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We are pleased to provide this report to our membership.

The past year has been a time of unprecedented activity for the Investment Counsel 

Association of America.  Particularly in light of recent developments relating to mutual 

funds and the investment management industry, the ICAA’s role is more important than 

ever, as Congress, the SEC, and state regulators are taking actions that will affect all 

investment advisory fi rms.  During this diffi cult time, the ICAA will play a critical role 

in serving as the leading advocate for the investment advisory profession and in assisting 

our fi rms to understand and comply with increasingly complex requirements.

The ICAA will face new challenges and opportunities in the coming year.  We welcome 

your suggestions for improving our organization and invite you and your colleagues to 

participate in the activities we sponsor.

We truly appreciate your continued support of the Association and look forward to 

working with all members as we strive to build on our record of excellence and service.

ICAA Board of Governors  
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The Investment Counsel Association of America plays a critical role as the leading spokesperson and representative of the investment advisory 
profession.  In particular, the ICAA continues to assume the major responsibility of serving as the profession’s leading advocate on legal, 
regulatory, and compliance issues that affect investment advisers.  As the legislative and regulatory landscape has become more complicated 
and dynamic, the ICAA has been involved in a continuing dialogue with the U.S. Congress, the SEC, the Department of Labor, the Department 
of Treasury, state securities regulators, and other industry organizations regarding every major initiative affecting the investment advisory 
profession.  In addition, the ICAA is building relationships with regulators and organizations outside the United States as an increasing number of 
our members build global businesses. 

Advocacy



Advocacy
Any successful investment adviser knows that you simply cannot

afford to have compliance and regulatory problems.

Following is a sampling of initiatives and issues the ICAA has been actively involved with during the past year.

• As mutual fund trading problems have proliferated, the ICAA has been active in monitoring and responding to a variety of legislative 
and regulatory developments that will affect all investment advisory firms.  The House recently passed far-reaching legislation by an 
overwhelming vote of 418-2.  In the Senate, committees have held numerous hearings and various bills have been introduced covering 
a wide range of topics.  There is virtually no doubt that Congress will enact “reform” legislation during the first half of 2004.  At the 
same time, the SEC has approved a number of new and proposed rules and has announced its intention to conduct numerous additional 
rulemakings early in 2004.  As the leading spokesperson for all investment advisory firms, the ICAA will continue to represent the 
interests of its membership, including opposing the establishment of additional, unnecessary, and costly layers of bureaucracy, such as 
the creation of a self-regulatory organization or an oversight board for mutual funds and/or investment advisers.

• The SEC recently finalized a new regulation that requires all SEC-registered investment advisers to have written compliance policies 
and procedures reasonably designed to prevent violations of the Investment Advisers Act; to appoint a chief compliance officer; and 
to review such policies and procedures each year.  The ICAA filed written comments on the proposed rule (which were endorsed 
by a number of other organizations), urging the SEC to consider revising the rule so that minor violations would not be deemed to 
be fraudulent acts.  Compliance with the new rule will be required in September 2004.  The ICAA is developing written guidance to 
assist all member firms in complying with these important new requirements, addressing areas such as disclosing conflicts of interest, 
best execution, directed brokerage, anti-money laundering, soft dollars, advertising, personal trading codes of ethics, and various 
recordkeeping issues.      

• Early in 2003, the SEC finalized a new regulation that requires all investment advisers that are authorized to vote proxies on behalf 
of their clients to adopt policies and procedures for voting proxies in the best interests of their clients; to describe such policies and 
procedures to clients; and to inform clients how they may obtain information about how the adviser actually voted their proxies.  The 
ICAA filed written comments with the SEC generally supporting the proposed rule.  However, the ICAA strongly opposed aspects of 
the proposed rule’s recordkeeping requirements.  In the final rule, the SEC modified its original proposal and completely eliminated 
the requirement to retain records of verbal communications relating to proxy voting decisions.  In March, the ICAA provided to its 
membership the Investment Adviser Guide for Proxy Voting Policies and Procedures, a document that provides written guidance Investment Adviser Guide for Proxy Voting Policies and Procedures, a document that provides written guidance Investment Adviser Guide for Proxy Voting Policies and Procedures
designed to assist investment advisory firms in meeting their obligations under the new regulation.          

• The ICAA has continued to play a leading role highlighting concerns with the costs and other problems of implementing next business 
day trade settlement (T+1) for many investment advisory firms.  The ICAA’s efforts have resulted in significant savings for investment 
advisory firms in avoiding costly mandates.  In June 2002, the brokerage industry, which has spearheaded the move toward T+1, 
announced its decision to postpone implementation of T+1 until the issue and its impact have been more thoroughly studied.  Thanks 
in part to the ICAA’s efforts, the securities industry’s new focus is on more productive issues and activities relating to straight-through 
processing (STP).  During 2003, the ICAA worked with the so-called buy-side committee, sponsored by the Securities Industry 
Association (SIA), and helped to prepare a white paper.  Among other issues, the document recommends that SIA revisit the concept 
of centralized matching to determine if it is essential in order to achieve the underlying industry STP goals, and to allow market forces, 
not new regulations, to drive the move to STP and the innovation in solutions that will drive costs down and improve benefits.

• The ICAA continues to provide comprehensive information about the investment advisory profession.  In May, the ICAA and the 
National Regulatory Services issued the third annual report entitled, “Evolution/ Revolution: A Profile of the U.S. Investment Advisory 
Profession.”  The report provides a snapshot of the investment advisory profession and analyzes several core characteristics of a rapidly 
evolving profession.  For example, the 2003 report found that the number of investment advisers that provide advice to hedge funds 
or other pooled investment vehicles has risen significantly, suggesting that an increasing number of hedge fund managers are choosing 
to register under the Advisers Act.  The report is based on information provided by SEC-registered investment advisory firms in their 
electronic filings on the Investment Adviser Registration Depository (IARD) system.  The ICAA has developed software enabling it to 
analyze IARD data and is working to refine and expand such capabilities for future use.

• The ICAA continues to oppose inappropriate state regulation of federally registered investment advisers and to encourage uniformity 
among all states.  For example, the ICAA in August wrote to the National Conference of Commissioners on Uniform State Laws 
(NCCUSL), in support of the Uniform Securities Act of 2002.  During the past four years, the ICAA has worked with NCCUSL, the North 
American Securities Administrators Association – the trade association of state securities regulators – and other industry groups in an 
effort to modernize state securities laws, to promote investor protection and coordination among federal state securities regulators, 
and to achieve consistency among state securities laws.  The ICAA also filed written comments in 2003 relating to a variety of state 
regulatory proposals, urging conformity with federal law and uniformity among all states.
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Advocacy
The ICAA is the best source to stay informed and on top of
the rapidly changing legal and regulatory environment.

As the following examples indicate, the ICAA filed a wide variety of written comment letters during 2003 on issues that directly affect the 
investment advisory profession.  The documents are posted on the ICAA’s web site (www.icaa.org) under “Comments & Statements”: 

• In July, the ICAA filed comments in response to various issues discussed during the SEC’s two-day Hedge Fund Roundtable.  The ICAA 
letter underscores the importance of the hedge fund industry, but indicates that there is a legitimate need for better information and 
accountability, stating that: “Common sense and compelling policy considerations support the conclusion that hedge fund managers 
should, at a minimum, be subject to a basic informational filing requirement.”  The letter notes that registration of hedge fund 
managers under the Advisers Act will allow the SEC to gain a better understanding of the scope, breadth, and nature of the hedge fund 
industry; to improve inspection, investigative, and enforcement activities related to hedge fund managers; and to determine the types 
of legal, regulatory, and compliance requirements that are most appropriate to the hedge fund industry.  The ICAA expects the SEC to 
propose regulations on these and related issues in 2004.    

• In September, the SEC issued its final rule making significant revisions to the investment adviser custody rule.  The ICAA previously had 
submitted written comments and had worked closely with the SEC to ensure that the revisions did not result in unnecessary burdens 
(e.g., where an investment adviser has authority to deduct its advisory fees).  The final rule adopted by the SEC significantly eases the 
consequences of an adviser’s being deemed to have custody.  The ICAA is working with the SEC to produce additional guidance to all 
investment advisers on various aspects of the custody rule and expects that Frequently Asked Questions will be published during 2004.

• In October, the ICAA filed written comments with the Financial Services Authority in London regarding a proposal that, among other 
things, would prohibit investment managers from receiving bundled or softed services paid for with client commissions by mandating 
that the costs of non-execution services be rebated back to clients.  The ICAA expressed opposition to the proposal to prohibit 
managers from passing on the costs of bundled services to clients, stating that the proposed changes would be costly and burdensome 
to implement for firms that serve clients in different countries.  In addition, legislative proposals pending in Congress would impose 
a variety of new restrictions on the use of soft dollars.  The ICAA will continue to work with policy makers to ensure that clear and 
consistent rules are established in this important area.     

• In July, the ICAA filed written comments with the U.S. Treasury Department in response to its proposal to extend anti-money 
laundering requirements to all SEC-registered investment advisers.  While the ICAA recognized the importance of preventing and 
detecting international money laundering and the financing of terrorism, the ICAA also voiced a number of concerns.  For example, the 
ICAA emphasized that investment advisers should not be primarily responsible for anti-money laundering transaction monitoring in light 
of the fact that most investment advisers do not have actual custody of client funds.  The ICAA has met with officials of the Treasury 
Department and expects the agency to issue final rules in the near future.  The ICAA is publishing a list of Frequently Asked Questions 
to assist its membership in complying with these new legal requirements.    

• During 2003, the ICAA filed other comment letters on a wide range of issues affecting its membership.  For example, the ICAA worked 
to prevent the inappropriate extension of conflict of interest rules relating to sell-side analysts to analysts who work for investment 
advisers.  In addition, the ICAA continued its efforts to urge the SEC to clarify its rules relating to when a brokerage account should be 
treated in the same manner as an advisory account.
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Education

The ICAA conducted numerous conferences, meetings, and workshops during the past year in an effort to keep our members fully informed 
about relevant issues that affect the investment advisory profession and to provide a meaningful forum for our members to network and discuss 
matters of mutual concern.  The conferences covered a wide range of business, operational, and compliance issues.  These conferences and 
meetings are provided to our membership at very reasonable rates and are an important benefit of ICAA membership.  As the ICAA continues to 
increase its membership and resources, the Association will be able to offer an expanded range of educational benefits to serve an increasingly 
diverse membership.
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Education
One of the most valuable benefi ts of belonging to the ICAA is the ability to discuss
today’s issues with other leaders in the investment advisory profession.

Following is a summary of the educational conferences and events the ICAA sponsored during the past year.

• In April, the ICAA held its annual conference in San Francisco.  Entitled “Challenges and Opportunities,” the program featured 
presentations by David Pottruck, Co-CEO of Charles Schwab & Company; Dr. Tom Campbell, Dean of the Haas School of Business 
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Service

One of the primary missions of the ICAA is to provide “benefits, services, and products that add value to member firms in their course of 
doing business.”  Since its relocation to Washington, D.C. in 1997, the ICAA has increased its communication and effectiveness with major 
policy makers and other organizations.  The ICAA has increased its paid staff, including hiring an excellent in-house legal staff that provides 
major services to all member firms.  The ICAA offers an expanding array of informational products and valuable services to its membership.  
Importantly, the ICAA serves as a unique and invaluable networking resource that facilitates and encourages the exchange and development of 
ideas among industry peers.
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Service
The ICAA is the only association whose sole purpose
is to serve the investment advisory profession.

During the past year, the ICAA has continued to provide its membership with a variety of valuable benefits and services, including the following.  

• Since December 1996, we have published a monthly edition of the ICAA Newsletter.  The newsletter is a major component of our efforts ICAA Newsletter.  The newsletter is a major component of our efforts ICAA Newsletter
to keep the membership fully informed of all aspects of the ICAA’s activities and of relevant industry trends and developments.  In addition 
to reporting on all legal and regulatory developments that affect ICAA member firms, the newsletter features guest articles on a wide range 
of subjects, as well as notices regarding ICAA-sponsored events and meetings.  Any employee of an ICAA member firm who wishes to be 
included on the newsletter mailing list should simply contact the ICAA office. 

• During the past year, the ICAA legal staff has responded to hundreds of requests for information about legal, regulatory, and compliance 
issues from ICAA member firms.  These “retail” services are an important and unique aspect of the ICAA’s services to its membership.  Dur-
ing the coming year, the ICAA expects to continue to enhance the range of such services, including publishing practical guidance to assist 
member firms in complying with the flurry of new laws and regulations that will affect all investment advisory firms. 

• The ICAA’s web site (www.icaa.org) offers an increasing array of information and services, including a Members Only area that features 
legal and regulatory updates, past issues of the ICAA Newsletter, and a number of archived informational and educational materials.  The ICAA Newsletter, and a number of archived informational and educational materials.  The ICAA Newsletter
ICAA web site contains links to ICAA member firm sites and other industry and informational sites, employment listings, and a section that 
contains copies of significant comments and statements of the ICAA.  In addition, the Members Only section of the ICAA web site now 
includes our compilation of legal, regulatory, and compliance materials, including new material on Form ADV, state filing issues, custody, 
advertising, personal trading, soft dollars, trading practices, global issues, technology, and many other topics.  Entitled The ICAA Investment 
Adviser, the on-line compilation replaces the paper-based version and includes a variety of current and historical information on investment Adviser, the on-line compilation replaces the paper-based version and includes a variety of current and historical information on investment Adviser
adviser issues and practices that are updated as developments occur.  In 2003, the ICAA also added its Service Provider Directory to the 
Members Only area of the ICAA web site.  The directory provides contact information of companies that offer products and services for 
investment advisers and currently covers such areas as executive recruiting, technology consulting, valuation services, compliance consult-
ing, insurance, portfolio accounting and management systems, trade order management systems, and e-mail retention services.

• Through a special arrangement, the ICAA offers web site development and related services of its Information Technology consultant, Mr. 
Kenneth Holley, to all ICAA member firms.  Mr. Holley’s firm, Information Systems Integration Consulting Group, LLC (www.isicg.com), 
provides a wide range of IT services, including network design and administration, security, programming, and consulting.

• The Chartered Investment Counselor (CIC) designation, sponsored by the ICAA, recognizes individuals who have met significant education 
and experience qualifications in performing investment counseling and portfolio management functions.  Virtually all states now recognize 
the CIC charter for purposes of waiving examination requirements.  Information about the CIC charter is available on the ICAA web site or 
by contacting the ICAA office.

• In November, the ICAA published and distributed its Directory of Member Firms and Directory of Member Firms and Directory of Member Firms Directory of Firm Personnel.  The Directory of Member 
Firms is made available to the public on request and lists each firm, its address, telephone number, and information provided to the ICAA Firms is made available to the public on request and lists each firm, its address, telephone number, and information provided to the ICAA Firms
regarding the firm’s assets under management, number of professional staff, minimum account and fees, and types of accounts supervised.  
The Directory of Firm Personnel is published for the exclusive use of ICAA member firms.  Both directories are available on the ICAA web Directory of Firm Personnel is published for the exclusive use of ICAA member firms.  Both directories are available on the ICAA web Directory of Firm Personnel
site.

•    Membership of the ICAA currently stands at more than 300 investment advisory firms, marking the highest level in the Association’s 66-
year history.  Many ICAA member firms find great value in the ability to communicate with each other regarding a broad range of business, 
technology, and operational issues.  The ICAA is committed to continue building its membership in order to better represent the investment 
advisory profession and provide additional services and benefits to all member firms.
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