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List of Subjects in 17 CFR Parts 275 and 279
Reporting and recordkeeping requirements; Securities

TEXT OF RULE AND FORM AMENDMENTS

For the reasons set out in the preamble, Title 17, Chapter II of the Code of Federal
Regulations is amended as follows:

PART 275 - RULES AND REGULATIONS, INVESTMENT ADVISERS ACT OF 1940

1. The general authority citation for Part 275 continues to read as follows:

Authority: 15 U.S.C. 80b-2(a)(11)(G), 80b-2(a)(17), 80b-3, 80b-4, 80b-4a, 80b-6(4),
80b-6a, and 80b-11, unless otherwise noted.

* * * * *

2. Section 275.203-1 is amended by revising paragraphs (a) and (b) to read as
follows:

§275.203-1 Application for investment adviser registration.

(a) Form ADV. Subject to paragraph (b), to apply for registration with the
Commission as an investment adviser, you must complete Form ADV [17 CFR 279.1] by
following the instructions in the form and you must file Part 1A of Form ADV and the firm
brochure(s) required by Part 2A of Form ADV electronically with the Investment Adviser
Registration Depository (IARD) unless you have received a hardship exemption under §
275.203-3. You are not required to file with the Commission the brochure supplements required
by Part 2B of Form ADV.

(b)  Transition to electronic filing. If you apply for registration after January 1, 2011,

you must file a brochure(s) that satisfies the requirements of Part 2A of Form ADV
electronically with the IARD, unless you have received a continuing hardship exemption under §

275.203-3.
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Note to paragraph (a) and (b): Information on how to file with the IARD is available on

the Commission’s website at www.sec.gov/iard. If you are not required to deliver a brochure to

any clients, you are not required to prepare or file a brochure with the Commission. If you are
not required to deliver a brochure supplement to any clients for any particular supervised person,
you are not required to prepare a brochure supplement for that supervised person.
* * * * *
3. Section 275.204-1 is amended by removing the notes to paragraphs (a) and (c)
and revising paragraphs (b) and (c) to read as follows:
§275.204-1 Amendments to application for registration.

% % % % %

(b) Electronic filing of amendments.

(1) Subject to paragraph (c), you must file all amendments to Part 1A of Form ADV
and Part 2A of Form ADV electronically with the IARD, unless you have received a continuing
hardship exemption under § 275.203-3. You are not required to file with the Commission
amendments to brochure supplements required by Part 2B of Form ADV.

(2) If you have received a continuing hardship exemption under §275.203-3, you
must, when you are required to amend your Form ADV, file a completed Part 1A and Part 2A of
Form ADV on paper with the SEC by mailing it to FINRA.

Note to paragraphs (a) and (b): Information on how to file with the IARD is available on

our website at www.sec.gov/iard. For the annual updating amendment: (i) summaries of material

changes that are not included in the adviser’s brochure must be filed with the Commission as an

exhibit to Part 2A in the same electronic file; and (ii) if you are not required to prepare a
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summary of material changes or an annual updating amendment to your brochure, you are not
required to file them with the Commission. See the instructions for Part 2A of Form ADV.

(c) Transition to electronic filing. If your fiscal year ends on or after December 31,

2010, you must amend your Form ADV by electronically filing with the IARD one or more
brochures that satisfy the requirements of Part 2A of Form ADV (as amended effective

October 12, 2010) as part of the next annual updating amendment that you are required to file.

* * * * *

4. Section 275.204-21s amended by revising paragraph (a)(14) to read as follows:

§ 275.204-2  Books and records to be maintained by investment advisers.

(a) * * *

(14)(1) A copy of each brochure and brochure supplement, and each amendment or
revision to the brochure and brochure supplement, that satisfies the requirements of Part 2 of
Form ADV [17 CFR 279.1]; any summary of material changes that satisfies the requirements of
Part 2 of Form ADV but is not contained in the brochure; and a record of the dates that each
brochure and brochure supplement, each amendment or revision thereto, and each summary of
material changes not contained in a brochure was given to any client or to any prospective client
who subsequently becomes a client.

(i1) Documentation describing the method used to compute managed assets for purposes
of Item 4.E of Part 2A of Form ADV, if the method differs from the method used to compute
assets under management in Item 5.F of Part 1A of Form ADV.

(ii1)) A memorandum describing any legal or disciplinary event listed in Item 9 of Part 2A
or Item 3 of Part 2B (Disciplinary Information) and presumed to be material, if the event

involved the investment adviser or any of its supervised persons and is not disclosed in the
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brochure or brochure supplement described in paragraph (a)(14)(i) of this section. The
memorandum must explain the investment adviser’s determination that the presumption of
materiality is overcome, and must discuss the factors described in Item 9 of Part 2A of Form
ADV or Item 3 of Part 2B of Form ADV.
* * * * *
5. Section 275.204-3 is revised to read as follows:
§ 275.204-3  Delivery of brochures and brochure supplements.

(a) General requirements. If you are registered under the Act as an investment adviser,

you must deliver a brochure and one or more brochure supplements to each client or prospective
client that contains all information required by Part 2 of Form ADV [17 CFR 279.1].

(b) Delivery requirements. Subject to paragraph (g), you (or a supervised person

acting on your behalf) must:

(1) Deliver to a client or prospective client your current brochure before or at the time
you enter into an investment advisory contract with that client.

(2) Deliver to each client, annually within 120 days after the end of your fiscal year
and without charge, if there are material changes in your brochure since your last annual
updating amendment:

(1) A current brochure, or

(i1) The summary of material changes to the brochure as required by Item 2 of
Form ADV, Part 2A that offers to provide your current brochure without charge, accompanied
by the website address (if available) and an e-mail address (if available) and telephone number

by which a client may obtain the current brochure from you, and the website address for
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obtaining information about you through the Investment Adviser Public Disclosure (IAPD)
system.

3) Deliver to each client or prospective client a current brochure supplement for a
supervised person before or at the time that supervised person begins to provide advisory
services to the client; provided, however, that if investment advice for a client is provided by a
team comprised of more than five supervised persons, a current brochure supplement need only
be delivered to that client for the five supervised persons with the most significant responsibility
for the day-to-day advice provided to that client. For purposes of this section, a supervised
person will provide advisory services to a client if that supervised person will:

(1) Formulate investment advice for the client and have direct client contact;
or

(i1) Make discretionary investment decisions for the client, even if the
supervised person will have no direct client contact.

(4) Deliver the following to each client promptly after you create an amended
brochure or brochure supplement, as applicable, if the amendment adds disclosure of an event, or
materially revises information already disclosed about an event, in response to Item 9 of Part 2A
of Form ADV or Item 3 of Part 2B of Form ADV (Disciplinary Information), respectively, (i) the
amended brochure or brochure supplement, as applicable, along with a statement describing the
material facts relating to the change in disciplinary information, or (ii) a statement describing the
material facts relating to the change in disciplinary information.

(©) Exceptions to delivery requirement.

(1) You are not required to deliver a brochure to a client:
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(1) That is an investment company registered under the Investment Company
Act of 1940 [15 U.S.C. 80a-1 to 80a-64] or a business development company as defined in that
Act, provided that the advisory contract with that client meets the requirements of section 15(c)
of that Act [15 U.S.C. 80a-15(c)]; or
(i1) Who receives only impersonal investment advice for which you charge
less than $500 per year.
(2) You are not required to deliver a brochure supplement to a client:
(1) To whom you are not required to deliver a brochure under subparagraph (c)(1) of
this section;
(i1) Who receives only impersonal investment advice; or
(ii1))  Who is an officer, employee, or other person related to the adviser that would be a
“qualified client” of your firm under § 275.205-3(d)(1)(ii1).

(d) Wrap fee program brochures.

(1) If you are a sponsor of a wrap fee program, then the brochure that paragraph (b) of
this section requires you to deliver to a client or prospective client of the wrap fee program must be
a wrap fee program brochure containing all the information required by Part 2A, Appendix 1 of
Form ADV. Any additional information in a wrap fee program brochure must be limited to
information applicable to wrap fee programs that you sponsor.

(2) You do not have to deliver a wrap fee program brochure if another sponsor of the
wrap fee program delivers, to the client or prospective client of the wrap fee program, a wrap fee
program brochure containing all the information required by Part 2A, Appendix 1 of Form ADV.

Note to paragraph (d): A wrap fee program brochure does not take the place of any

brochure supplements that you are required to deliver under paragraph (b) of this section.
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(e) Multiple brochures. If you provide substantially different advisory services to

different clients, you may provide them with different brochures, so long as each client receives all
information about the services and fees that are applicable to that client. The brochure you deliver

to a client may omit any information required by Part 2A of Form ADV if the information does not
apply to the advisory services or fees that you will provide or charge, or that you propose to

provide or charge, to that client.

® Other disclosure obligations. Delivering a brochure or brochure supplement in
compliance with this section does not relieve you of any other disclosure obligations you have to
your advisory clients or prospective clients under any federal or state laws or regulations.

(2) Transition rule.

(1) Within 60 days after the date by which you are first required by § 275.204-1(c) to
electronically file your brochure(s) with the Commission, you must deliver to each of your existing
clients your current brochure and all current brochure supplements as required by Part 2 of Form
ADV.

(2) As of the date by which you are first required to electronically file your brochure(s)
with the Commission, you must begin using your current brochure and current brochure
supplements as required by Part 2 of Form ADV to comply with the requirements of this section
pertaining to initial delivery to new and prospective clients.

(h) Definitions. For purposes of this section:

(1) Impersonal investment advice means investment advisory services that do not

purport to meet the objectives or needs of specific individuals or accounts.

(2) Current brochure and current brochure supplement mean the most recent revision of

the brochure or brochure supplement, including all amendments to date.
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3) Sponsor of a wrap fee program means an investment adviser that is compensated
under a wrap fee program for sponsoring, organizing, or administering the program, or for
selecting, or providing advice to clients regarding the selection of, other investment advisers in the
program.

4) Supervised person means any of your officers, partners or directors (or other

persons occupying a similar status or performing similar functions) or employees, or any other

person who provides investment advice on your behalf.

(5) Wrap fee program means an advisory program under which a specified fee or fees
not based directly upon transactions in a client’s account is charged for investment advisory
services (which may include portfolio management or advice concerning the selection of other
investment advisers) and the execution of client transactions.

6. Section 275.206(4)-4 is removed and reserved.

% % % % %

PART 279 -- FORMS PRESCRIBED UNDER THE INVESTMENT ADVISERS ACT OF
1940

7. The authority citation for Part 279 continues to read as follows:

Authority: 15 U.S.C. 80b-1, et seq.

8. Form ADV [referenced in § 279.1] is amended by:

a. In the instructions to the form, revising the section entitled “Form ADV: General
Instructions.” The revised version of Form ADV: General Instructions is attached as Appendix
A;

b. In the instructions to the form, revising the section entitled “Glossary of Terms.”

The revised version of Glossary of Terms is attached as Appendix B; and
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c. Removing Form ADV, Part II, and adding Form ADV, Part 2. Form ADV, Part 2
is attached as Appendix C.
Note: The text of Form ADV does not and the amendments will not appear in the Code of

Federal Regulations.

By the Commission.

Elizabeth M. Murphy
Secretary

July 28, 2010



