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Presentation Disclosures
• Although the sponsor of this presentation, RIA Compliance Consultants, Inc. (“Sponsor”), is an affiliate of a law 

firm and Sponsor may have an individual on its staff that is also licensed as an attorney providing legal services in 
a completely separate capacity, Sponsor is not a law firm and does not provide legal services or legal advice.  A 
consulting relationship with Sponsor does not provide the same protections as an attorney-client relationship.  

• This presentation is offered for educational purposes only and should not be considered an engagement with 
Presenter or Sponsor.  This presentation should not be considered a comprehensive review or analysis of the 
topics discussed today. These materials are not a substitute for consulting with an attorney  or compliance 
consultant in a one-on-one context whereby all the facts of your situation can be considered in their entirety. 

• Despite efforts to be accurate and current, this presentation may contain out-of-date information.  Additionally, 
Presenter and Sponsor will not be under an obligation to advise you of any subsequent changes. 

• Information provided during this presentation is provided "as is" without warranty of any kind, either express or 
implied, including, without limitation, warranties and merchantability, fitness for a particular purpose, or non-
infringement. Presenter and Sponsor assume no liability or responsibility for any errors or omissions in the content 
of the presentation. 

• There is no guarantee or promise that concepts, opinions and/or recommendations discussed will be favorably 
received by any particular court, arbitration panel or securities regulator or result in a certain outcome. 

• To the extent that you provide RCC with your email address, it will be added to RCC’s electronic newsletter 
mailing list regarding compliance issues for investment advisors. You may opt out at any time by calling RCC at 
877-345-4034 or clicking at any time the “unsubscribe” link on the electronic newsletter.

• Communication with today’s webinar presenter is not protected by attorney-client privilege.  Please keep questions 
during this seminar in a hypothetical form.  This seminar session and/or the presentation materials may be 
recorded, copied and/or shared with third parties and/or posted to our public website. 



Agenda
• Definition of Investment Advisor
• SEC v. State Registration
• Registration Process & Requirements
• Best Practices for Drafting the Form ADV
• Some Common Registration Traps
• Ongoing Compliance Duties of a New Firm



Definition of Investment Advisor
individual or entity that:
(1) provides advice or analysis by making direct or 

indirect recommendations regarding securities 
or securities markets; 

(2) for compensation in any form; and 
(3) engages in the regular business of providing 

advice regarding securities. 



Exemption from Registration

• “Solely Incidental” Exclusion for Broker-Dealers, 
Lawyers, Accountants, Engineers, Teachers, 
Banks, Bona Fide Publishers 

• Private Fund Adviser Exemption
• Some state may have exemption based on 

limited number of clients



Who Should Register as IA?

• Recommend Establishing an Entity 
• This Entity Will Register as the Investment 

Advisor
• Individuals Will Register as the Investment 

Adviser Rep under  the Firm



Investment Adviser Rep
• Definition Differs Depending Whether IAR 

Rep to State or SEC Firm
• Definition of IA Rep with State Firm Also 

Varies by State
• Need to Consult Applicable Rules of State 

Securities Regulator



General Definition of IAR
A person who, for compensation 
(1) provides any advice or recommendations 

regarding securities; 
(2) makes investment decisions regarding 

securities; 
(3) solicits or sells investment advisory services; or 
(4) supervises employees who perform any of the 

foregoing



IA Rep Qualifications
• Varies by State

– Typically Series 65
– Series 66 & Series 7 Currently Held by B/D
– In Lieu of Exams: CFP, CFA, ChFC, PFS, CIC 

currently Active and in Good Standing
• Still Required to File Form U4  



SEC v. State Registration of IA

• Typically Determined by Assets Under 
Management (AUM)
– Amount of Assets Receiving Continuous 

Supervision
– SEC Registration Allowed at $100 Million AUM



SEC Exemptions to $100M AUM

• 120 Day Exemption
• Investment Company
• 15 States
• Pension Consultant ($200M)
• Internet Advisor



SEC Registration Process
• Establish & Fund IARD/CRD Account
• File ADV Part 1A & Applicable Schedules (i.e., Schedules 

A, B, & D) via IARD System
• Upload ADV Part 2A via IARD System
• Minimal Review by SEC 
• Typically Takes Less than 30 Days for SEC to 

Approve/Deny an Application
• Notice File in Applicable States
• File Form U4s of IA Reps with Applicable States 
• Expect SEC Audit within First 6-12 Months of Registration



State Registration Process
• Establish IARD/CRD Account
• File Application with State Securities Regulator

– ADV Parts 1A & 1B and Applicable Schedules (i.e., Schedules A, 
B, & D) via IARD System

– Upload Form ADV Part 2A & Part 2B via IARD System
– Financial Statements
– Sample Client Agreements
– Misc. State Forms

• File Form U4s of IA Reps
• Intense Review – Will Ask Questions & Require Changes
• Expect Approval /Denial to Take at Least 30 – 45 Days



States Requiring 
Registration/Notice Filing

• Generally Required to Register or Notice 
File in States Where Offices Located or 
More than Five Clients

• Certain States Do Not Follow This Rule



States Requiring IAR Licensing
• IARs of SEC Registered Firm

– File in State Where Offices Located
• IARs of State Registered Firm

– File in State Where Offices Located
– File in States Where Firm Exceeds DeMinimis

Exemption (At Least 1 IAR Must File in State if Firm 
Registered in State)

• Certain States Do Not Follow These Rules



Net Worth Requirements
• SEC Registered Firm

– Doesn’t Require Net Worth or Bond
– Requires Firm to Maintain Financial Books & Records
– Must Disclose to Clients Precarious Financial Condition

• State Registered Firm
– Many States Require a Required Net Worth Depending Upon 

Whether Firm Has Custody or Discretion
– This Typically Ranges from $10,000 to $35,000 Depending Upon 

State & Activity
– Surety Bonds Are Often Allowed as Substitute for Net Worth



Form ADV - Uniform Form for Investment Adviser 
Registration 

• Form ADV Part 1A 
– Contact Info
– Basis for Registration
– Notice Filing States
– Organization Form
– Fees & Compensation Arrangements
– Advisory Activities
– Advisory Clients
– Other Business Activities & Affiliated Firms
– Discretion & Proprietary Transactions
– Custody
– Felonies, Investment-Related Misdemeanors, Adverse Regulatory Actions 

& Court Judgments in Violation of Statute or Regulation



Form ADV (Cont.) 
Schedules A & B – Officers & Ownership
Schedule D – Misc.
Part 1B – State Registered

– States Where Registering
– Supervisory Principal
– Surety Bond
– Unsatisfied Liens, Arbs & Civil Judgments



Form ADV Part 2
– Advisory services and fees; 
– Types of Clients; 
– Types of investments; 
– Methods of analysis, sources of information and investment strategies; 
– Education and business standards required by the firm; 
– Education and a minimum of five years of business background for 

executives of the firm and those that provide investment advice; 
– Other business activities; 
– Other financial industry activities or affiliations; 
– Participation or interest in client transactions; 
– Conditions for managing accounts; 
– Review of accounts; 
– Investment or brokerage discretion; and 
– Additional compensation.



Form ADV Balance Sheet & 
Appendix 1

• If Balance Sheet Is Required Pursuant to Form 
ADV Part 2, Item 18

• Form ADV Part 2-Appendix 1-Wrap-fee 
Brochure-Sponsor Wrap Fee Program
– Generally, if investment advisory services and 

custodial/brokerage services are “wrapped” under one 
fee, the program can be deemed a wrap fee program. 



ADV Drafting Tips
• Know Who Is Completing Form & Who Is a 

Related Person
• Understand How to Calculate AUM
• Fully Describe Advisory Services & Fees
• Fully Describe OBA of Firm, Reps & Affiliates
• Disclose Potential Conflicts of Interests
• Know What Should Be Disclosed that’s Not 

Included in the Instructions for Part 2



Common Mistakes
• Failure to Submit Client Agreement  or 

Inconsistent Client Agreement
• Failure to Submit IA Rep Fingerprint Card
• Failure to Submit Adequate Financial Statement 

or Surety Bond
• Failure to Submit Misc. State Forms
• Failure to Designate CCO
• Failure to License Owner of Firm



Registration Challenges Facing Lay Person

• Knowledge of IA Business Models, Best Practices & Worst Case 
Scenarios

• Understanding Expectations of a Regulator at Registration & 
Later During Exam

• Navigating the IARD/CRD System 
• Accurately & Thoroughly Answering Form ADV Questions & 

Miscellaneous Forms
• Consistency Within Form ADV & Between Other Documents
• Disclosing Conflicts & Information Not Specifically Requested 

but Required
• Communicating with Regulators



Most Common Exam Violation for Investment Advisors
NASAA 2015 Investment Adviser Coordinated Exams Report



“The top trouble 
spots in the area of 
registration were 
inconsistencies 
between parts 1 
and II of Form 
ADV….”



“You must employ reasonable care 
to avoid misleading clients and you 
must provide full and fair disclosure 
of all material facts to your clients 
and prospective clients….You must 
eliminate, or at least disclose, all 
conflicts of interest that might incline 
you — consciously or unconsciously 
— to render advice that is not 
disinterested. If you do not avoid a 
conflict of interest that could impact 
the impartiality of your advice, you 
must make full and frank disclosure 
of the conflict.” 



Inaccurate, Omitted & Unclear ADV Disclosures
Identified as a Risk by SEC Staff

The SEC’s Risk 
Inventory Guide 
specifically identifies 
as operational risks: 
(a) inaccurate, omitted 
and  unclear ADV 
disclosures; (b) out of 
date ADV disclosures; 
(c) misrepresentation 
of services offered; 
and (d) failure to 
disclose potential 
conflicts of interests.  



About Us
 Serve Over 500 Investment Advisor Firms
 Principals Are Industry Experienced Working in 

Compliance or Law Departments & Hold Professional 
Credentials

 Consult with Retail & Institutional Firms
 Offer Full Array of IA Compliance Services
 Reasonably Priced at Midwest Rates

RIA Compliance Consultants, Inc. is not a law firm and does not provide legal services.



Work with Numerous IA Business Models

Financial Planning
•Fixed 
•Hourly
•Retainer

Research Reports & Newsletter Subscriptions

Solicitor

Asset Management
•Discretion
•Non-Discretion

Wrap Sponsor

Third-Party Money Manager, Sub-Advisor and Signals Provider 

Fund Manager
•Private Fund
•Mutual Fund



Our Turn-Key Service
Complete IARD Entitlement Forms

Act as IARD Service Bureau

Draft Custom Form ADV

Post Filings to IARD & CRD Accounts

Prepare Registration for Other States

Open Series 65 Window; File Wavier of Series 65 Due to Professional Designation (CFP, CFA  & ChFC)

Draft Form U4

Advise of IARD Funding Requirements

Complete Miscellaneous Documents (Except Accounting)

Serve as Regulatory Liaison

Prepare Customized Written Compliance Polices and Procedures and a Code of Ethics

Provide a Packet of Sample Forms and Checklists to be Used to Help with Ongoing Compliance Responsibilities



Consulting Fee for State Registration

• The consulting fee for our registration service 
is based upon a client’s specific 
circumstances and anticipated advisory 
services.

• Please refer to our Consulting Agreement for 
the amount of the consulting fee and terms of 
such an engagement. 



Supervisory Procedures/Code of Ethics
Our General Manual

 Firm Registration
 IAR Licensing

 Fiduciary Duty
 Code of Ethics

 Insider Trading
 Personal Securities Transactions
 Gifts and Entertainment

 Supervision
 Outside Business  Activities
 Branch Office Audits

 Books & Records
 Client Documents and Disclosures

 Conflicts of Interest
 Annual ADV Offer

 Proxy Voting
 Custody
 Political Contributions
 Client Communications

 Advertising, 
 Social Media & Networking Websites

 Advisory Services & Fees
 Financial Planning
 Asset Management

 Privacy 
 Due Diligence
 Solicitor Arrangements
 Privacy 
 Proxy Voting
 Trading

 Errors
 Allocations
 Aggregation
 Best Execution
 Directed Trades
 Discretion
 Soft  Dollar
 Principal/Cross Trades

 Complaints & Investigations
 Business Continuity



Supervisory Procedures/Code of Ethics 
Available Options

Regulator Specific, 
Template

$495 

Self-Customized, 
Regulator  Specific 

$695

Regulator Specific, 
Customized

$1,295
3 Consulting Hours  to 

assist with 
customization



Annual Compliance Program – Bronze Package

New CCO & Code of Ethics Webinars
Compliance Webinars 

Periodic Emails with General Compliance Reminders
Sample Supervisory Forms

Compliance Manual Section Update Templates
As-Needed Consulting (5 Hours)

IARD Renewal
ADV Annual Amendment

Fixed Consulting Fee $240 per Month



Other Available Compliance Services

Customized Compliance Program
& Individual Services

Form ADV 
& Client 

Brochure
Solicitor 

Disclosure
Renewals & 

Annual 
Amendment

IARD 
Service 
Bureau

Supervisory 
Procedures 
& Code of 

Ethics

Privacy 
Policy 

Section 13 
Filings

Advertising 
Reviews

Annual 
Review

Mock 
Regulatory 

Exam 
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Schedule Introductory Call via 
Online Appointment System

https://my.timedriver.com/QQ21L



Thank You

Tammy Emsick
Senior Compliance Consultant

RIA Compliance Consultants, Inc.
877-345-4034 x 102 

temsick@ria-compliance-consultants.com


