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Effective March 2011, for the first time individual 
investment advisors will be required to deliver to 
clients professional dossiers under the SEC’s recent 

amendments to Form ADV that will highlight information 
on their background and experience, including professional 
designations. Although Form U-4 for registered 
representatives of broker-dealers captures information 
on certain professional designations, this is the first time 
individual investment advisors will be required to provide 
information on their own educational and professional 
backgrounds. Specifically, the requirement will apply to 
an SEC-registered investment advisor’s officers, partners, 
directors or employees, or any other person who provides 
investment advice on the adviser’s behalf and is subject to 
the advisor’s supervision or control, who either formulates 
investment advice and has direct client contact, or 
who makes or participates in discretionary investment 
decisions for a client’s assets, even if the person has no 
direct client contact.1  

Overview
The new Form for individual investment advisors—called 
the “Brochure Supplement” because it supplements the 
investment advisory firm’s own Part 2 brochure—provides 
for the disclosure of information about special designations 
on both an optional and mandatory basis. First, individual 
investment advisors (referred to by the SEC as “supervised 
persons”) may, but are not required to, list information 
regarding their professional designations. In allowing 
this disclosure, the SEC recognized “that some clients 
may be interested in learning of professional designations 
held by the individuals providing them with investment 
advice.” The SEC, however, also noted that because “the 
required credentials, training, and experience associated 

with different designations vary widely,” simply listing such 
designations may not be meaningful to clients. Therefore, 
if financial advisors choose to include such disclosure 
in their brochures, they must also provide sufficient 
information to enable clients to understand the nature of 
the professional designations. Specifically, the SEC has said 
in instructions to investment advisory firms, “[y]ou may 
list any professional designations held by the supervised 
person, but if you do so, you must provide a sufficient 
explanation of the minimum qualifications required for 
each designation to allow clients to understand the value 
of the designation.” (Emphasis added.) In discussing its 
reasoning for permitting but not requiring this disclosure, 
the SEC expressed its concerns that “requiring such 
information may encourage the proliferation of fictitious 
and meaningless designations” and “investors may be 
confused by some professional designations.” Additionally, 
the SEC noted that “we are not electing to require a listing 
of professional designations as we do not require, nor 
do we endorse, any designations” and “we are concerned 
that ... requiring such disclosure could cause clients to 
mistakenly believe we do endorse designations.”

Second, regardless of whether a financial advisor 
chooses (or is permitted by his or her firm) to identify 
professional designations, his or her firm is required to 
disclose certain revocations or suspensions of professional 
designations held by a financial advisor for violation of 
rules on professional conduct. Specifically, the Form states 
that firms must disclose “[a]ny ... proceeding in which a 
professional attainment, designation, or license of the 
supervised person was revoked or suspended because of 
a violation of rules relating to professional conduct. If the 
supervised person resigned (or otherwise relinquished 
his attainment, designation, or license) in anticipation 
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1 The SEC notes in its instructions that if an investment advisory firm has no clients to whom it must deliver a brochure supplement, then it need not 
prepare any brochure supplements. Investment advisory firms are not required to deliver supplements to three types of clients: (i) clients to whom the 
advisor is not required to deliver a brochure (e.g., investment companies registered under the 1940 Act and certain business development companies); 
(ii) clients that receive only impersonal investment advice for which the advisor charges less than $500 per year; and (iii) certain “qualified clients” 
that also are officers, directors, employees and other persons related to the advisor. “Qualified clients” are (i) any executive officers, directors, trustees, 
general partners, or persons serving in a similar capacity, of the advisory firm; or (ii) any employees of the advisory firm (other than employees 
performing solely clerical, secretarial, or administrative functions) who, in connection with their regular functions or duties, participate in the 
investment activities of the firm and have been performing such functions or duties for at least 12 months.

In addition, the SEC notes in its instructions that “no supplement is required for a supervised person who has no direct client contact and has 
discretionary authority over a client’s assets only as part of a team. In addition, if discretionary advice is provided by a team comprised of more than 
five supervised persons, brochure supplements need only be provided for the five supervised persons with the most significant responsibility for the  
day-to-day discretionary advice provided to the client.”
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of such a proceeding (and the advisor knows, or should 
have known, of such resignation or relinquishment), 
disclose the event.” The way the Form defines the term 
“proceeding” may have the effect of limiting any required 
disclosures, and this may have been an oversight on the 
SEC’s part. The Form’s glossary defines a “proceeding” 
as “a formal administrative or civil action initiated by a 
governmental agency, self-regulatory organization, or 
foreign financial regulatory authority; a felony criminal 
indictment or information (or equivalent formal charge); 
or a misdemeanor criminal information (or equivalent 
formal charge).” This definition, as drafted, relates primarily 
to certain enumerated disciplinary events brought 
by governmental or regulatory authorities, which are 
generally not the authorities that issue, suspend, or revoke 
professional designations. Because of this, the reference to 
“proceeding” raises possible questions on the disclosure 
requirements applicable to suspensions or revocations of 
professional designations.

Even if the revocation or suspension of a professional 
designation falls within the reporting requirement, a 
firm may elect not to disclose this information if the firm 
can conclude it is immaterial to a client’s assessment of 
a financial advisor. According to the SEC’s instructions 
to investment advisory firms, “[y]ou may, under certain 
circumstances, rebut the presumption that a disciplinary 
event is material. If an event is immaterial, you are 
not required to disclose it. When you review a legal 
or disciplinary event involving the financial advisor 
to determine whether it is appropriate to rebut the 
presumption of materiality, you should consider all of the 
following factors: (1) the proximity of the financial advisor 
to the advisory function; (2) the nature of the infraction 
that led to the disciplinary event; (3) the severity of the 
disciplinary sanction; and (4) the time elapsed since the 
date of the disciplinary event.” However, if a firm concludes 
that the materiality presumption has been overcome, it 
must prepare and maintain a file memorandum of that 
determination in its records.

If a client receives a brochure supplement electronically 
and if disclosure on a revocation or suspension of a 
professional designation is provided through either 
FINRA’s BrokerCheck system or the Investment Adviser 
Public Disclosure system (“IAPD”), the Item 3 disclosure 
requirement may be met if the brochure supplement 
includes (i) a statement that the financial advisor has 
a disciplinary history, the details of which can be found 
on FINRA’s BrokerCheck system or the IAPD, and (ii) a 
hyperlink to the relevant system with a brief explanation of 
how a client may access the disciplinary history.

Implementation by Investment Advisory Firms
The new requirement to distribute supplemental brochures 
poses formidable challenges to many investment advisory 
firms, particularly the larger ones with hundreds or 

thousands of financial advisors. Many firms will need to 
develop processes and systems to capture, review, and 
compile the reportable information in order to reliably 
prepare the supplemental brochures for distribution to 
clients in time for the March 2011 deadline. This includes 
making many subjective judgments and determinations 
that may be required when preparing, reviewing, and 
approving these documents. 

In the area of professional designations, many firms 
will need to reach out to their financial advisors to collect 
information on their professional designations and related 
documentation, as well as information about the character 
or nature of the designations so that such information may 
be presented on the brochure supplements as required. 
Investment advisory firms will also need to develop 
reporting mechanisms so that financial advisors can report 
the revocation or suspension of a professional designation 
on a prompt basis so that information may be reflected on a 
brochure supplement’s amendment if required. Again, the 
largest burden will be on those investment advisory firms 
that employ the greatest number of financial advisors.

IMCA’s Involvement
IMCA’s professional designations require licensees to 
meet rigorous experience, education, examination, and 
ethical standards on an initial and recurring basis in order 
to maintain their designation status. As a service to our 
members and the firms with which they are associated, we 
are providing standard or template language on our Web 
site that may be used to describe each of the designations 
on supplemental brochures. Although we understand 
that certain investment advisory firms may, at least 
initially, decide not to permit their financial advisors to 
list professional designations on brochure supplements 
until they have developed mechanisms to capture and 
review information on such designations, we hope that by 
providing this guide and template disclosure our members 
are able to present to clients useful information on the 
professional designations that they have earned through 
our organization. 

In addition, IMCA has developed a professional 
review process to respond to investor complaints. This 
peer-review disciplinary process is unique to voluntary 
professional designation programs and allows the public 
the opportunity, through the IMCA Web site, to file 
complaints against a designee and view public disciplinary 
actions.

Conclusion
IMCA supports the notion of financial advisors both 
disclosing their professional designations and providing 
information about the nature of those designations. As 
the SEC itself acknowledged in its releases discussing the 
proposed and final Form ADV amendments, there are 
myriad professional designations, including professional 
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designations that are little more than marketing labels 
and may cause investor confusion. Because professional 
designations vary substantially in their scope and rigor,  
we hope that providing more information on IMCA 
designations and what they stand for will help all investors 
understand and appreciate the value of IMCA designations.

IMCA members should expect their firms to reach out 
to them shortly about the roll-out process for brochure 
supplements. We welcome your questions and would 
be more than happy to discuss the new requirements as 
they relate to IMCA designations with you and your firm 
leadership.
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