
INSIDE IMCA

MARCH / APRIL 2015 61

Standards may arise when a certificant/des-
ignee leaves one firm and joins or estab-
lishes a new firm and transfers client 
information as part of the process without 
informing the client. An IMCA certificant/
designee considering a career move should 
consult IMCA’s Code and Standards for 
guidance to ensure compliance should they 
decide to change employers.

Duty to Disclose All Compensation 
and Potential Conflicts of Interest
IMCA’s Code and Standards also recognize 
a duty to disclose all compensation 
received and any conflicts of interest that 
may be involved when serving clients. The 
IMCA Code and Standard 1 (Item #2) pro-
vide that financial professionals shall dis-
close “fully to clients, services provided 
and compensation received. All financial 
relationships, direct or indirect, between 
consultants and … [others] or any other 
potential conflicts of interest shall be fully 
disclosed on a timely basis.” In addition, 
Standard 2(b) points out that financial pro-
fessionals “have a responsibility to disclose 
to clients all compensation in all forms and 
amounts received for consulting services 
provided.” Standard 3(e) reminds financial 
professionals that they have “a responsibil-
ity to fully disclose the nature and amount 
of any and all compensation, direct and 
indirect, paid to a nonaffiliated third party 
who refers, solicits or otherwise assists the 
consultant in obtaining clients.” Finally, 
Standard 5(b) requires the financial profes-
sional to “disclose to employers all situa-
tions, ownership of securities and/or 
membership on boards or other organiza-
tions that could reasonably interfere with 
their duty to employers or their ability to 
make unbiased and objective recommen-

IMCA Code and Standards relating to  
client confidentiality, knowledge of regula-
tory requirements, disclosure of compensa-
tion arrangements, conflicts of interest,  
and obligations to the employer may 
potentially apply when transitioning from 
one job to another. Lewis (2008) discusses 
compliance with the Protocol and other 
legal issues involved in changing jobs. 
Table 1 presents a summary of recent 
IMCA disciplinary actions.

Duty to Maintain Confidentiality of 
Information
IMCA certificants and members have a 
duty to maintain the confidentiality of 
information entrusted to them by clients. 
IMCA’s Code and Standards require that 
each financial professional maintain the 
“confidentiality of all information 
entrusted by the client, to the fullest extent 
permitted by regulatory and legal entities, 
in conjunction with the professional’s firm/
company policy” (Standard 1, No.4;  
Code No. 4). Standard 2(d) states that 
financial professionals “have a responsibil-
ity to maintain the full privacy and confi-
dentiality of all information provided to 
them by both institutional and individual 
clients.” Standard 3(a) requires that finan-
cial professionals “who receive material 
nonpublic information in confidence have 
a responsibility to abstain from disclosure 
or use of that information whether or not 
such use would cause harm to a client.”

The PRB has investigated matters in which 
IMCA certificants and members who were 
changing firms were alleged to have violated 
their duty to preserve the confidentiality of 
client information. Possible violations of the 
confidentiality provisions of the Code and 

For most IMCA members, parting 
ways with a current employer is 
not a complicated affair; however, 

from time-to-time complaints related 
to this issue have come before IMCA’s 
Professional Review Board (PRB) and in 
some cases have resulted in disciplinary 
action. Accordingly, it is useful to remem-
ber that changing employers entails certain 
professional, legal, and ethical consider-
ations. Specifically, with regard to IMCA’s 
Code of Professional Responsibility (Code) 
and Standards of Practice (Standards), 
knowledge of regulatory requirements, 
client confidentiality, and employment 
policies of your current and prospective 
employers, among other things, are often 
important in any career move.

The Protocol for Broker Recruiting 
(Protocol), now administered by the 
Securities Industry and Financial Markets 
Association, was a notable milestone in the 
financial industry that sought to clarify 
many of the professional obligations of 
employers and advisors when changing 
firms.1 Before a number of leading Wall 
Street firms adopted the Protocol, financial 
professionals’ movement from one firm to 
another often resulted in legal challenges. 
Today, it is believed that more than 1,000 
firms have signed the Protocol, and many 
observers agree the Protocol has helped to 
clarify the obligations of the firms and 
financial advisors involved in an employ-
ment transition. Nevertheless, whether or 
not an advisor works for a firm that has 
signed onto the Protocol, the lesson to be 
learned from the experience of many is to 
exercise careful consideration of the legal, 
professional, and ethical environment. 
Specifically, a number of provisions of the 

IMCA’S Code of Professional Responsibility: 
Moving from One Firm to Another 
By  Pro fe s s i o n a l  Rev i e w  B o a rd  a n d  Ro b e r t  E .  Fra n ke l ,  Es q .

© 2015 Investment Management Consultants Association Inc. Reprinted with permission. All rights reserved.



INVESTMENTS&WEALTH MONITOR62

INSIDE IMCA

in the investment management consulting 
profession. In July 2002, the IMCA Board 
of Directors adopted the Standards, which 
seek to provide practical guidance to invest-
ment management consultants in the 
course of conducting their practices and 
providing services to clients. The Code and 
the Standards are enforced by the PRB uti-
lizing the Disciplinary Rules and Procedures, 
which provide the framework for requiring 
CIMA®, CIMC®, and CPWA® certificants 
and IMCA members to abide by the Code 
and Standards.

Robert E. Frankel, Esq., is IMCA’s standards  

and legal counsel. If you have questions or 

comments, contact him at 303.850.3082 or 

rfrankel@imca.org.

Endnote
1. See Protocol for Broker Recruiting, http://www.sifma.

org/services/standard-forms-and-documentation/
broker-protocol.
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to be returned by a court. Such cases have 
resulted in the entry of discipline by the PRB. 
Accordingly, when leaving an employer, pay 
particular attention to complying with all 
statutory, regulatory, and legal requirements. 

Conclusion
Financial advisors often consider and, in 
some cases, make decisions to pursue new 
career opportunities with new firms. Such 
movement between jobs has become a real-
ity of the marketplace. Every financial advi-
sor must consider the law of the state in 
which they conduct business as well as any 
agreements or policies to which they are 
bound that govern such career moves. For 
IMCA certificants and members, additional 
obligations of professional responsibility are 
set forth in the Code and Standards. Be sure 
to consult all those requirements as well 
when considering a change in employment.

This article is part of an occasional series 
focusing on issues related to the Code and 
Standards. The Code was adopted in 1985 
to promote and maintain the highest stan-
dards of personal and professional conduct 

dations and decisions regarding their con-
sulting client.”  

An emerging issue of concern for the PRB 
relating to this duty to disclose all compen-
sation is questions surrounding so-called 
“recruitment bonuses” paid to advisors 
transitioning between firms. These bonuses 
take many forms, but they often are struc-
tured as deferred-compensation arrange-
ments contingent upon meeting various 
sales thresholds over a number of years. The 
importance of this issue became a “front 
burner” issue recently when FINRA consid-
ered a rule requiring the disclosure of 
recruitment incentives. FINRA ultimately 
withdrew the controversial rule, and the 
issue remains unresolved for the industry, 
but IMCA’s Code and Standards still impose 
an obligation on certificants and members 
to determine the necessary disclosures. 

Duty to Comply with Statutory, 
Regulatory, and Legal Requirements
IMCA’s Code and Standards require certifi-
cants and members to comply with all legal 
and regulatory requirements: “Each finan-
cial professional shall … [c]omply fully with 
all statutory and regulatory requirements 
affecting the delivery of investment consult-
ing services” (Code and Standard 1 [Item 
#5]). Standard 4(b) emphasizes that finan-
cial professionals “have a responsibility to 
make every effort to understand and comply 
with regulations and rules that are applica-
ble to their specific positions and duties.” 

The PRB has decided disciplinary cases 
involving situations in which an employee 
removed information that was firm property. 
The removal of such information was pro-
hibited by firm policy and/or an employ-
ment agreement and eventually was ordered 

Table 1: Summary of Disciplinary Activities, 2011–2014

Year of 
Disclosure

Total 
Cases 

Opened

Closed 
No 

Action Pending

Findings Made-
No Violation/No 

Sanction
Private 

Censure
Public 

Censure Suspension Termination

2011 70 46 5 1 16 1 1 0

2012 70 51 7 2 9 0 1 0

2013 67 53 7 0 4 1 1 1

2014 135 119 15 0 1 0 0 0

TOTALS 342 269 34 3 30 2 3 1

CALL fOR NOmINATIONS: ImCA bOARd Of dIRECTORS

Deadline Is June 30, 2015
Have you ever considered serving on IMCA’s 13-member board? IMCA members may nominate them-
selves	or	another	member	for	board	service.	Once	nominations	are	presented	to	the	Nominating	Commit-
tee, potential candidates will be asked to complete nomination applications. This nomination application 
will	be	considered	by	IMCA’s	Nominating	Committee	for	any	board	director	seats	that	open	within	the	next	
two years. Aside from IMCA membership, there are no mandatory criteria for an individual to be nominated 
to	serve	on	the	IMCA	Board.	However,	prior	service	on	IMCA	committees	is	a	plus.	If	you	are	interested	in	
serving as an IMCA ambassador or on an IMCA committee, visit http://www.imca.org/pages/committees. 
For more information, or to nominate a member for the board of directors, please contact Elissa Motley via 
e-mail	at	emotley@imca.org	or	phone	303.850.3098.	To	be	considered	for	the	2015	Board	nominations,	
nomination applications must be received by June 30, 2015.
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