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Culminating a ten-year regulatory initiative, the U.S. Securities and Exchange 

ommission recently adopted changes to Form ADV, the form used by investment 

dvisers registered or registering with the agency.  The changes (which were to the 

orm itself and related rules under the U.S. Investment Advisers Act of 1940) 

epresent a major overhaul of investment adviser disclosure practices.  Moreover, 

heir impact is magnified by provisions of the Dodd-Frank financial reform package 

hat become effective July 21, 2011 and will require many previously exempt 

nvestment advisers – including private fund managers and non-U.S. firms – to 

egister with the SEC.1  Newly registering investment advisers filing SEC 

egistration forms in 2011 will encounter disclosure requirements that are now even 

ore detailed and prescriptive than they may have expected. 

s brief background, Form ADV is a two-part registration form.  “Part 1” collects 

asic firm information.  “Part 2” – sometimes called the firm’s brochure – provides 

ore detail on the registered investment adviser’s business.   

or firms already registered with the SEC, transitioning to the new required format 

eans modifying almost every section of a firm’s current Part 2 brochure.  The 
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1 Shearman & Sterling’s summary of the Dodd-Frank legislation is at 

http://www.shearman.com/landmark-financial-regulatory-reform-legislation/.  Our more detailed summary of the provisions of Title IV of 
that legislation, which specifically affect investment advisers, is at 
http://www.shearman.com/private-fund-manager-registration-provisions-of-the-dodd-frank-bill-06-29-2010/. 

http://www.shearman.com
http://www.shearman.com/landmark-financial-regulatory-reform-legislation/
http://www.shearman.com/private-fund-manager-registration-provisions-of-the-dodd-frank-bill-06-29-2010/


 

process presents numerous planning considerations, which are discussed 

throughout this alert.  Every part of a firm (e.g., trading and investments, legal and 

compliance, marketing, client services, operations, IT, human resources, etc.) may 

need to provide input into the content of the new disclosures and the compliance 

frameworks that will develop around them. 

The full SEC release is available at 

http://www.sec.gov/rules/final/2010/ia-3060.pdf.  A copy of the instructions for the 

new Part 2 brochure is Appendix C to that file.2 

Highlights of the New Requirements 

 Currently, Part 2 is available to a firm’s clients and prospective clients but generally not to the public.  Under the new 

amendments, Part 2 will be required to be filed with the SEC and the filings will now be publicly available in 

text-searchable PDF format.  Presumably the brochures will be at www.adviserinfo.sec.gov, where Part 1 filings can be 

found today.  The new brochure supplements we describe below will not be filed with the SEC. 

 Part 2 will be updated by most firms every year.  While that is not a change from current practice, a wholly new 

summary of the changes made in the course of a firm’s annual update now must be prepared and provided to clients.  

For firms that do not regularly deliver their updated Part 2 brochure to clients each year and instead simply “offer to 

deliver” the annual update (which is a permitted alternative), the “offer to deliver” now will include a summary of 

changes that the firm made to its brochure.3 

 Part 2 brochures will now be entirely narrative, rather than the odd mix of check-the-box and narrative disclosures used 

today. 

 All disclosures must now be in “plain English.”  Plain English means using “short sentences; definite, concrete, everyday 

words; and the active voice.”  The SEC says that the goal is a “succinct and readable” document. 

 Part 2 brochures will now include information about disciplinary events affecting the firm and its personnel and 

affiliates.  Previously, that information was required only in Form ADV Part 1.  As the brochures are delivered to clients, 

while Part 1 is not, that represents a significant change in practice. 

 

 
 
 
2 While the Part 2 brochure is used by both SEC-registered investment advisers and state-registered investment advisers, some elements of the 

form differ between those two groups of firms.  Our summary focuses solely on SEC-registered firms.  Certain aspects of the form that relate to 
“wrap programs,” including a required wrap program appendix, also are not discussed here. 

3 Although pressed to do so, the SEC declined to expand the electronic delivery options available to firms in respect of the Part 2 brochure and 
the brochure supplements.  Existing guidance continues to apply, which largely limits electronic delivery to instances when there is client 
consent to the delivery format. 

http://www.sec.gov/rules/final/2010/ia-3060.pdf
http://www.adviserinfo.sec.gov


 

 Details on risks and the mitigation of conflicts of interest will now be specifically required rather than being disclosed in 

the judgment of the individual firm.4 

 A firm’s Part 2 brochure will be broken into the full brochure (Part 2A) and one or more “brochure supplements” 

(Part 2B).  Each supplement will include biographical and other information about the personnel who service a 

particular client’s account, with a separate supplement to be prepared for each individual.5  Currently, no such document 

is required.  Obviously, the larger and more complex the firm, the more burdensome this new requirement will be.   

Compliance Timeline 

Currently registered investment advisers must follow the new format when they make annual updates to their registrations 

next year, which for most firms will be in March 2011.  The new format also applies to forms filed by any investment adviser 

applying for SEC registration after January 1, 2011.  Voluntary compliance is permitted sixty days from publication of the 

new requirements in the Federal Register (publication is expected any day), so that a firm has the option of using the new 

format sooner than next year. 

After a firm has its new Part 2 brochure and brochure supplements in place, there are ongoing “keep current” and annual 

update filing and client delivery requirements.  The annual update requirement is the same as that which applies to 

Form ADV today, i.e., that all parts of the registration must be fully updated within 120 days after a firm’s fiscal year-end.6  

As a one-time extension, the SEC will permit firms to deliver annual Part 2 brochure updates (or “offers to deliver” them) 

and related supplements within 60 days following the deadline for filing the 2011 annual update – instead of delivery at the 

same time as the filing is made, which is the normal requirement.  Prompt interim updates to clients are required in the 

event of material changes to information covered in the Part 2 brochure or changes to disciplinary event information in a 

brochure supplement.   

Other issues specific to updating supplements are discussed in more detail later in this alert. 

Exceptions 

As before, no Part 2 brochures will be required to be delivered to a firm’s clients that are U.S. registered investment 

companies, and the SEC has now clarified that this exception also applies to business development companies (BDCs).7  

 

 
 
 
4 The SEC cautions that a firm should “discuss only conflicts the adviser has or is reasonably likely to have, and practices in which it engages or 

is reasonably likely to engage.”  In the agency’s view, disclosure devoted in too great a measure to things that the firm “may” do risks 
obscuring what the firm actually does. 

5 Although some are referring to the supplements as “resume-like,” the extent of required disclosure goes beyond the standard biographical 
information that advisers may be accustomed to providing. 

6 What about the rare instance when no material changes need be made to the brochure?  According to the SEC, “the adviser would not have to 
prepare or deliver a summary of material changes to clients.  The adviser also would not have to prepare and file an updated firm brochure as 
part of its annual updating amendment.”   

7 This exception rests on the theory that the boards of directors of these companies already receive sufficient information from their investment 
advisers as a result of corporate governance provisions applicable to registered investment companies and BDCs under the U.S. Investment 
Company Act of 1940. 



 

However, registered advisers to other types of funds, such as hedge funds and private equity funds, must deliver the 

brochure to the funds.   

Delivery of the Part 2 brochure is not required to any client that receives only impersonal investment advice and is charged 

less than US$500 per year for the service.  And no brochure supplement is required for any client receiving only impersonal 

investment advice, regardless of fee levels.  In addition, no brochure supplement is required for certain clients of the firm 

who are also insiders to the firm.  

If a firm finds that it is excepted from the brochure delivery requirement as to all of its clients, the firm need not prepare 

either the brochure or the brochure supplement.   

Overview of the New Brochure Format 

Every Part 2 brochure will have similar underlying architecture since the ordering and content of the brochure is required to 

be organized around 18 specified headings (referred to as “items” in the Form ADV instructions).  If the subject matter of a 

particular heading is irrelevant to a firm, the heading is still required, with an explanation that the topic is not applicable to 

the business.  Likewise, if information would be duplicated through the same or similar responses under multiple headings, 

cross-references may be used instead.   

That said, some steps may be taken to tailor the brochure to a firm’s individual requirements, including that a firm may: 

 Develop an introductory summary of its brochure to use in addition to the 18 required headings.   

 Include other information of its choosing (i.e., going beyond information directly responsive to questions posed by the 

required headings), so long as the additional information is relevant and does not obscure required content.   

 Use different versions of its brochure with different audiences.8 

Details of the brochure’s required content follow, with an emphasis on aspects that are new relative to current practice:9 

Item 1 – Cover Page.  In this section, the firm must provide: 

 The name of the firm (trade names are permitted) and the firm’s contact details. 

 The date of the brochure. 

 A statement that the brochure has not been approved by the SEC or any state securities authority.   

 If the firm refers to itself as a “registered investment adviser,” a disclaimer that registration does not imply a certain level 

of skill or training.  This disclaimer can be expected to be in wide use going forward, both in the brochures and in private 

fund offering memoranda. 

 

 
 
 
8 The SEC appears to encourage this practice when the result would be that each tailored brochure will be “shorter, clearer and contain less 

extraneous information” than would a single, one-size-fits-all document used across a firm. 

9 Listings of required content in this alert are necessarily summary in nature.  A full listing is available in newly published instructions to 
Form ADV. 



 

Item 2 – Material Changes.  In this section, the firm must provide: 

 An overview of changes made in a firm’s annual update relative to the prior year.   

Identifying which developments to include and then striking the “Goldilocks” balance between saying too little or too much 

about each at this point in the brochure will be among the more challenging aspects of Form ADV compliance going forward.  

Concerned that firms will be overinclusive in flagging and describing changes, the SEC specifically says that the disclosure 

should not be “lengthy” or “replicate the brochure itself.”10 

Item 3 – Table of Contents.  The table of contents must be in the order and use the headings prescribed by the new form.  (A 

separate index that had been proposed will not be required.) 

Item 4 – Advisory Business.  In this section, the firm must: 

 State how long the firm has been in business. 

 Identify the firm’s principal owners. 

 Describe the types of advisory services offered, whether the firm holds itself out as “specializing” in a particular type of 

advisory services (the form’s instructions list financial planning, quantitative analysis and market timing as examples of 

specialization), and whether services are tailored to particular clients. 

 Give the amount of client assets that the firm manages, with separate totals for discretionary and non-discretionary 

accounts.  How assets under management are calculated should be stated, as the method is permitted to differ from the 

method used for the assets under management figure in Form ADV Part 1. 

Item 5 – Fees and Compensation.  In this section, the firm must: 

 Describe how it is compensated for its advisory services and include its standard fee schedule.  

 State whether fees are negotiable. 

 Discuss billing practices, including whether fees are deducted from client accounts automatically, and provide certain 

additional information if pre-payment of fees is required. 

 “Simply and briefly” discuss other types of fees and expenses that will be borne by clients (e.g., custody fees).  The 

disclosure is not required to specify either the amount or the range of these types of fees and expenses.11 

 If applicable, provide specified information on transaction-based compensation arrangements. 

Fee and compensation information may be left out of the brochure entirely if the brochure will be delivered only to clients 

that are “qualified purchasers” for purposes of Section 3(c)(7) of the U.S. Investment Company Act of 1940.12 

 

 
 
 
10 When the summary of changes is used on a stand-alone basis, i.e., delivered to clients in lieu of the full brochure as part of an annual “offer to 

deliver,” it is filed with the SEC as an exhibit to the firm’s full Part 2 brochure. 

11 This disclosure was controversial when proposed.  Firms argued that fees and ancillary service requirements differ sufficiently client to client 
that any summary will be of limited utility. 



 

Item 6 – Performance-Based Fees and Side-By-Side Management.  In this section, the firm must: 

 Disclose the existence of any fee arrangements based on a share of capital gains or capital appreciation realized by 

clients. 

 Discuss the conflicts of interest presented by managing accounts side-by-side on both a performance-fee and non 

performance-fee basis and how the firm manages those conflicts. 

Item 7 – Types of Clients.  Substantially corresponds to existing Part 2 requirements. 

Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss.  In this section, the firm must: 

 Describe the methods of analysis and investment strategies used.13 

 Explain that all securities investments present the risk of loss. 

 For each “significant investment strategy or method of analysis” used and any “particular type of security 

recommended” (a “particular type of security” appearing to be one that is given special prominence in the strategy), 

explain the material risks involved.  Risks that are “significant or unusual” should be discussed in detail.  Specific 

disclosures are required in respect of frequent trading. 

Investment advisers whose primary business is management of investment funds will find that this section substantially 

duplicates information already set out in the offering memoranda of the funds.  For other advisers, the new section may 

require meaningful new drafting.  For all firms, identification of “significant” strategies or methods of analysis and 

“significant or unusual” risks (which will be only a subset of the investment and risk information customarily included in an 

offering memorandum) could be challenging.  

Item 9 – Disciplinary Information.  Substantially corresponds to existing Form ADV Part 1 requirements, except that:   

 The SEC now permits firms to consider the list of infractions in the Form ADV instructions as only “presumptively 

material.”  A firm can opt to rebut the presumption and not disclose the relevant information, but must keep a written 

record of its analysis in doing so.14 

 The SEC also now emphasizes that matters not captured by the list of infractions in the Form ADV instructions 

nonetheless may be material and require disclosure.  For example, a disciplinary event that is more than ten years old 

would not be automatically captured and many firms would, to date, have taken the literal, time-limited instructions at 

their word and left the event out.  Now, older disciplinary events will have to at least be considered for materiality.   

                                                                                                                                                                            
 
 
 
12 A “qualified purchaser” is generally a natural person with US$5 million in investment securities or an entity with US$25 million in investment 

securities. 

13 This discussion can exclude cash management practices unless they are otherwise material to the overall presentation. 

14 In determining whether to rebut the presumption in a particular instance, the Form ADV instructions direct a firm to take into account:  
(1) the proximity of the person involved in the relevant disciplinary event to the advisory function, (2) the nature of the infraction, (3) the 
severity of the sanctions, and (4) the time elapsed.  It is also notable that even if a particular infraction is found not to be material for purposes 
of the Part 2 brochure, it nonetheless may be required disclosure in response to questions to Form ADV Part 1.    



 

 The SEC offers the same caveat with respect to arbitration awards, which have been left off the listing of presumptively 

material events, but nonetheless need to be considered on a case-by-case basis. 

Item 10 – Other Financial Industry Activities and Affiliations.  Substantially corresponds to existing Part 2 requirements, except that 

the SEC emphasizes that greater attention should be paid to describing potential conflicts of interest and how they are managed. 

Item 11 – Code of Ethics, Participation or Interest in Client Transactions and Personal Trading.  Substantially corresponds to existing 

Part 2 requirements, except that the SEC emphasizes that greater attention should be paid to describing potential conflicts of 
interest and how they are managed. 

Item 12 – Brokerage Practices.  Substantially corresponds to existing Part 2 requirements, except that: 

 The SEC emphasizes that greater attention should be paid to describing potential conflicts of interest and how they are 

managed.   

 More detail is now required as to soft dollars and directed brokerage.  Although many firms will find that they already 
include sufficiently detailed disclosures, complying with the SEC’s mandate of plain English may be a challenge. 

Item 13 – Review of Accounts.  Substantially corresponds to existing Part 2 requirements. 

Item 14 – Client Referrals and Other Compensation.  Substantially corresponds to existing Part 2 requirements, except that more 

detail is now required as to compensation from non-clients received in the course of delivery of the firm’s advisory services.15 

Item 15 – Custody.  Overlaps with requirements under the SEC’s amended custody rule for registered investment advisers, 

except that all aspects of the new Part 2 requirements continue to focus on traditional custody arrangements, rather than the 
“deemed” custody that can exist in the context of managing private investment funds.16 

Item 16 – Investment Discretion.  Substantially corresponds to existing Part 2 requirements. 

Item 17 – Voting Client Securities.  Substantially corresponds to existing Part 2 requirements. 

Item 18 – Financial Information.   

 As before, balance sheet information for the firm is required of firms that accept pre-payment of certain fees.  

 Disclosure is required of any financial condition reasonably likely to affect the firm’s ability to meet its client 

commitments.   

 Disclosure is required of any bankruptcy petition to which the firm has been subject in the past ten years. 

 

 
 
 
15 With regard to parts of this section of the form that ask about “client referrals,” the longstanding question of whether they apply to a firm that 

compensates others for referrals of prospective investor in the firm’s client investment funds remains unanswered (since fund investors are 
generally not clients under current law).  But presumably the SEC believes the answer turns on whether general principles of materiality and 
fiduciary duty would dictate the disclosure.   

16 Shearman & Sterling’s summary of the new custody requirements is at 
http://www.shearman.com/sec-amends-investment-adviser-custody-rules-01-07-2010/. 

http://www.shearman.com/sec-amends-investment-adviser-custody-rules-01-07-2010/


 

Overview of the New Brochure Supplement Format 

The “brochure supplement” is a newly required document that will accompany (or in some cases be incorporated into) the 

brochure.  It is not filed with the SEC or available on the SEC website.  The supplement will include information about the 

personnel who service a particular client’s account, such that a client will receive a supplement for: 

 Each person “who formulates investment advice” for the client and has direct client contact, and  

 Each person who has discretionary authority over a client’s assets even if the person has no direct client contact.17 

The brochure supplement can be either a stand-alone document or incorporated into the firm’s brochure.  When a 

supplement is incorporated into the brochure, it must be at the end of the brochure.  For smaller firms, use of a single, 

combined brochure/supplement package will likely be the approach followed.  For larger firms, the benefits of not having to 

divide out supplements for client-by-client mailings favors a single combined brochure/supplement package; on the other 

hand, if there are hundreds of supplements, the sheer size of the combined package may discourage its use.  “Group” 

supplements organized around groups of individuals are also an option, but a group supplement must internally follow the 

same format as stand-alone supplements.18 

Before discussing the supplement’s format, it is important to note that a part of the proposal that was of significant concern 

to firms – that being the timing of when supplements are delivered – was not changed to respond to industry suggestions.  

Under the new rules, the supplement must be delivered to a client “before or at the time” the firm personnel described by the 

supplement begin to provide advisory services to the client and then must be updated “promptly” to reflect material changes 

over time.  For firms accustomed to reordering advisory personnel on a regular basis (or that are subject to meaningful 

turnover of personnel), this will put substantial pressure on the firm to (a) track which clients are affected by which changes 

in personnel and (b) respond by preparing and sending either a new supplement or a “sticker”-type amendment to the 

existing supplement that identifies the changes.19  On the other hand, the SEC is not mandating regular annual updates of 

brochure supplements to existing clients. 

 

 
 
 
17 A client need not receive a supplement for any individual who has no direct client contact and has authority over a client’s assets only as part 

of a team.  In addition, when discretionary advice is provided by a team of more than five individuals, brochure supplements need be delivered 
only for the five individuals with the most significant responsibility for the day-to-day delivery of advice. 

18 There is no guidance as to how sets of supplements should be ordered (i.e., which individual is presented first and which last).  Presumably, 
small sets of supplements can be ordered alphabetically, by seniority or some other hierarchy that is reasonably intuitive to the reader.  But at 
some point, larger sets risk confusion if organized in any fashion other than alphabetically. 

19 To be clear, the SEC expectation regarding prompt delivery of updates to the brochure supplements is focused on being sure that a client has 
supplements that describe the right individuals over time.  Changes in information about an individual trigger a prompt delivery requirement 
only when the new information relates to a disciplinary event, although a firm certainly could decide that the content of a particular update 
warrants a special mailing even when disciplinary history is not involved. 



 

Like the Part 2 brochure itself, the brochure supplement is largely standardized in format, with that format required 

regardless of whether the supplement is used as a stand-alone document or included at the end of the brochure.20  Details of 

the supplement’s required content are as follows:   

Item 1 – Cover Page.  In this section, the firm must provide: 

 The name and contact details of the individual described by the supplement. 

 The name and contact details of the firm. 

 The date of the supplement. 

 A required legend cross-referencing the supplement to the full brochure. 

Item 2 – Educational Background and Business Experience.  In this section, the firm must provide: 

 The individual’s name, age (or year of birth), formal education after high school, and business background, including 

specific positions held, for the preceding five years.  

 Information about professional designations may be included with sufficient explanation to allow the client to 

“understand the value of the designation.” 

Item 3 – Disciplinary Information.  In this section, the firm must: 

 Disclose any material legal or disciplinary events relevant to the individual.   

 If the supplement is delivered to a client electronically, certain types of links to online disciplinary histories are 

permitted in lieu of narrative disclosure.21 

Item 4 – Other Business Activities.  In this section, the firm must: 

 If the individual is actively engaged in certain types of investment-related activities, e.g. as a registered representative 

with a broker-dealer or an associated person of a commodities firm, describe those activities.   

 Describe other (i.e., non investment-related) business activities only if they provide a substantial source of the 

individual’s income or involve a substantial amount of the individual’s time, with activities representing less than 10% of 

the individual’s income or time presumed to be not substantial. 

 Comment on material conflicts of interest presented by the individual’s activities, including as to how the conflict is 

managed.   

 

 
 
 
20 As with the Part 2 brochure, a firm is permitted to include other information of its choosing in a brochure supplement (i.e., going beyond 

information that is specifically required), so long as the additional information is relevant and does not obscure required content. 

21 As with the Part 2 brochure, the instructions to preparing the supplement list matters presumed to be material, with that presumption subject 
to rebuttal on the specific facts involved.  Determination to rebut a presumption of materiality concerning disciplinary history requires a 
written record of the analysis. 



 

Item 5 – Additional Compensation.  In this section, the firm must: 

 Identify and “generally describe” financial incentives relating to management of the client’s account that go beyond the 

individual’s regular salary and bonus. 

 Bonus components tied to the number or amount of sales, client referrals or new accounts are not considered a regular 

bonus for this purpose and require disclosure.   

As all matters relating to personal compensation will be sensitive, and given that this is new disclosure, approaches taken can 

be expected to vary firm to firm. 

Item 6 – Supervision.  In this section, the firm must: 

 Explain how the firm supervises the individual, including as to monitoring investment advice given.  

 Include the name, title and telephone number of the individual’s supervisor.  The SEC contemplates that the client 

should have the ability to directly contact the supervisor, so is encouraging firms not to list general firm phone numbers 

here (and did not relax that position even after the industry pointed out that it may be difficult to identify a single 

supervisor). 

Given that this is new disclosure, approaches taken can be expected to vary firm to firm. 

Recordkeeping 

Registered advisers will need to keep the following as firm records (together with dates of use for each of these documents): 

 The brochure. 

 The brochure supplements.  

 Amendments or revisions to a brochure or a brochure supplement. 

 Any stand-alone summary of changes prepared and used as part of an annual “offer to deliver.” 

 Documentation relating to the calculation of assets under management (only if the calculation differs from the 

methodology prescribed for Form ADV Part 1). 

 Documentation relating to any determination to rebut a presumption that a particular disciplinary event is material. 

Special Issues for Private Fund Managers 

For several reasons, a private fund must avoid publicly offering interests in the fund.  The SEC has confirmed its view that 

providing information required by the Part 2 brochure – which, again, will be a public document – does not affect the private 

offering exemptions relied upon by a fund manager’s private funds.22  The SEC adds, however, that providing information 

 

 
 
 
22 Under commonly-relied upon exemptions from regulation under the U.S. Investment Company Act of 1940, a hedge fund, private equity fund 

or similar vehicle must not conduct a “public offering” of its securities to investors.  A public offering also would require registration of the 
securities under the U.S. Securities Act of 1933.  For both reasons, a public offering by a private fund is not a realistic option. 



 

not required by the brochure could raise these concerns and specifically offers a caution against including fund subscription 

instructions, fund performance information, and fund financial statements. 

The SEC also has confirmed that delivery of the Part 2 brochure is required only to a firm’s clients and that a “client” in the 

case of an investment adviser to a hedge fund, private equity fund or other pooled investment vehicle is the vehicle itself and 

not the ultimate investors.  Thus, the SEC has said that delivery of the Part 2 brochure to fund investors is not required.  (The 

SEC also reversed course somewhat, since the agency’s 2000 Form ADV proposals would have required delivery to fund 

investors.) 

That outcome  matches the industry’s current understanding of its Part 2 brochure delivery obligations in respect of fund 

investors, but practice varies widely, with some firms routinely delivering the brochure to all fund investors, others explicitly 

making the brochure available to fund investors on request, and still others treating the brochure as largely not relevant to 

fund investors on the theory that it is duplicative of detailed corresponding disclosures already included in a fund’s offering 

memorandum.  Since the brochure will expand as a result of the new required format, duplication of disclosures (and 

resources expended in crafting the disclosures) will only become more acute.  

Looked at from the other direction, it is also critical for firms that do not deliver the Part 2 brochure to their fund investors to 

carefully review each aspect of the various Part 2 disclosures – a number of which are new – with an eye to determining 

which topics to incorporate into fund offering memoranda or other disclosure documents used with fund investors.  The 

rationale for doing so is the SEC’s apparent view that the various disclosures contained in Part 2 are presumptively material 

and of interest to persons dealing with an investment adviser.  (It is an open question whether this will prompt a firm to 

decide that it is simply easier to provide fund investors with the Part 2 brochure, rather than trying to conform the offering 

memorandum to the new disclosure concepts articulated by the form.) 

Conclusion 

These changes are sufficiently far-reaching that they will require a wholesale review of a firm’s Form ADV practices.  Timing 

is also unusually tight for implementation of new regulatory requirements.  Decisions about many aspects of the brochure 

and brochure supplements will require care and judgment to implement and cannot be delayed.   
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