. 

� In December, the U.S. House of Representatives voted to approve H.R. 4173, the Wall Street 
Reform and Consumer Protection Act of 2009.  The bill includes provisions directing the SEC
to conduct rulemakings that will establish standards of conduct for brokers and others who 
provide personalized investment advice to retail customers.  In addition, when the bill was 
considered by the House, Rep. Barney Frank (D-MA) and Rep. Steve Cohen (D-TN) offered 
an amendment to delete a provision in the legislation that would have authorized FINRA to 
inspect and regulate any investment adviser that is “associated” with a broker-dealer.  The IAA
strongly supported the amendment to delete the FINRA provision and called on IAA members 
to contact members of the House.  The amendment was adopted (thus stripping the FINRA 
provision from the bill).

� Complementing its lobbying efforts, significant contributions were received by the IAA Political
Action Committee (IAA-PAC) from individuals at IAA member firms.  In addition, the IAA 
Government Relations Committee met regularly to assist IAA staff in formulating and executing
its lobbying and grassroots strategies.  The IAA also sent out numerous Member Alerts, regularly
published articles in its monthly newsletter, and held free “regulatory reform” webcasts to ensure
that IAA members were fully apprised of critical regulatory reform developments and engaged in
IAA’s proactive grassroots efforts.
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U.S. REGULATORY ADVOCACY

During 2009, the IAA continued its role in representing the investment advisory profession in 
numerous regulatory proceedings that implicate investment advisers.

� For example, on March 6, the IAA submitted a letter to SEC Chairman Mary Schapiro discussing
recommendations relating to self-custody of client assets in light of the Madoff fraud.  The IAA
letter responded to testimony by SEC staff indicating that the agency intended to issue a 
rulemaking “to strengthen the custody and audit requirements for regulated firms.”  The IAA 
letter focused on dual registrants and self-custody situations and discussed measures the SEC could
consider to assist in preventing or detecting fraud in these situations.  In May, the SEC proposed
significant revisions to the custody rule applicable to investment advisers in response to the Madoff
scandal.  The proposal went beyond the Madoff situation and would have required all advisers
deemed to have custody of client assets to undergo an annual surprise examination by an independent
public accountant to verify client funds and securities.  As such, the proposed regulations would
affect the vast majority of investment advisers, including advisers that use independent third-party 
custodians but are authorized to deduct advisory fees from client accounts.  In July, the IAA 
submitted extensive, detailed comments regarding the proposed amendments, including strong
opposition to the requirements related to advisers that are authorized to deduct fees.  The IAA 
subsequently met with SEC Chairman Mary Schapiro and other SEC Commissioners to discuss
the proposal and suggest modifications.  In December, the Commission adopted a final rule that
incorporated several of the IAA’s suggested modifications to the proposal.  In particular, the final
rule significantly narrows the scope of the proposal by eliminating the proposed surprise audit 
requirement for (a) advisers that have custody solely because they deduct fees, (b) advisers to 
pooled investment vehicles that are audited by a PCAOB registered and inspected accountant and
that distribute financial statements in accordance with the rule; and (c) advisers with an affiliate
that holds their client assets and that can demonstrate that their affiliate is “operationally 
independent.”

� The IAA is actively pursuing alternative policy options to the SEC’s “pay to play” rule proposal
issued in August 2009, which would impose a two-year time-out on advisers’ receipt of 
compensation from public pension plan clients where advisory personnel have made a political
contribution to certain officials.  The proposal would also prohibit advisers from paying third 

[     ]“The idea of establishing a self-regulatory organization (SRO)
for investment advisers has been raised and rejected a 

number of times over the years.  We continue to oppose the
creation of an SRO for the advisory profession.  The 

drawbacks to an SRO – including inherent conflicts of 
interest, questions about transparency, accountability, and
oversight, and added costs and bureaucracy – continue 

to outweigh any alleged benefits.”
IAA Testimony Before the House Financial Services Committee (Oct. 6, 2009)
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parties to solicit government pension plans.  In October 2009, the IAA submitted substantial 
comments, applauding the intent of the proposal, while opposing the SEC’s basic approach and
suggesting workable alternatives. The IAA met with SEC staff in late 2009 and plans to meet with
SEC Commissioners in early 2010 to discuss the IAA’s comments and concerns.  The IAA has also
been actively monitoring developments related to pay to play at the state and local level.  For
example, in 2009, the IAA wrote a letter to the Illinois State Board of Elections to express IAA
members’ concerns about the reporting requirements under an Illinois law that imposes registration
and reporting requirements for certain Illinois vendors and bidders to be completed on a “business
entity registration form.” Among other issues, the
IAA requested clarification from the Board that an 
affiliated person’s business address, rather than a 
residential address, could be supplied on the form 
and that the disclosure of minor children’s and
spouses’ names be eliminated or, at a minimum, 
that the spouses’ names not be publicly disclosed.  
In October 2009, the Illinois legislature adopted
amendments to the law that eliminated the 
requirement to list minor children.

� In 2009, the IAA continued to assume a proactive
role in addressing issues relating to SEC 
examinations.  During the past year, the SEC has
been making significant changes to its inspection
program as a result of the Madoff scandal, the SEC Inspector General reports on the SEC’s Office
of Compliance Inspections and Examinations (OCIE), and Congressional regulatory reform 
proposals.  Changes include focusing on cause exams, complaints and tips, custody, and valuation,
as well as on improving OCIE’s risk-based approach to selecting investment advisers to examine.
In July 2009, the Association wrote a letter to Chairman Schapiro to support the SEC’s stated
goals and changes made to the SEC examination program for advisers.  In August, IAA staff met
with OCIE staff to discuss potential improvements to the SEC examination program for advisers.
The IAA will continue its dialogue with SEC staff regarding examinations of investment advisers.

� The IAA addressed a number of important privacy regulations issued in 2009.  In April, the SEC
re-proposed the model privacy notice form under Regulation S-P that it had originally proposed
in 2007.  In May, the IAA submitted comments on the re-proposal, emphasizing the Association’s
initial comments that the form was inflexible and geared toward banks.  In November 2009, the
SEC, along with seven other federal regulatory agencies, announced adoption of the final model
privacy notice forms for voluntary use by financial institutions, including SEC-registered 
investment advisers.  The agencies specifically addressed most of the IAA comments, which 
facilitate the ability of investment advisers to use the model forms.  In August 2009, five years 
after it was initially proposed, the SEC adopted Regulation S-AM, which implements affiliate 
marketing rules for SEC-registered investment advisers, broker-dealers, investment companies, 
and transfer agents.  The rules generally impose limits on the use of certain information received
from an affiliate to solicit a consumer for marketing purposes.  In September, the IAA asked the
SEC to extend the time period to comply with the regulation.  In November, the SEC extended
the compliance date from January 1 to June 1, 2010.  The IAA is following issues related to the
Federal Trade Commission’s Red Flag Rules, which would require certain firms to implement 
policies and procedures related to identity theft.  The IAA has also been monitoring privacy 
developments at the state level.  In January, the IAA submitted comments to the State of 
Massachusetts on its Standards for the Protection of Personal Information of Residents of the 
Commonwealth, which go into effect on March 1, 2010.

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

profession with policy makers 
in Washington, DC and 

around the globe.”
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� In 2009, the SEC formed an investor advisory committee to advise the SEC on matters relating
to Commission actions from the standpoint of the investor. The IAA has monitored the hearings
and sent a letter to the committee offering the IAA’s services and resources to support the work of
the Committee.  The IAA urged the Committee to examine several key issues that are the subject
of current debate and potential legislative and regulatory action, including fiduciary duty, 
harmonization of broker-dealer and investment adviser rules, and SEC resources.  In the 
meantime, pending legislation would make the committee permanent.  The committee has 
met at the SEC twice and the next meeting will be in February 2010.

� During 2009, the Association continued its advocacy regarding a number of issues pending before
the Department of Labor.  For example, with respect to LM-10, a form on which investment 
advisers are required to file reports on gifts and entertainment provided to union trustees of 
Taft-Hartley plans, the IAA has continued its efforts to persuade the DOL to impose any 
requirements through formal notice-and-comment rulemaking rather than informal 
pronouncements and web site guidance.  The DOL invited the IAA to a meeting on related 
issues held in July 2009, at which the IAA presented its views on LM-10.  The IAA has taken a
leading role regarding DOL’s revisions to Form 5500, the annual report and schedules required 
to be filed by pension plans subject to ERISA.  Throughout 2009, the IAA has sought guidance
and clarifications from the Department in interpreting the requirements of Form 5500 and has 
engaged in numerous discussions with members regarding Form 5500 implementation issues.  
In October, the Department issued supplemental guidance in the form of questions and answers
addressing certain of the issues the IAA had raised.  In addition, the IAA continues to monitor the
DOL’s proposed rules and related legislation to improve the disclosure of fees and expenses to 
participants in 401(k) plans.  The proposals would provide plan participants with summary 
information, including fee and expense information, for investment options available under their
plans.  Most recently, the IAA met with the newly appointed Assistant Secretary for Employee
Benefits Security Administration at DOL to share the investment advisory profession’s concerns
and views regarding a wide range of ERISA and DOL matters.

� The IAA continues to advocate for investment advisers before state securities administrators.
For example, in February 2009, the IAA wrote a letter to the State of Minnesota commenting on
revised Minnesota investment adviser rules and how they inappropriately affect federally covered
advisers.  The IAA notified the Minnesota securities regulators that various provisions would 
violate requirements of federal law.  On July 31, Minnesota responded affirmatively to the IAA
recommendations and changed all but one of the four issues brought to their attention.

� In 2009, the Association represented the interests of investment advisers before the Department 
of Treasury and the IRS.  There has been some confusion and concern in the investment 
management industry whether certain investment advisory employees are required to file a 
Foreign Bank and Financial Accounts (FBAR) with the IRS and to make appropriate disclosures 
in the person’s tax returns (Schedule B).  The IRS requires a U.S. person with a financial interest
in, or “signature or other authority” over, a foreign financial account to file a FBAR.  For advisory
clients that have international assets in their portfolios, the concern is that employees of an 
investment adviser may be deemed to have signature or other authority over the foreign financial
accounts in which the non-US assets of such clients are held.  In 2009, the IAA submitted two 
letters to the IRS recommending that the exception from the FBAR filing requirement currently
available for officers and employees of banks and certain publicly traded domestic companies be 
extended to employees of an investment advisory firm who may be considered to have “signature
or other authority” over a foreign financial account.
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� During the past year, the IAA continued its advocacy with respect to CFA Institute developments,
including the Institute’s asset manager code of professional conduct.  The Institute proposed
addition of risk management provisions to the code that would require a firm complying with the

Code to establish processes to 
analyze risks relevant to the firm.
In January 2009, the IAA 
submitted a letter acknowledging
the importance of establishing risk
management processes, but 
commented that such processes 
do not belong in the Code, which
should focus on broad concepts
that emphasize a firm’s fiduciary
duty and address fundamental 
ethical concepts.  In response to
the IAA’s comments, the CFA 
Institute made a number of 
revisions to the proposal.  

In addition, in January 2009, the Executive Committee of the Global Investment Performance 
Standards (GIPS) published a proposal to revise significantly its standards.  The IAA submitted 
extensive written comments on many aspects of the proposed changes, including requesting that
GIPS not include requirements for risk disclosure and fair value.  In October, the GIPS Executive 
Committee announced its decision to revise certain provisions in the standards in response to
comments, including those made by the IAA.

INTERNATIONAL REGULATORY ADVOCACY

During 2009, the IAA continued its active involvement in the international arena.

� The IAA International Committee marked its first full year in September with an in-person 
meeting of the Committee, in which a delegate of the EU Commission addressed the Committee
as a guest speaker.  Since its inception last year, more than 50 members have joined the Committee
and the Committee meets on a quarterly basis to discuss important international investing, 
compliance and market access issues.

� With the support of the International Committee, the IAA also has become even more engaged in
international regulatory advocacy and submitted a number of comment letters this year to non-
U.S. regulatory institutions.  First, the IAA submitted a comment letter to the UK regulator on its 
short selling disclosure proposal recommending that market participants be required to make 
disclosures to the regulator in lieu of public disclosure by market participants.  The IAA also 
submitted letters to the EU Commission regarding the effects of the current draft of the 
alternative investment fund managers directive on non-EU managers.  In the letter, the IAA
sought to confirm that the proposed directive will permit non-EU domiciled investment 
managers, such as U.S. managers, to provide portfolio management services to EU investors either
directly or by delegation without having a physical presence in the European Union.  The IAA 
also submitted a comment letter to the Committee of European Securities Regulators (CESR)
on its proposal for a pan-European short selling disclosure regime.  In the letter, the IAA 
requested that CESR, rather than adopting an individual short position disclosure approach, 
re-evaluate the flagging short sale approach whereby a marker would be put on each individual short
sale order and aggregated short sale information in each security would be published to the market. 

[     ]“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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� In 2009, the IAA advocacy efforts also produced successful results in the international area.  
First, IAA comments have contributed to the Canadian Securities Administrators (CSA)
revising the final Canadian soft dollar rule in certain important respects.  Among other things,
in response to comments from the IAA and others, the CSA adopted specific qualitative disclosure
requirements rather than requiring advisers to make quantitative disclosures regarding brokerage 
commission by unbundling commissions, and amended the proposal to require advisers to provide
a statement that the name of any dealer or third party that provided a good or service will be 
provided to the client upon request rather than requiring advisers to disclose all third party 
broker-dealers.  Moreover, in adopting a new harmonized registration regime for investment 
advisers, the CSA revised the definition of permitted clients for the international adviser 
exemption in response to IAA and other comments.  The revision would not condition the ability
of foreign investment managers to advise a fund on the involvement of a Canadian-registered 
portfolio manager. 

ADVOCACY IN 2010

� The IAA expects an extensive regulatory agenda in 2010.  As 2010 begins, Congress will 
continue to consider substantial regulatory reform legislation. The IAA will remain fully engaged
in serving and protecting the interests of its membership during the continuing debate.  In 
addition to fiduciary duty, an SRO for advisers, and “harmonization” of the laws governing 
brokers and investment advisers, IAA legislative concerns include adequate resources for and 
structural changes within the SEC, custody issues, disclosure and reporting requirements, and
market regulation issues. The IAA will continue to build its government relations program and 
to encourage its members to be proactive in educating policy makers about the issues facing the 
investment advisory profession.  On the regulatory front, SEC officials have indicated a number 
of potential upcoming initiatives, including: (1) harmonizing investment adviser and broker-dealer
regulations; (2) adopting pay-to-play rules; (3) adopting comprehensive revisions to Form ADV
and Regulation S-P; and (4) initiatives related to short selling and securities lending.  The 
Department of Labor also plans to proceed with initiatives affecting investment advisers, 
including fee and expense disclosure requirements to both plan participants and plan sponsors.

“The IAA agrees that market and regulatory developments – 
primarily the migration of brokers toward more traditional advisory
services – has created investor confusion about the respective roles

and obligations of brokers, advisers, and others who provide
investment advice. But we disagree that extending the sale-of-
products structure governing brokers would be appropriate for 

investment advisers providing professional services. Instead, we 
believe any ‘harmonization’ of laws and regulations governing 

brokers and investment advisers should extend the investor 
protection benefits of investment adviser fiduciary standards to 

anyone who offers investment advice.”
IAA Testimony Before the Senate Banking Committee (March 26, 2009)



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 to 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 members with a variety of valuable resources on current
compliance, legal and regulatory issues, including the following: 

� During 2009, the IAA legal staff responded to more than 900 requests for information about
legal, regulatory, and compliance issues from IAA member firms. These calls provide a very 
valuable and unique service to IAA members. Many IAA member firms regularly contact the
IAA legal staff for up-to-date information about the rapidly changing regulatory and compliance
environment, industry practices, and future changes in the regulatory environment. The IAA
legal staff provides information to member firms on topics that include the scope and nature 
of SEC inspections, rule requirements, and state filing issues.  In addition to one-on-one 
conversations, the IAA also responded to member questions and concerns with dozens of IAA
Alerts that address late-breaking developments.  These services from the IAA legal team provide
an invaluable resource for compliance professionals, in-house legal staff, and business 
executives.  

� The IAA provides members with extensive legal, regulatory, and compliance resources on 
its web site (www.investmentadviser.org). Following a major web site re-design in 2008, the IAA
continues to enhance its web site to ensure that it continues to present clear and concise 
compliance resources for members, as well as current information about the IAA’s advocacy 
and educational activities.  The Members Only Area of the IAA web site contains an 
expanding library of useful and relevant information. Resources include Legal, Regulatory, 
and Compliance Materials, extensive materials written or compiled by the IAA legal staff that
cover every major area of adviser compliance issues, including custody, privacy, portfolio 

management, disclosure, and testing, as well 
as compliance policies for specific rules such as
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 2009, 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. The IAA also added a
new compliance guide on Valuation and Pricing.

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, current and past issues of the monthly IAA
Newsletter, and reports and brochures, including the Investment Management Compliance
Testing Surveys and Evolution/Revolution reports, and archived webcasts, some of which are
available at no charge for members. Collectively, the broad range of IAA compliance resources
represents an outstanding value for IAA member firms.

� In August, the IAA provided members with a sample letter on client confirmation of assets
that member firms undergoing SEC examinations could use to inform clients about a new SEC
examination practice.  The sample letter explains that during exams the SEC may contact clients
directly to verify the existence of client assets managed by the adviser it is examining.  The letter,
which is posted on the IAA’s web site, was drafted in response to requests from member firms 

[ ]“The Investment Adviser Association

is an indispensable and invaluable

resource on legal, regulatory and

compliance issues.”

11
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that were concerned that this unprecedented contact from the SEC could alarm clients.  The
letter may be used to let clients know that they may be contacted directly by the SEC and asked
to complete a Routine Account Confirmation Form to confirm account balances as well as 
deposits and withdrawals. The letter also recommends that clients ask for confidential treatment
of any information provided to the SEC and includes a link to detailed information about how
clients can seek confidential treatment.

� In May, the IAA released the results of its fourth annual compliance testing survey – the most
comprehensive compliance testing survey available.  Jointly conducted with ACA Compliance
Group, ACA Insight, and Old Mutual Asset Management, the report addressed compliance 
testing in light of the market crisis that began in September 2008. Additionally, reflecting 
current industry “hot topics,” the survey contained in-depth questions about firms’ testing 
practices in the areas of risk management, custody and safekeeping of client assets, marketing
and advertising, and portfolio management. The results reflect responses from an online survey
of more than 440 compliance professionals, representing a wide range of SEC-registered 
investment adviser firms. The survey 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, close to half of the survey respondents reported that their firm 
conducted new compliance tests or otherwise changed their testing in response to the market
crisis. These new or heightened tests generally focused on three areas: review of portfolio 
holdings and investment guidelines; adequacy of disclosure in light of new information about
products or markets; and counterparties. Other areas of increased testing include sub-adviser
oversight, valuation, and derivative instruments.

� Educational meetings are an integral part of IAA’s efforts to assist member firms in 
understanding and addressing their legal, regulatory, and compliance obligations.  On March 
12-13, the IAA co-sponsored with IA Week the 11th annual IA Compliance Best Practices 
Summit in Washington, DC.  Attendees participated in two days of presentations by experts in
the field, including SEC and DOL officials, on all major topics facing investment compliance 

 No 57%

Yes 43%

Source: “2009 Investment Management Compliance Testing Survey”  ACA Compliance Group, Investment Adviser Association,
ACA Insight, Old Mutual Asset Management 

SINCE THE MARKET CRISIS BEGAN, HAS YOUR FIRM

CONDUCTED NEW TESTS OR

OTHERWISE HEIGHTENED 

OR CHANGED YOUR 

TESTING TO SPECIFICALLY

ADDRESS ISSUES RAISED 

BY THE CRISIS?
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professionals.  In the fall of 2009, the IAA also conducted its annual series of compliance 
workshops in eight U.S. cities. Throughout the year, the IAA sponsored educational webinars
on various topics including Massachusetts data security regulations, how advisers should prepare 
for SEC exams, compliance programs for small advisers, changes to the custody rule, re-assessing 
risk and the annual review, international issues for investment advisers (including the Foreign
Corrupt Practices Act), and the new registration regime in Canada, in addition to a number of
webinars on regulatory reform developments.

� In 2009, the IAA staff continued to increase the information available to members regarding 
international issues.  For example, the IAA staff provided members with memoranda on a 
number of international topics and developments, including on the UK regulator’s proposal for
short selling disclosure and consultation paper on distribution of retail investments, the EU
Commission’s proposal for a directive on alternative investment fund managers, the Committee
of European Securities Regulator’s proposal for an EU short selling disclosure regime, the new 
Canadian registration regime, the Australian regulator’s consultation paper on securities lending
and substantial holdings disclosure, Hong Kong regulator’s consultation paper on short sale 
reporting, and the UK government’s financial reform proposals.  In addition, the IAA staff 
updated information available on the member web site about registration requirements in
Canada and short sale prohibition requirements in selected foreign jurisdictions.

� Going forward, the IAA expects to be involved in a number of emerging compliance issues
during 2010.  Examples of these issues include safeguarding client assets, policies and 
procedures related to political contributions, state and federal privacy rule compliance, trading
protocols, various SEC inspection issues, compliance with ERISA disclosure requirements, and
international regulations that affect investment advisers.



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, webinars, 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, compliance, and regulatory reform 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
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Following is a sampling of educational initiatives and events the Investment Adviser Association
sponsored during 2009: 

� In May, the IAA held its annual conference in San Diego. Entitled “Navigating the Challenge,”
featured speakers included the Honorable Luis Aguilar from the SEC, Horacio Valeiras, CIO of
Nicholas-Applegate on the Crash of 2008, Larry Speidell, Frontier Market Asset Management
on frontier stock markets, Christopher Thornberg, Beacon Economics on recession economics,

J. Craig Venter, Synthetic Genomics on 
matters relating to the genetic code, Bill
Davidson from Qualcomm on wireless 
technology, and Ivor Royston of Forward
Ventures on biotechnology.  Concurrent
workshops on institutional and wealth 
management were conducted by members 
of Casey Quirk and Schwab Institutional 
respectively.  In addition to offering a 
first-class program, the IAA annual 
conference continues to provide 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 best practices relating to business, operational, 
technology, and other issues facing advisory firms. All member firms are encouraged to attend
the 2010 annual conference that will be held in Chicago on April 28-30. 

� The IAA Board of Governors met in February (Washington, D.C.), June (Chicago), 
September (Boston), and December (Los Angeles).  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. This year’s speakers included Daniel J. Fuss, CFA,
CIC, of Loomis Sayles.  During the past year, the Association’s volunteer Board of Governors 
focused on specific areas identified in the IAA’s strategic plan, including government relations,
financial issues, and membership growth and retention, to ensure that the organization remains 
responsive to the needs of its membership in accordance with its missions.   

� During 2009, the IAA hosted a number of conferences, workshops, webinars, 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 2009, the 
IAA and IA Week cosponsored the 11th 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 170 professionals participated 
in the conference this year.     

� In the fall of 2009, the IAA hosted its 12th annual compliance workshops in eight different
cities. As in past years, the workshops addressed a range of current important regulatory and
compliance issues facing investment advisory firms, including new SEC rule proposals.  The
workshops featured expert investment management attorneys and IAA legal staff, as well as 
regional SEC staff from the Office of Compliance Inspections and Examinations (OCIE) who
addressed significant changes underway in the examination and inspection program and the
SEC generally.  In addition, national law firms prepared extensive written materials for IAA
members.  More than 300 persons participated in the workshops.

[    ]“The IAA serves as an extremely 

valuable networking resource that 

facilitates the interchange of 

information and ideas among 

industry professionals.”
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� Earlier in the year, the Association sponsored seven educational webinars for compliance 
professionals. These webinars covered Massachusetts Data Regulation, SEC Exams, Compliance
for Small Firms, Re-assessing Risk and the Annual Review, International Issues, the SEC 
Custody Rule, and Canadian Regulatory Reform. As a time-efficient and cost-effective education
tool, webinars will continue to play a useful role in IAA’s communications effort in 2010.

� In 2009, IAA continued its successful 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 “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
moderating and speaking at IACCP training sessions.

� The IAA sponsored two free webcasts for member firms in February and July.  The first, 
entitled “Regulatory Reform: Is Congress Set to Revise Investment Adviser Regulation?” 
included an update on the current status of financial services regulatory reform legislation in
Congress and a call for investment advisers to contact their members of Congress as the Bernard
Madoff scandal made investment adviser regulation a legislative priority.  The second, 
“Regulatory Reform: How the Administration’s Plan Will Affect the Investment Advisory 
Profession,” reviewed the Obama Administration’s call for the enactment of legislation to 
“harmonize” the regulation of broker-dealers and investment advisers.  The free webcasts were
part of the Association’s efforts to keep IAA members fully informed of potential changes that
would affect the investment advisory profession.
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� In October, the IAA and National Regulatory Services published the ninth 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 2009 report found that total assets under management (AUM) 
reported by all SEC-registered investment advisers fell $8.3 trillion (19.6%) between 2008 and
2009, from $42.3 trillion in 2008 to $34 trillion in 2009.  The total number of SEC invest-
ment adviser registrations remained relatively flat between 2008 and 2009 – 11,257 entities
were registered with the SEC as investment advisers in 2009, compared to 11,030 in 2008.  
Consistent with previous years, the report notes that a relatively small number of large 
investment advisory firms manage a disproportionate share of total assets – fewer than 500 
advisory firms (about 4% of all SEC-registered investment advisers) reported managing more
than $10 billion in assets, yet collectively accounted for more than 80% of all assets ($27.9 
trillion).  It also reported that the vast majority of SEC-registered investment advisers are small
businesses.  In 2009, more than 8,000 investment advisers reported managing between $25 
million and $1 billion in assets (71% of all SEC-registered investment advisers).  Of these, more 
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than 4,200 (38% of all advisers) reported managing between $25 million and $100 million in
assets.  More than 10,000 advisers (90%) reported 50 or fewer employees (not including clerical
workers).  Of these, more than 7,700 advisers (almost 70% of all advisers) reported 10 or fewer
employees.  As noted in the ongoing regulatory reform debate, the growing number of 
investment advisers raises issues about the adequacy of SEC resources.

� 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.  The IAA also disseminates electronic Member Alerts that highlight significant 
late-breaking developments and that keep all members informed of the Association’s programs
and activities.  The IAA expects to expand the use of these and other educational tools.

� The IAA web site (www.investmentadviser.org) is a growing and dynamic resource for all IAA
member firms and others. The 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 Board of Governors recently approved a new Associate Membership program.  
Associate membership is available to firms and persons who are not eligible for regular 
membership, including law firms, consultants, service providers, and others who wish to 
support the activities of the IAA.  The program will assist the Association in its primary 
mission of serving the interests of the investment advisory profession.  Associate members 
will receive the IAA Newsletter and Member Alerts and will be listed on the IAA web site.

� The on-line Service Provider Directory is available in the Members’ Only section of the web
site. 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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[      ]“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.”
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Membership of the Investment Adviser Association currently stands at more
than 475 SEC-registered investment advisory firms that collectively manage in
excess of $8 trillion for a wide variety of individual and institutional clients.  
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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