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Disclaimer

The following presentation is for general discussion purposes only and is not  to be 
construed as legal or regulatory advice for any person and/or firm.

The material, views and opinions expressed in this presentation are solely those of 
the presenter and are not necessarily reflective of those held by InvestmentNews.
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Registered Representative Transition Issues

Threshold Issues
� Existing Restrictive Covenant/Avoiding Liability
� Accomplishing a Smooth Transition
� The Protocol For Broker Recruiting

Employment Contract
� Non-Solicitation

– Registered Representatives are restricted from soliciting and/or servicing clients of the broker 
dealer for a specific time period

� Promissory Note Repayment 
– An Agreement may require the Registered Representative to repay loans and/or training 

expenses to Broker Dealer



How to avoid potential violations of applicable common law duties
� The duty of loyalty to the Broker Dealer (duty not to engage in the theft of confidential and 

proprietary information, etc)

Review/interpretation of the agreements 
� Non-Solicitation
� Promissory Note Repayment

Resignation process
� Steps to take and avoid prior to resignation

Representation in event the Broker Dealer initiates litigation or arbitration to enforce the 
restrictions against and/or obligation set forth in the Agreement

Assisting in forming and registering new investment adviser entity

Discussions with Counsel - Transition Process 



Brokers may be subject to an employment agreement/restrictive covenant
� This must be reviewed with counsel prior to making any decision to resign to start his/her 

own advisory firm or join an established investment advisory firm.

Broker Dealer may seek a Temporary Restraining Order (TRO) 
� Prohibiting the broker from contacting clients formerly serviced while at the Broker Dealer

� If the Broker is successful in getting a TRO, the judge will schedule a hearing. If there is 
contractual prohibition, the court will likely uphold these contractual restrictions

Resolutions 
� Monetary compensation :The payment of money by the Registered Representative to the 

Broker Dealer based on a percentage of the broker’s trailing 12 months compensation 

� Broker Dealer may be determined to require the broker to uphold the contractual 
prohibitions for the prescribed time period (usually one year)

Is Litigation/Arbitration Likely?



I am thinking about leaving my current job as a Financial Adviser to join another 
company. I plan on going independent as a Registered Investment adviser. What 

should I do? And What should I be thinking about?

I do not remember if I signed a restrictive covenant, what should I do?

I have heard many people say that a non-solicitation agreement is “not worth the paper 
it’s written on.”

Tell me why it is important that I look to see what my current employer has done with 
departing brokers in the past? 

Frequently Asked Questions



Registration Process/Timing

Necessary Documents

“Flipping The Switch”

Ongoing Compliance Related Services 

Errors and Omissions Insurance

My Independent Registered Investment Advisory Firm



Maintaining a Commission Practice

Executing RR Agreement with new BD

Registration as an Investment Adviser

Regulatory Differences between a brokerage vs. an RIA practice 

Important Related Issues



What is it?

Protocol Statistics

My present firm is a member – what does that mean to me?

My present firm is not a member – what can I do?

Protocol “Do’s”

Protocol “Don©ts”

The Protocol for Broker Recruiting


