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Yogi Berra's famous quote, “It's like déjà vu all over again,” rings true to the current financial condition of the United 
States and global markets. Only a few years after the 2008 collapse of the financial markets, the United States and 
countries abroad are again experiencing financial troubles: the Greek debt crisis, questions about the European Union, 
general fear over the worldwide markets and talks of a double-dip recession in the United States.  

Many investors are left asking: What measures were taken after the 2008 financial crisis to protect investors and the 
financial markets in general? The answer: the Dodd-Frank Wall Street Reform and Consumer Protection Act.  
 
Passed on July 21, 2010, the Dodd-Frank Act was designed to regulate systemic risk in the financial industry, improve 
accountability and transparency in the financial system and protect investors from improprieties in the financial industry.  
 
The passing of the Dodd-Frank Act is seemingly old news; the application of the Dodd-Frank Act is not.  
 
The Dodd-Frank Act, in large part, delegated authority to various agencies to conduct studies and engage in formal rule 
making.  
 
This has led to the recent pronouncements involving the recommended uniform fiduciary standard of care for both 
broker-dealers and investment advisers, new rules governing whistleblower programs and increased regulation over 
investment professionals known as private fund advisers.  

  Uniform fiduciary standard of care: One of the more significant accomplishments of the Dodd-Frank Act is the 
Securities and Exchange Commission's Jan. 22 recommendation for a uniform fiduciary standard of conduct for broker-
dealers and investment advisers.  
 
Prior to the Dodd-Frank Act, broker-dealers and investment advisers were held to different standards of care.  
 
Investment advisers — who are compensated on a fee-based model for investment advisory services, typically receiving a 
percentage of assets under management — owed clients a fiduciary duty of care, requiring them to act at all times in 
their client's “best interests.”  
 
On the other hand, registered representatives — who receive compensation on a transactional basis through commissions 
or sales loads — generally owed clients a more limited duty of care to ensure that any investment recommendation was 
“suitable” (consistent with the client's stated investment objective, risk tolerance and general financial status, etc.).  
 
Pursuant to the Dodd-Frank Act's instruction, the staff of the SEC studied these regulatory classifications and ultimately 
concluded that investors did not understand the distinctions; instead, investors expected investment professionals to act 
in their best interests at all times, regardless of what capacity in which the professional was acting.  
 
This finding prompted the staff of the SEC to issue a formal recommendation in January recommending that broker-
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dealers and investment advisers be held to the same uniform standard of care when providing retail customers with 
personalized investment advice. To date, this recommendation has not been adopted as law.  

  Whistleblower programs: In addition to heightened standards of care for investment professionals, the Dodd-Frank 
Act also sought to protect investors and the financial markets by incentivizing internal reporting of misconduct through 
more enticing whistleblower programs.  
 
Prior to the Dodd-Frank Act, the SEC could provide whistleblowers with awards only in insider trading cases; and these 
awards were limited to 10% of the penalty collected in an enforcement action. As of May 25 the SEC now has the 
authority to award whistleblowers for providing “original information” about any violation of the federal securities laws 
(not just insider trading).  
 
The new rules remove the 10% cap and now permit an award up to 30% of the monetary amount recovered.  

  Private fund advisers: In a similar vein, the SEC recently adopted new rules governing “private fund advisers” — that 
is, those advising hedge funds, private equity funds and the like.  
 
Prior to Dodd-Frank , these private fund advisers were virtually unregulated, which led many to point the finger at these 
private fund advisers and their unregulated activities (and risk taking) as a contributing factor to the '08 financial crisis.  
 
To fix this regulatory gap, the SEC's new rules increase registration requirements and overall regulation of private fund 
advisers.  
 
These recent measures are just a few of the rules and recommendations adopted as a result of the passing of the Dodd-
Frank Act.  
 
As the SEC rule making process continues, it is expected that new rules and laws will be issued to further protect 
investors and the stability of our financial markets.  
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