
As discussed in Part One of the Investment Advice Reform, 

the U.S Securities and Exchange Commission (“SEC”) 

recently adopted a package of rules and interpretations 

primarily designed to enhance the quality of principal-agent 

relationships (relationship where an agent [representative] is 

appointed to act on behalf of a principal [client]) and to assist 

with providing full transparency to investors. The package 

encompasses four components:
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Part Two of our white paper series will focus on the third 

element (Form CRS) of the four-part package and discuss 

the different components of Form CRS along with the filing, 

amendment and delivery requirements. It is important to 

know that Form CRS will ONLY impact SEC-registered 

investment advisors (and broker-dealers) at this time. 
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Short Answer: Easy-to-understand disclosures designed to encourage transparency and promote effective 

communication between investment advisors and their retail investors.

Longer Answer: Regulators are concerned that retail investors are confused and believe that retail investors need a 

brief, easily-digestible document that summarizes the key information that help them understand material information 

and that they will take the time to read. The purpose of Form CRS is not only to promote communication and 

transparency, but to (i) educate retail investors, (ii) encourage comparisons of one firm’s investment offerings, fees, 

and conflicts with other investment advisors, and (iii) streamline disclosures across the industry. In order to fulfill its 

purpose, the SEC has mandated very particular instructions and requirements for its newly implemented Form CRS. 

Investment advisors must use standardized headings, plain simple english, short sentences, active voice, first person, 

and concrete everyday words. Investment advisors must avoid double negatives and only use legal jargon or highly 

technical terms with sufficient explanation of the terms. Firms will be encouraged to utilize charts, tables and other 

graphics along with colors and bolded terms, dual columns and graphical cues while creating as much white space as 

possible. Did we mention that all of this needs to fit on two (2) pages? 

Why did the SEC Implement Form CRS (ADV Part 3)?

Retail Investors

The SEC defines a retail investor as “a natural person, or the legal representative of such natural person, who 

seeks to receive or receives services primarily for personal, family or household purposes.” In other words… 

investors who are seeking investment advisory services in connection with any of the many different reasons that 

an individual may seek these services (e.g., retirement planning, education planning and other personal, family 

or household savings, cash flow needs and investing objectives).

 

The definition of retail investor excludes natural persons seeking investment advisory services for commercial or 

business purposes (e.g., an investor seeking services for a small business or on behalf of another non-natural 

person entity such as a charitable trust)

Please note, unlike definitions such as accredited investor or qualified clients, the definition of retail investors 

cannot be met with a simple net worth or other quantitative financial test.
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What Will Form CRS Look Like?

As noted above, Form CRS will be a two (2) page document for investment advisors to present material factual 

information related to the following five items:

Firms will be required to respond to each item listed above as outlined in the Form CRS instructions. Firms must 

not include disclosure in the relationship summary other than disclosure that is required or permitted. Ultimately, 

Form CRS must be clear, concise and straight to the point, taking into consideration the firm’s retail investors’ 

level of financial experience and sophistication… and of course, these disclosures must be accurate.

An interesting element required of Form CRS are “conversation starters” for each of the items noted above 

(aside from the introduction). These conversation starters have been identified as key questions that retail 

investors can and should ask their financial professional. These key questions were designed for retail investors 

to know what to ask in order to obtain comprehensive disclosures, stimulate dialogue and help them determine 

whether the services offered by the firm are appropriate based on their individual needs and circumstances.
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AdvisorAssist has drafted a                                        to provide a visual perspective and understanding of the 

concepts behind the Form CRS requirements noted above.
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Encouraged by the SEC

Formatting
2 page maximum, 8½” x 11” paper size, at least an 11 point font 
size, and a minimum of 0.75” margins on all sides

Words
Use definite, concrete, everyday words

Voice
Active and first person voice as if you are speaking to the retail investor, 
using “you,” “us,” “our firm,” etc. 

Sentences
Use short sentences and paragraphs 

Material Factual Information
All information must be true. Responses must be factual and provide 
balanced descriptions to help retail investors evaluate your services

Do Not! 
Use legal jargon or highly technical business terms unless you 
clearly explain them
Use multiple negatives
Omit material facts
Use exaggerated or unsubstantiated claims, vague and 
imprecise “boilerplate” explanations, or disproportionate 
emphasis on possible investments or activities that are not 
offered to retail investors

Design
Use white space and implement other design features (charts, graphs, 
tables, and other graphics or text features) to make the relationship 
summary easy to read.

Form CRS Formatting and Guidance Elements

Important Disclosure: Please note, the sample Form CRS was created with a TRULY  “Plain Vanilla” investment advisor 

in mind, and is for illustrative purposes only. This sample does not take into account an investment advisor’s relationships, 

services, fees or conflicts and should not be used for filing by any registered investment advisor - THIS IS STRICTLY A 

SAMPLE.

Sample Form CRS

https://drive.google.com/file/d/1DeYwhJgJG19YbX78dA7N5UVY_xLi2ZO8/view


Filing Requirements

Firms will be required to file Form CRS in the same fashion as Form ADV Part 2A utilizing the online IARD filing 

system, which is administered by FINRA. Firms will be able to start filing Form CRS beginning May 1, 2020 

where implementation is required no later than June 30, 2020. For ongoing filing requirements, please see the 

“Amendment Requirements” section below.
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Filing, Amendment and Delivery Requirements

Annual Amendment: Although there is no requirement to update the Form CRS on an annual basis, 

investment advisors should leverage the annual amendment process to ensure consistency across all the 

disclosure documents.

 

Other Than Annual Amendment: Similar to the Form ADV Part 1 and Part 2, the Form CRS will need to 

be amended within 30 days of any information becoming materially inaccurate.

Delivery Requirements

Investment advisors must deliver a relationship summary to each retail investor. Delivery of Form CRS can be 

done electronically provided the document is either attached directly to the email or contains a direct link in the 

body of the email. Please note, simply adding the Form CRS to a website and instructing clients to go to the 

website for the Form CRS DOES NOT meet delivery requirements. Investment advisors must also provide 

copies of the relationship summary to retail investors promptly upon request and always free of charge. 

Initial Delivery: Form CRS will be required to be delivered prior to or at the time of entering into an 

investment advisory agreement with a retail investor. Although there is no mandate to deliver it prior, the 

SEC is encouraging investment advisors to deliver the Form CRS in advance of the start of the 

relationship so that meaningful discussions can be held between the investment advisor and retail 

investor, allowing them to weigh their options prior to entering into an agreement.

 

Annual Delivery: There is NO annual delivery requirement for investment advisors to deliver their Form 

CRS to retail investors.

Amendment Requirements 



Ad-Hoc Delivery: Although there is no annual delivery requirement, investment advisors will be required 

to deliver their Form CRS on an ad hoc basis to retail investors if they:
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The SEC has taken the stance that under the circumstances listed above, retail investors would benefit from a 

“reminder” of the information within Form CRS.

Material Update Delivery: Certain changes made to Form CRS may be deemed a “Material Change” and 

require a communication of the Form CRS and the material changes to all retail clients within 60 days of the 

noted change.  
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Firms can still state that they are fiduciaries in all content. The only exception with the usage of the word is within Form 
CRS that requires the usage of the term 'best interest' instead to describe the standard of conduct required of 
investment advisors. Requiring the term “best interest” will clarify for retail investors the firm’s legal obligation, 
regardless of dealing with a broker-dealer, an  investment advisor, or a firm that is dually registered.

Yes, the most up-to-date current version of Form CRS must, at all times, be posted prominently and accessible via 
your firm’s website (if one exists).

Firms that do not service any retail investors (see definition above) would not be required to prepare, deliver or file a 
Form CRS. This means firms that solely provide investment advisory services to private funds, registered investment 
companies and/or other institutional clients.

Q: When are existing firms required to deliver the Form CRS to existing clients?

By July 30, 2020. Existing firms will have 30 days from the initial filing deadline to deliver the Form CRS to existing 
clients.

Frequently Asked Questions

Q: Can investment advisors still utilize the word “fiduciary”?

Q: Are we required to maintain our Form CRS on our website?

Q: Are we required to file Form CRS if we do not have any retail clients?

Most workplace retirement plans (excluding sole-prop plans or other self-employed individual) seeking services for a 
plan established, maintained and operated by an employer to provide pension or retirement savings benefits to 
employees are not deemed retail investors. However, if a sole-prop plan or other self-employed individual engages for 
advisory services, they would meet the definition of a “retail investor” as they are seeking services for personal, family 
or household purposes and must receive a copy of Form CRS.

Q: Are retirement plan clients deemed retail investors?



See the SEC Client                                                                      for additional information.
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Although this white paper is intended to address Form CRS requirements from an investment advisor’s perspective, 
firms that are dually registered as broker-dealers will be subject to additional requirements centered around 
commissionable business for specific periodic recommendations and transactions.

SEC Client Relationship Summary Rule 

Q: What if my firm is dually registered as a broker-dealer?

AdvisorAssist will be working with investment advisors subject to the Form CRS requirements primarily in 

creating the summary in compliance with the new rules and instructions. AdvisorAssist will leverage business 

model questionnaires and current regulatory filings in conducting a thorough vetting and analysis of the firm’s 

current disclosures and conflicts. AdvisorAssist will utilize this compiled data in constructing the Form CRS. 

How Can AdvisorAssist Help?

 

  

Q: What if my firm is not SEC registered?

Although Form CRS will ONLY impact SEC-registered investment advisors at this time, individual states have indicated 
that they will likely follow suit with a similar disclosure requirement (applicability and timing may vary by state).  

https://www.sec.gov/rules/final/2019/34-86032.pdf


The remainder of the Investment Advice Reform white paper series will be geared towards breaking down and 

understanding the components of the SEC’s Interpretation of Investment Advisor Fiduciary Duty. In particular, Part 

Three will focus on the importance of conducting and understanding the nuances of investment due diligence and 

best practices on building out and incorporating a solid foundation of policies and procedures.

Follow our blog at blog at AdvisorAssist.com Join the AdvisorAssist LinkedIn Group Follow @AdvisorAssist on Twitter 
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PART THREE:
INVESTMENT DUE 

DILIGENCE

WHAT'S NEXT?

AdvisorAssist, LLC is a management consulting firm focused exclusively on serving investment advisory firms. Through 

consultative services and outsourcing, we provide expertise, resources and actionable solutions that enable investment 

advisors to achieve their full potential. Our talented team of industry professionals provide actionable advice and execution to 

advisors to help build, grow, protect and optimize their practices. From concept through launch, we partner with advisors to 

assist in building world-class advisory practices. For established firms, we provide the ongoing business, strategy and risk 

management support that enables advisors to focus on growing their practice. 

 

For more details, please view our website at AdvisorAssist.com or call us at 617-800-0388 
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