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Instructions• 

Final Proposed Fi l ing - Coversheet 

In accordance with Title 3 Chapter 25 of the Vermont Statutes Annotated and the 
"Rule on Rulemaking" adopted by the Office of the Secretary of State, this filing will 
be considered complete upon filing and acceptance of these forms with the Office of 
the Secretary of State, and the Legislative Committee on Administrative Rules. 

All forms shall be submitted at the Office of the Secretary of State, no later than 3:30 
pm on the last scheduled day of the work week. 

The data provided in text areas of these forms will be used to generate a notice of 
rulemaking in the portal of "Proposed Rule Postings" online, and the newspapers of 
record if the rule is marked for publication. Publication of notices will be charged 
back to the promulgating agency. 

PLEASE REMOVE ANY COVERSHEET OR FORM NOT 
REQUIRED WITH THE CURRENT FILING BEFORE DELIVERY! 

Certification Statement: As the adopting Authority of this rule (see 3 V.S.A. § 801 
(b) (11) for a definition), I approve the contents of this filing entitled: 

Vermont Securities Regulations 

/s/ Kaj Samsom on 02/23/2026 
(signature) (date) 

Printed Name and Title: 
Kaj Samsom, Commissioner 

RECEIVED BY: 

❑ Coversheet 
❑ Adopting Page 
❑ Economic Impact Analysis 
❑ Environmental Impact Analysis 

❑ Strategy for Maximizing Public Input 

❑ Scientific Information Statement (if applicable) 

❑ Incorporated by Reference Statement (if applicable) 

❑ Clean text of the rule (Amended text without annotation) 

❑ Annotated text (Clearly marking changes from previous rule) 

❑ ICAR Minutes 
❑ Copy of Comments 

❑ Responsiveness Summary 
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1. TITLE OF RULE FILING: 
Vermont Securities Regulations 

2. PROPOSED NUMBER ASSIGNED BY THE SECRETARY OF STATE 
25P 038 

3. ADOPTING AGENCY: 
Department of Financial Regulation 

4. PRIMARY CONTACT PERSON: 
~A PERSON WHO IS ABLE TO ANSWER Q UESTIONS ABO UT THE CONTENT OF THE R ULE~ . 

Name: Russ McCracken, Assistant General Counsel . 

Agency: Department of Financial Regulation 

Mailing Address: 89 Main Street, Montpelier, VT 05620 

Telephone: 8 0 2 8 2 8 3 3 01 Fax: 

E-Mail: russ . mccracken@vermont . gov 

Web URL (WHERE THE RULE WILL BE POSTED 
https://dfr.vermont.gov/about-us/legal-general-
counsel/proposed-rules-and-public-comment 

5. SECONDARY CONTACT PERSON: 
~A SPECIFIC PERSON FROM WHOM COPIES OF FILINGS MAYBE. REQUESTED OR WHO MAY 

ANSWER QUESTIONS ABOUT FORMS SUBMITTED FOR FILING IF DIFFERENT FROM THE 

PRIMARY CONTACT PERSON. 

Name: Amanda Smith, Deputy Commissioner 

Agency: Department of Financial. Regulation 

Mailing Address: 89 Main Street, Montpelier, VT 05620 

Telephone: 8 0 2 8 2 8 3 4 2 0 Fax: 

E-Mail: amanda . smith@vermont .gov 

6. RECORDS EXEMPTION INCLUDED WITHIN RULE:
DOES THE RULE CONTAINANYPROVISIONDESIGNATING INFORMATIONAS CONFIDENTIAL; 

LIMITING ITS PUBLIC RELEASE; OR OTHERWISE, EXEMPTING IT FROMINSPECTIONAND 

COPYING`? Yes 

IF YES, CITE THE STATUTORY AUTHORITY FOR THE EXEMPTION: 

1 V.S.A. ~~ 317 (c) (1) , (6) , (7) 

PLEASE SUMMARIZE THE REASON FOR THE EXEMPTION: 

Under the current version of the Vermont Securities 
Regulations (5-2016-01) ("Rule"), the personal 

information submitted in connection with an application 

for funds from Vermont Financial Services Education and 
Victim Restitution Special Fund is confidential. 
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Information submitted in the application is personal 
information related to personal finance of the victims. 

Revisions to the Rule in ~ 9-1(b)(2) more specifically 
identify the information that is confidential. 

7. LEGAL AUTHORITY / ENABLING LEGISLATION: 
THE SPECIFIC STATUTORY OR LEGAL CITATIONFROMSESSIONLAWINDICATING WHO THE 

ADOPTING ENTITY IS AND THUS WHO THE SIGNATORY SHO ULD BE. THIS SHO ULD BE A 

SPECIFIC CITATIONNOT A CHAPTER CITATION). 

9 V.S.A. ~ 5605(a); 9 V.S.A. § 5616(j); 8 V.S.A. § 

15 (a) . 

EXPLANATION OF HOW THE RULE IS WITHIN THE AUTHORITY OF 
THE AGENCY: 
Under 9 V.S.A. § 5605(a), the Commissioner of the 

Department may adopt rules to carry out the provisions 
of the Vermont Uniform Securities Act. The Vermont 
Securities Regulations are the omnibus rule by which 
the Department implements the Vermont Uniform 
Securities Act. Each chapter of the Vermont Securities 
Regulations specifies which section it is implementing. 
Additionally, 9 V.S.A. ~ 5616 (j) expressly authorizes 
the Department to adopt rules implementing the Vermont 
Financial Services Education and Victim Restitution 
Special Fund established by 9 V.S.A. ~ 5616. 

Under 9 V.S.A. ~ 5411(e), the Department is expressly 

authorized to require investment advisers with custody 
or discretionary authority of client funds to obtain 
insurance specified by the Commissioner. 

8: The Commissioner of the Department also has rulemaking 
authority under 8 V.S.A. § 15 (a) to adopt rules 
implementing the provisions of Title 8 in a way that 
protects consumers against unfair and unconscionable 
practices. 

9. THE FILING HAS CHANGED SINCE THE FILING OF THE PROPOSED 

RULE. 

10. THE AGENCY HAS INCLUDED WITH THIS FILING A LETTER 

EXPLAINING IN DETAIL WHAT CHANGES WERE MADE, CITING CHAPTER 
AND SECTION WIRE APPLICABLE. 

11. SUBSTANTIAL ARGUMENTS AND CONSIDERATIONS WERE RAISED 

FOR OR AGAINST THE ORIGINAL PROPOSAL. 
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12. THE AGENCY HAS INCLUDED COPIES OF ALL WRITTEN 
SUBMISSIONS AND SYNOPSES OF ORAL COMI~~NTS RECEIVED. 

13. THE AGENCY HAS INCLUDED A LETTER EXPLAINING IN DETAIL 
THE REASONS FOR THE AGENCY'S DECISION TO REJECT OR ADOPT 
THEM. 

14. CONCISE SLrMMARY (150 woRvs oR LEss): 

The Vermont Securities Regulations set out requirements 
for issuing securities in Vermont and regulating those 
who provide investment advice and offer and sell 
securities to the public.. The primary changes include: 
for investment companies offering federally covered 
securities in Vermont, the revised Rule mandates 
electronic filings through a system to be designated by 
the Commissioner (allowed but not required under the 
current Rule); adding a requirement that Vermont 
domiciled investment advisers controlling client funds 
carry errors and omissions insurance; clarifying 
provisions for administering restitution assistance for 
victims of securities violations, including the 
application process; adding into regulation a current 
Department policy governing the privacy of client 
financial information held by broker-dealers and 
investment advisers; updating certain provisions to 
match national model rules from North American 
Securities Administrators Association; and drafting 
changes for clarity. 

15. EXPLANATION OF WHY THE RULE IS NECESSARY: 
The revisions to the Rule provide necessary updates to 
maintain effective administration of the Vermont 
Uniform Securities Act, strenghthen i'nvestor 
protections, maintain consistency with regulatory model 
rules established by the national association of state 
securities regulators, and improve clarity. Mandating 
electronic filings for certain filings ensures 
efficient submission of filings. 

The changes to the administration of restitution 
assistance for victims of securities violations are 
needed to clarify the process and improve 
administration. 

Adding the Department's current policy on broker-dealer 
and investment adviser protections of client financial 
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information to the Vermont Securities Regulations 
strengthens the protections by promulgating the 

requirements in rule. This approach is also consistent 
with the Department's promulgation of corresponding 

rules for insurers and banks (Department Rules IH-2001-

Ol and B-2018-01). 

16. EXPLANATION OF HOW THE RULE IS NOT ARBITRARY: 

The revisions to the Rule are not arbitrary because the 
changes are the product of the Department's experience 
administering the current Rule and the Vermont Uniform 
Securities Act. The changes are rationally and 
reasonably connected to the Department's experience 
with protecting Vermont investors. Additionally, many 
of the changes are to keep the Rule consistent with 
model securities rules developed by the North American 
Securities Administrators Association. The Department 

is also acting well within its rulemaking authority 
under 9 V.S.A. § 5605(a), 9 V.S.A. § 5616(j), and 8 

V.S.A. ~ 15 (a) . 

17. LIST OF PEOPLE, ENTERPRISES AND GOVERNMENT ENTITIES 
AFFECTED BY THIS RULE: 
The Rule affects: 

investment advisers and broker-dealers registered in 
Vermont; 

representatives and agents of those investment advisers 

and broker-dealers; 

issuers and offerors of securities in Vermont; 

victims of securities violations that are eligible for 
restitution assistance; 

Vermonters who are customers of investment advisers and 
broker-dealers; 

Vermonters who otherwise invest in securities; and 

the Department. 

18. BRIEF Si;rMMARY OF ECONONIIC IMPACT (150 worms ox LEss): 

The Department expects -the economic impact of the 

revisions to the Rule to be a net positive. The 

revisions change certain compliance and operating 

requirements for broker-dealers and investment. 
advisers, including requiring certain investment 

advisers to incur the expense of purchasing additional 
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insurance. Many revisions to the Rule make the legal 
requirements more clear, and conform certain provisions 
to model rules adopted by the North American Securities 
Administrators Association, which should create cost 
savings for regulated entities. The change to require 
investment companies to file electronic notice filings 
for federally covered securities will create additional 
expense for some investment companies, but the 
Department believes the requirement is beneficial to 
ensure orderly submission and record keeping for notice 
filings. The Department concludes that the benefits of 
additional protection for Vermont investors outweigh 
any additional compliance costs. 

19. A HEARING wAS HELD. 

20. HEARING INFORMATION 
THE FIRST HEARING SHALL BE NO SOONER THAN 3O DAYS FOLLOWING THE POSTING OF 

NOTICES ONLINE. 

IF THIS FORM IS INSUFFICIENT TO LIST THE INFORMATION FOR EACH HEARING, PLEASE 

ATTACH A SEPARATE SHEET TO COMPLETE THE HEARING INFORMATION. 

Date: 12/1/2025 

Time: 0 1 : 0 0 PM 

Street Address: Virtual (MS Teams ) only 

Zip Code: 

URL for Virtual: https : //teams .microsoft . com/1/meetup-
join/19o3ameeting_MDAwMjklYTItMDJiZC00ODU5LWE0OTgtMjhkZ 
Tk5NDc1NGRj%40thread.v2/0?context=o7b%22Tido22o3a%2220b 
4933b-baad-433c-9c02-
70edcc7559c6%22%2c%22Oid%22%3ao228e6e8bee-36f6-4255-
a55d-f61857ec6e87o22o7d 

Date: 12/29/2025 

Time: 11 : 0 0 AM 

Street Address: Virtual (MS Teams ) only 

Zip Code: 

URL for Virtual: 
https://gcc02.safelinks.protection.outlook.com/ap/t-
59584e83/?url=https%3Ao2Fo2Fteams.microsoft.com%2F1%2Fm 
eetup-
joina2Fl9o253ameeting_YWFmYjczY2QtODElYS00ZmU4LWI3MjktN 
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mYwMGQ5MTg4ZDkl%2540thread.v2o2F0%3Fcontext%3Do257bo252 

2Tido2522%253a%252220b4933b-baad-433c-9c02-

70edcc7559c6o2522%252c%2522Oid%2522%253a%25228e6e8bee-

36f6-4255-a55d-

f61857ec6e87%2522%257d&data=05%7C02%7CAmanda.Smitho40ve 

rmont.gov%7Cc3cffd22224d4275c06108de46eef686%7C20b4933b 

baad433c9c0270edcc7559c6%7COo7C0%7063902618933274669907 

CUnknown%7CTWFpbGZsb3d8eyJFbXB0eUlhcGkiOnRydWUsIlYiOiIw 

LjAuMDAwMCIsIlAi0iJXaW4zMiIsIkF0IjoiTWFpbCIsIldUIjoyfQo 

3Do3D%7O0%7Co7C%7C&sdata=OzlsKeRhI7LM5pm18ca0wWCWdCQTl 

T5Jd1PiQn4814%3D&reserved=0 

Date: 

Time: AM 

Street Address: 

Zip Code: 

URL for Virtual: 

Date: 

Time: AM 

Street Address: 

Zip Code: 

URL for Virtual: 

21. DEADLINE FOR COMIV~NT ~NO EARLIER THAN 7 DAYS FOLLOWING LAST HEARING: 

1/8/2026 

KEYWORDSPLEASE PROVIDE AT LEAST 3 KEYWORDS OR PHRASES TO AID IN THE 

SEARCHABILITY OF THE RULE NOTICE ONLINE. 

Vermont Securities Regulation 

Vermont Uniform Securities Act 

broker dealer 

investment adviser 

victim restitution assistance 

securities 
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Adopting Page 

Instructions• 

This form must accompany each filing made during the rulemaking process: 

Note: To satisfy the requirement for an annotated text, an agency must submit the entire 
rule in annotated form with proposed and final proposed filings. Filing an annotated 
paragraph or page of a larger rule is not sufficient. Annotation must clearly show the 
changes to the rule. 

When possible, the agency shall file the annotated text, using the appropriate page or 
pages from the Code of Vermont Rules as a basis for the annotated version. New rules 
need not be accompanied by an annotated text. 

1. TITLE OF RULE FILING: 
Vermont Securities Regulations 

2. ADOPTING AGENCY: 
Department of Financial Regulation 

3 . TYPE OF FILINGPLEASE CHOOSE THE TYPE OF FILING FROM THE DROPDOWN MENU 

BASED ON THE DEFINITIONS PROVIDED BELOW : 

• AMENDMENT - Any change to an already existing rule, 
even if it is a complete rewrite of the rule, it is considered 
an amendment if the rule is replaced with other text. 

• NEW RULE - A rule that did not previously exist even under 
a different name. 

• REPEAL - The removal of a rule in its entirety, without 
replacing it with other text. 

This filing is AN AMENDMENT OF AN EXISTING RULE 

4. LAST ADOPTED (PLEASE PROVIDE THE SOS LOG#, TITLE AND EFFECTIVE DATE OF 

THE LAST ADOPTION FOR THE EXISTING R ULE~ 

21P-029; Rule No. 5-2016-01, Vermont Securities 

Regulations (Revised 2021); effective date December 16, 

2021. 
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Vermont Agency of Administration 

Interagency Committee on Administrative 
Rules (ICAR) Minutes 

Date/Time: October 13, 2025, 2:02 PM 

Location: Virtually via Microsoft Teams 

Members Present: John Kessler (acting Chair), Diane Sherman, Jared Adler, 
Jennifer Mojo, John Kessler, Natalie Weill, Michael Obuchowski, Nicole 
Dubuque 

Members Absent: Nick Kramer 

Minutes By: Chrissy Gilhuly 

► 2:02 p.m. meeting called to order. 

► Review and approval of minutes from the September 8 meeting. 

► No additions/deletions to agenda. Agenda approved as drafted. 

► No public comments were made. 

Presentation of Proposed Rule with recommended changes on pages to follow: 

1) Department of Financial Regulation 
a. Update to the Risk Retention Group Holding Company System Rule that sets 

out reporting, organizational and operational requirements for Risk Retention 
Groups (RRG) organized as holding companies. 

i. This update to the rule tells RRGs how to comply with changes made in 
Subchapter 13 of Title 8, Act 101 by Act 110 (H.659) of 2024 

b. Vermont Securities Regulations 
i. Changes to the rule requirements for issuing securities in Vermont and 

regulating those who provide investment advice and offer and sell 
securities to the public. 

2) Office of the State Treasurer 
a. Vermont Saves Program Proposed Rule Chage: 

i. This Rule proposes to make two amendments to the Rules 
implemented in 2024 pursuant to 3 V.S.A. Chapter 18, consistent with 
the legislative intent to establish a State auto-IRA program for "the 
purpose of increasing financial security for Vermonters by providing 
access to an IRA for Vermont employees of companies that do not 
currently offer a retirement savings program." 

► Next scheduled meeting is October 27, time TBD. 

► 2:58 p.m. meeting adjourned. 

0 ~J~n~~ 
2025-07-14 ICAR Minutes, Page 1 of 4 ~F. V J..~1~.1V1 



Vermont Agency of Administration 

Proposed Rule: Changes to the rule requirements for issuing securities in Vermont 
and regulating those who provide investment advice and offer and sell securities to 
the public. 

Presented By: Russ McCracken, Department of Financial Regulation 

Motion was made to accept the rule by Diane Sherman, seconded by Jared Adler, and 
passed unanimously. 

0 
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Economic Impact Analysis 
Instructions• 

In completing the economic impact analysis, an agency analyzes and evaluates the 
anticipated costs and benefits to be expected from adoption of the rule; estimates the 
costs and benefits for each category of people enterprises and government entities 
affected by the rule; compares alternatives to adopting the rule; and explains their 
analysis concluding that rulemaking is the most appropriate method of achieving the 
regulatory purpose. If no impacts are anticipated, please specify "No impact 
anticipated" in the field. 

Rules affecting or regulating schools or school districts must include cost implications 
to local school districts and taxpayers in the impact statement, a clear statement of 
associated costs, and consideration of alternatives to the rule to reduce or ameliorate 
costs to local school districts while still achieving the objectives of the rule (see 3 
V.S.A. § 832b for details). 

Rules affecting small businesses (excluding impacts incidental to the purchase and 
payment of goods and services by the State or an agency thereof , must include ways 
that a business can reduce the cost or burden of compliance or an explanation of why 
the agency determines that such evaluation isn't appropriate, and an evaluation of 
creative, innovative or flexible methods of compliance that would not significantly 
impair the effectiveness of the rule or increase the risk to the health, safety, or welfare 
of the public or those affected by the rule. 

1. TITLE OF RULE FILING: 

Vermont Securities Regulations 

2. ADOPTING AGENCY: 

Department of Financial Regulation 

3. CATEGORY OF AFFECTED PARTIES: 
LIST CATEGORIES OF PEOPLE, ENTERPRISES, AND GOVERNMENTAL ENTITIES POTENTIALLY 

AFFECTED BY THE ADOPTION OF THIS R ULE AND THE ESTIMATED COSTS AND BENEFITS 

ANTICIPATED: 

The changes to the Rule affects the following groups: 

Broker-dealers and investment advisers registered in 
Vermont will be impacted by changes to certain 
compliance and operating requirements, many of which 

are based on national model rules established by the 
North American Securities Administrators Association, 

rules adopted by FINRA, or, in the case of the 
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additional provisions governing privacy of financial 
information, the Department's existing policy. 
Additional compliance costs to the regulated entities 
from these changes - are expected to be minimal, with a 
potential for cost savings as a result of regulations 
that are more consistent with other states. 

Additionally, investment advisers that are both 
registered and domiciled in Vermont and maintain 
custody or control of client funds will have additional 
costs of maintaining errors and omissions insurance 
with minimum coverages specified by the changes to the 
Rule. The Department believes, based on survey of 
Vermont-registered investment advisers, that it is 
common for investment advisers to maintain this 
insurance already. Those that don't have the insurance 
coverage already will have the additional expense of 
obtaining.the insurance. The requirement adds to the 
protection of customers by increasing the monetary 
protections above the much lower minimum adjusted net 
worth requirements currently in the Rule.-The 
Department believes the potential benefits and 
protections for customers of the additonal requirement 
justifies additional cost of compliance. 

Representatives and agents of those investment advisers 
and broker-dealers will also be impacted by changes to 
certain compliance requirements, similar to the changes 
impacting investment advisers and broker-dealers. 
Additional compliance costs to the representatives and 
agents from these changes are expected to be minimal. 

Issuers and offerors of certain securities in Vermont 
will be impacted by the requirement to make certain 
filings electronically in a way designated by the 
Department. The updates to the Rule instruct the 
Commissioner to designate an electronic filing platform 
for notice filings for investment companies offering 
federally covered securities in Vermont. Most 
investment companies make notice filings electronically 
already, but if the Commissioner designated a platform 
that is different than the one currently used by an 
investment company for the notice filings, that could 
result in additional fees or expenses for investment 
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companies to switch to a different platform. The 

udpates to the rule also require that Regulation A -

Tier 2 filings be made electronically in the same way 

as Regulation D notice filings are currently required 

to be made, which is expected to have minimal economic 

impact on issuers for Regulation A - Tier 2 offerings. 

The Department believes the additional costs are 

justified by the benefit of having the applicable. 
investment company notice filings made through the same 
designated platform. The Department notes that filing 

fees paid to the State are set in statute and are not 

affected by the updates to the Rule. 

Victims of securities violations that are eligigble for 
restitution assistance will be impacted by changes to 

the Rule that clarify the process for apply for 
restitution assistance. The clarifications to the 
application process are not expected to have an 

economic impact. 

Vermonters who are clients of investment advisers and 
broker-dealers or who otherwise invest in securities 
will benefit from additional protection against 
financial loss provided by updates to the Rule. The 
additional requirement for investment advisers that 
have custody or control of client funds to maintain 
errors and omissions insurance provides additional 
protection to the clients of those investment advisers 
because the insurance will provide an alternate source 

of recovery for those clients in certain cases. 

The Department benefits from the updates to the Rule. 
Requiring electronic filing for certain securities-

related filings helps the Department more effectively 

and efficiently administer the filing and public 

records requirements. Updates to the Vermont Financial 

Services Education and Victim Restitution Special Fund 
benefit the Department's ability to administer the Furid 

and provide restitution payments from the Fund in an 
efficient and orderly way. Drafting and other 

clarifying changes and corrections in the revisions to 
the Rule improve the clarity of the Rule, which 
.benefits the Department's administration. 

Revised .Ianuary 10, 2023 page 3 



Administrative Procedures 
Economic Impact Analysis 

The Department concludes that the benefits of 
additional protection for Vermont investors outweigh 
any additional compliance costs. 

4. IMPACT ON SCHOOLS: 
INDICATE ANY IMPACT THAT THE R ULE WILL HAVE ON P UBLIC EDUCATION, PUBLIC 

SCHOOLS, LOCAL SCHOOL DISTRICTS AND/OR TAXPAYERS CLEARLY STATING ANY 

ASSOCIATED COSTS: 

The modification to the Rule is not expected to have 

any impact on schools. 

S. ALTERNATIVES: CONSIDERATION OFALTERNATIVES TO THE RULE TO REDUCE OR 

AMELIORATE COSTS TO LOCAL SCHOOL DISTRICTS WHILE STILL ACHIEVING THE OBJECTIVE 

OF THE R ULE. 

Since the modification to the Rule is not expected to 
have any impact on schools, alternatives were not 
considered. 

6. IMPACT ON SMALL BUSINESSES: 
INDICATE ANY IMPACT THAT THE R ULE WILL HAVE ON SMALL B ZISINESSES ~EXCL UDING 

IMPACTS INCIDENTAL TO THE P URCHASE AND PAYMENT OF GOODS AND SER VICES BY THE 

STATE OR ANAGENCY THEREOF 

The Department anticipates that the impact on small 
businesses will be minimal. While the revisions to the 
Rule do change certain compliance requirements for 

broker-dealers and investment advisers, which may be 
small businesses, the Department does not believe that 
those changes create a material economic impact. As 
noted above, the modification to the Rule requires that 
investment advisers that are registered and domiciled 
in Vermont and have custody or discretionary control of 
customer funds maintain errors and omissions insurance 
coverage. To the extent an investment adviser that is 
a small business does not already carry insurance 
meeting this requirement, the Department believes the 
protections against economic loss for investors 
justifies that additional costs of compliance. The 
Rule continues to have provisions that are intended to 
minimize costs for small businesses seeking to raise 
capital through a securities offering, including the 
Small Company Offering Registration in Section 4-2 of 
the Rule. 
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7. SMALL BUSINESS COMPLIANCE: EXPLAIN WAYSA BUSINESS CANREDUCE THE 

COST/BURDEN OF COMPLIANCE OR AN EXPLANATION OF WHY THE AGENCYDETERMINES 

THAT SUCH EVAL UATION ISN'T APPROPRIATE. 

With respect to broker-dealers and investment advisers, 
the Department believes that the compliance 
requirements are appropriately tailored to protect 
Vermont investors. The Department doesn't anticipate a 
material negative impact on small businesses as a 
result of revisions to the Rule. As noted above, the 
Rule continues to provide a way for small business 
issuers of securities that is intended to reduce 
compliance costs for the issuance. 

8. COMPARISON: 
COMPARE THE IMPACT OF THE RULE WITH THE ECONOMIC IMPACT OF OTHER 

ALTERNATIVES TO THE R ULE, INCLUDING NO R ULE ON THE SUBJECT OR A R ULE HAVING 

SEPARATE REQUIREMENTS FOR SMALL B USINESS: 

The Department believes that the changes in the Rule 
are appropriately tailored to balance compliance and 
investor protection. Where appropriate, such as the 
Small Company Offering Registration, the Rule has 
separate requirements for small businesses that are not 
impacted by the proposed changes. Not having a Rule at 
all could actually increase compliance costs because. 
the lack of a rule could result in additional effort 
and expense being required to comply with the Vermont 
Uniform Securities Act. 

9. SUFFICIENCY: DESCRIBE HOW THE ANALYSIS WAS COND UCTED, IDENTIFYING 

RELEVANT INTERNAL AND/OR EXTERNAL SOURCES OF INFORMATION USED. 

The Department considered the economic impact of the 
changes individually and taken as a whole in the 
context of the existing compliance requirements imposed 
by the Rule and law on regulated entities. . For some 
revisions, the Department utilized updates developed by 
the North American Securities Administrators 
Association for consistency with requirements imposed 
by other states. With respect to the requirement for 
Vermont registered and domiciled investment advisers 
that have custody or control of client funds, the 
Department also conducted a survey of Vermont 
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registered investment advisers regarding their existing 
errors and omissions insurance coverage. 
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Environmental Impact Analysis 

Instructions• 

In completing the environmental impact analysis, an agency analyzes and evaluates 
the anticipated environmental impacts (positive or negative) to be expected from 
adoption of the rule; compares alternatives to adopting the rule; explains the 
sufficiency of the environmental impact analysis. If no impacts are anticipated, please 
specify "No impact anticipated" in the field. 

Examples of Environmental Impacts include but are not limited to: 

• Impacts on the emission of greenhouse gases 
• Impacts on the discharge of pollutants to water 
• Impacts on the arability of land 
• Impacts on the climate 
• Impacts on the flow of water 
• Impacts on recreation 
• Or other environmental impacts 

1. TITLE OF RULE FILING: 

Vermont Securities Regulations 

2. ADOPTING AGENCY: 

Department of Financial Regulation 

3. GREENHOUSE GAS: EXPLAINHOW THE RULE IMPACTS THE EMISSION OF 

GREENHOUSE GASES ~E. G. TRANSPORTATION OF PEOPLE OR GOODS; BUILDING 

INFRASTRUCTURE; LAND USEAND DEVELOPMENT, WASTE GENERATION, ETC. : 

None. 

4. WATER: EXPLAIN HOW THE R ULE IMPACTS WATER ~E. G. DISCHARGE /ELIMINATION OF 

POLLUTIONINTO VERMONT WATERS, THE FLOW OF WATER IN THE STATE, WATER QUALITY 

ETC. 

None. 

S . LAND : EXPLAIN HOW THE R ULE IMPACTS LAND ~E. G. IMPACTS ON FORESTRY, 

AGRICULTURE ETC. : 

None. 

6. RECREATION: EXPLAIN HOW THE R ULE IMPACTS RECREATION IN THE STATE.' 

None. 
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7. CLIMATE : EXPLAIN HOW THE R ULE IMPACTS THE CLIMATE IN THE STATE.' 

None. 

S. OTHER: EXPLAIN HOW THE RULE IMPACT OTHER ASPECTS OF VERMONT'S 

ENVIRONMENT: 

None. 

9. SUFFICIENCY: DESCRIBE HOW THE ANALYSIS WAS CONDUCTED, IDENTIFYING 

RELEVANT INTERNAL AND/OR EXTERNAL SOURCES OF INFORMATION USED. 

The proposed revisions to this Rule are not expected to 

have any environmental impact. 
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Administrative Procedures 
Public Input Maximization Plan 

Public Input Maximization Plan 
Instructions• 

Agencies are encouraged to hold hearings as part of their strategy to maximize the 
involvement of the public in the development of rules. Please complete the form 
below by describing the agency's strategy for maximizing public input (what it did do, 
or will do to maximize the involvement of the public). 

This form must accompany each filing made during the rulemaking process: 

1. TITLE OF RULE FILING: 

Vermont Securities Regulations 

2. ADOPTING AGENCY: 

Department of Financial Regulation 

3. PLEASE DESCRIBE THE AGENCY'S STRATEGY TO MAXIMIZE PUBLIC 
INVOLVEMENT IN THE DEVELOPMENT OF THE PROPOSED RULE, 
LISTING THE STEPS THAT HAVE BEEN OR WILL BE TAKEN TO 
COMPLY WITH THAT STRATEGY: 

Several of the changes to the Rule are based on model 
rules adopted by the North American Securities 
Administrators Association (NASA.A), which undergo 
public review and comment prior to becoming model 
rules. 

In addition to conducting its own thorough review of 
the Rule based on its experience administering the 
Rule, the Department engaged with other state 
regulators and NASAA, an organization of state 
securities regulators, in determining what 
modifications to propose. 

With respect to the additional requirement for Vermont 
registered and domiciled investment advisers with 
custody or discretionary control of client funds to 
maintain errors and omissions insurance, the Department 
surveyed Vermont-registered investment advisers about 
their current insurance coverage to understand the 
impact of the additional requirement on investment 
advisers. The Department shared draft changes to the 

Revised January 10, 2023 page 1 



Public Input 

applicable section of the Rule with Vermont-registered 

investment advisers. 

Once filed, the Department intends to share the 

proposed Rule other state securities regulators for 

review and comment through NASAA. 

Once filed, the Department also intends to share the 

proposed Rule directly with local law firms that 

represent clients in Securities related matters to 

ensure an opportunity to review and comment on any 

updates in the proposed Rule. The Department also plans 

to inform all Vermont-registered investment advisors 

and Vermont-registered and domiciled broker-dealers of 

the availability of the rule for public comment. 

Additionally, the Department hosts a conference in the 

fall that will occur during the public comment period 

for Vermont-registered investment advisers, and the 

Department plans to share and discuss revisions to the 

Rule at that conference. 

In addition to the steps above and posting the rule 

revisions on the Department's website and the other APA 

required steps, the Department plans to hold a public 

hearing on the revisions to the rule. 

4. BEYOND GENERAL ADVERTISEMENTS, PLEASE LIST THE PEOPLE AND 
ORGArTIZATIONS THAT HAVE BEEN OR WILL BE INVOLVED 1N THE 
DEVELOPMENT OF THE PROPOSED RULE: 

Local law firms that represent issuers of securities; 

Vermont-registered investment advisers; 

Vermont-registered and domiciled broker-dealers; and. 

Other state securities regulators through NASAA. 
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Administrative Procedures 
Incorporation by Reference 

Incorporation by Reference 

THIS FORM IS ONLY REQUIRED WHEN INCORPORATING MATERIALS 
BY REFERENCE. PLEASE REMOVE PRIOR TO DELIVERY IF IT 

DOES NOT APPLY TO THIS RULE FILING: 

Tnstructi~ns: 

In completing the incorporation by reference statement, an agency describes any 
materials that are incorporated into the rule by reference and how to obtain copies. 

This form is only required when a rule incorporates materials by referencing another 
source without reproducing the text within the rule itself (e.g., federal or national 
standards, or regulations). 

Incorporated materials will be maintained and available for inspection by the Agency. 

1. TITLE OF RULE FILING: 

Vermont Securities Regulations 

2. ADOPTING AGENCY: 

Department of Financial Regulation 

3. DESCRIPTIONDESCRIBE THE MATERIALS INCORPORATED BYREFERENCE~: 

The Rule incorporates by reference several provisions 

of Vermont law, federal securities laws, regulations, 

and forms, FINRA rules and NASAA policy statements. The 

only changes being made to material incorporated by 

reference are the addition of federal Regulation Best 

Interest (17 C.F.R. ~ 240.151-1) NASAA Statement of 

Policy Regarding Debt Securities, NASA.A Statement of 

Policy Regarding Real Estate Investment Trusts, and 

NASAA Resolution Declaring Blank Check Blind Pool 

Offerings to be Fraudulent Practices. 

4. FORMAL CITATION OF MATERIALS INCORPORATED BY REFERENCE: 
Federal Regulation Best Interest, 17 C.F.R. ~ 240.151-

l; NASA.A Statement of Policy Regarding Debt Securities, 

NASAA Statement of Policy Regarding Real Estate 
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Administrative Procedures 
Incorporation by Reference 

Investment Trusts, and NASAA Resolution Declaring Blank 

Check Blind Pool Offerings to be Fraudulent Practices. 

S . OBTAINING COPIES : EXPLAIN WHERE THE P UBLIC MAY OBTAIN THE MATERIAL ~S~ IN 

WRITTEN OR ELECTRONIC FORM, AND AT WHAT COST 

The statutes, regulations, forms, rules, and policies 

are publicly available online at no cost. 

C. MODIFICATIONSPLEASE EXPLAINANYMODIFICATION TO THE INCORPORATED 

MATERIALS E. G., WHETHER ONLY PART OF THE MATERIAL IS ADOPTED AND IF SO, WHICH 

PART~S~ARE MODIFIED 

None. 

Run Spell Check 
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~~ VERMONT 

State of Vermont 
Department of Financial Regulation 
89 Main Street 
Montpelier, VT o562o-3ioi 

February 20, 2026 

For consumer assistance: 
[Banking] 888-568-4547 
[Insurance] 800-964- i~84 
[Securities] 8'7'7-550-3907 
www.dfr.vermont.gov 

Re: Public Comments and Responsiveness Summary for Dept. of Financial Regulation 
Securities Regulation, 25P038 

The Department of Financial Regulation ("Department" or "DFR") is proposing a revision 
to the Vermont Securities Regulations. DFR made the proposed rule filing with the Secretary of 
State on October 22, 2025, and the filing was posted October 29, 2025. DFR held public comment 
hearings for the rule on December 1, 2025, and December 29, 2025. DFR continued to accept any 
public comment through January 8, 2026. 

DFR received six public comments on the rule. Comments were received from: the 
Financial Services Institute ("FSI"), the Securities Industry and Financial Markets Association 
("SIFMA"), Alec Long, the Institute for Portfolio Alternatives ("IPA"), the Insured Retirement 
Institute ("IRI"), and the Public Investors Advocate Bar Association ("PIABA"). 

The Department's responses to comments received are below. Where the Deparhnent is 
making changes to the proposed rule, copied sections of the rule marked to show those changes are 
included in this letter.l

V.S.R. ~ 7-S(d)(3)(B) requirement for E&O insurance for IAs with discretion or custody over client 
funds. 

Two commentors provided comments on the new requirement for Vermont investment 
advisers with custody or discretionary control over client funds to carry errors and omissions 
insurance with a minimum of one million dollars of aggregate coverage. One commentor wrote in 
opposition, the other wrote in support. Commentor Alec Long wrote that firms can voluntarily 
elect to carry errors and omissions insurance and investors can choose to work with firms that do 
carry the insurance, and also that the requirement would place a considerable financial burden on 
many firms, particularly smaller firms, likely increase the cost of errors and omissions insurance 
for firms, and increase the potential for frivolous litigation. Commentor Alec Long asked the 
Department instead to have a requirement that firms disclose whether they have errors and 
omissions insurance. 

The Department also made typographical and formatting corrections in the proposed rule, which are not noted in 
this letter. 

Banking Insurance Captive Insurance Securities 
Sot-828-330 Sot-828-33oz 802-828-3go4 802-828-3420 



Commentor PIABA supported- the Department's requirement for errors and omissions 
insurance to address the problem of unpaid arbitration awards that leave investors that are harmed 
by athinly-capitalized investment adviser without a practical remedy. Commentor PIABA writes 
that the requirement ensures recoverability by reducing unpaid arbitration awards, enforces 
discipline for investment advisers to implement compliance programs, is commonplace and 
feasible, noting that major custodians like Schwab and Fidelity have insurance requirements for 
firms that use their platforms and that Oregon and Oklahoma have also put in place insurance 
requirements for investment advisers, and is supported by the market. 

The Department reviewed the comments and decided not to make any changes to the errors 
and omissions insurance requirement for Vermont investment advisers that have custody or 
discretion of client funds. The Department concluded that the requirement is justified by the 
additional protection offered to investors from making sure that an investment adviser had 
sufficient liability coverage, either through insurance, assets, or surety bond, from which to pay, a 
judgment or arbitration award to an investor who had been harmed by misconduct. Based on the 
Department's survey of Vermont investment advisers, it is common for firms to maintain errors 
and omissions insurance. As commentor PIABA noted, two major custodians also require firms 
using their platforms to maintain errors and omissions insurance. The Department has express 
authority under 9 V.S.A. § 5411(e) to require investment advisers that have custody of or 
discretionary authority over funds or securities of a customer or client to obtain insurance. 

V.S.R. Chapter 10; Privacy of Consumer Financial Information 

Two commentors provided comments regarding the consumer financial information 
privacy requirements incorporated in the proposed rule as new Chapter 10. Commentor IRI wrote 
that the "opt-in" regime of Chapter 10, which requires firms to obtain an affirmative opt-in from 
their customers prior to disclosing nonpublic personal information, is an outlier and inconsistent 
with the "opt-out" regime under federal law in Gramm-Leach-Bliley Act ("GLBA") of 1999 and 
Regulation S-P (Privacy of Consumer Financial Information), 17 C.F.R. Part 248. The "opt-out" 
regime instead allows firms to share nonpublic personal information unless a customer has 
affirmatively opted .out. Commentor IRI asked the Department to align Chapter 10 with federal 
law or create a "safe harbor" provision that allows firms to satisfy the Vermont requirement if they 
meet the federal requirements under GLBA. 

Commentor SIFMA wrote that the "opt-in" requirement makes Vermont "the most 
restrictive state for data sharing and associated compliance burden" without addressing why an 
"opt-out" standard is insufficient. Commentor SIFMA also wrote that the definition of"consumer" 
in V.S.R. § 10-3(e) broadens the scope of Vermont's privacy requirements beyond the application 
of Regulation S-P or Regulation BI because V.S.R. § 10-3(e) includes an individual that "seeks to 
obtain" a financial product or service thus covering prospective customers. 

The privacy requirements addressed by the commentors were first implemented in Vermont 
by rule in 2001. The Vermont Department of Banking, Insurance, Securities and Health Care 
Administration, apredecessor to the Department,, promulgated the consumer financial privacy 
requirements, including the "opt-in" regime and definition of "consumer," in Regulation 5-2001-
01, effective in 2001. Those requirements continued in effect in accordance with Order in the 
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Matter of Applying Provisions of Certain Regulations, Bulletins, Policy Statements and Orders in 
Effect Prior to July 1, 2006 to the Vermont Uniform Securities Act, Docket 06-43-5 (July 7, 2006), 
E~ibit 5.1, and Order In the Matter of Repealing in Part and Retaining in Part Order 06-23-S 
Applying Provisions of Certain Regulations, Bulletins, Policy Statements and Orders in Effect 
Prior to July 1, 2006 to the Vermont Uniform Securities Act, Docket 16-01-S (June 1, 2016). The 
Department's view is that the privacy requirements are currently in effect. 

The Deparhnent also has an "opt-in" regime for banking and insurance entities under 
Department Rules B-2018-01 and IH-2001-01, both of which were also first promulgated in 2001. 
The Department reviewed and considered comments regarding the "opt-in" regime and concluded 
that additional compliance costs to firms was justified by the stronger protections afforded to 
consumers under an "opt=in" regime, and therefore declined to change its long-standing "opt-in" 
requirements. 

The Department reviewed and considered the comments around the definition of 
"consumer" that includes individuals seeking to obtain financial products or services and decided 
.not to make any changes to the current definition. The consumer privacy requirements differentiate 
and treat "consumers" differently from "customers." The latter are individuals that enter into a 
customer relationship with the firm. The Department believes that. individuals that provide 
nonpublic financial information to a firm when they are seeking, but ultimately do not obtain, 
financial products or services from that firm should still have some protection of their confidential 
information, .even though those individuals are not "customers" under the rule. While Regulation 
S-P defines "consumers" differently — without the inclusion of individuals that "seek[] to obtain" 
financial products or services — the first two examples of a consumer under Regulation S-P's 
definition are identical to the example in V.S.R. § 10-3(e): 

"(i) An individual is your consumer if he or she provides nonpublic personal 
information to you in connection with obtaining or seeking to obtain brokerage 
services or investment advisory services, whether or not you provide brokerage 
services to the individual or establish a continuing relationship with the individual.. 

(ii) An individual is not your consumer if he or she provides you only with his or 
her name, address, and general areas of investment interest in connection with a 
request for a prospectus, an investment adviser brochure, or other information about 
financial products or services." 

17 C.F.R. § 2483(g)(2). .After reviewing the comments, the Department decided not to make 
changes to the consumer financial privacy requirements. 

V.S.R. ~ 2-2(a)(14) Incorporation of Regulation Best Interest 

Three commentors wrote in support of the Department's. incorporation by reference of SEC 
Regulation Best Interest, 17 C.F.R. § 240.151-1, in V.S:R. § 2-2(a)(14). The commentors generally 
supported the incorporation of an existing standard that aligned with federal regulations. The 
Department reviewed the comments and did not make any changes to the incorporation by 
reference of Regulation Best Interest. 
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V.S.R. ~ 3-2(j) restrictions on use of the title "adviser" or "advisor" 

One commentor wrote in response to the proposed additional provision in V.S.R. § 3-2(j) 
that explicitly prohibited the use of the title "adviser" by abroker-dealer or agent unless that broker-
dealer or agent was licensed as an investment adviser or investment adviser representative. 
Commentor SIFMA wrote that the prohibition was narrower than what was permitted under 
Regulation Best Interest because the prohibition does not permit individuals who are supervised 
persons (i.e., employees) of an investment advisor to use the title "advisor" or "adviser." The 
Department reviewed and considered the comments, and also considered the disclosure obligation 
under Regulation Best Interest and the approach of other states. The Department is not adopting 
SIFMA's position, but based on the Department's review of the protections offered under the 
disclosure obligation of Regulation Best Interest, the Department decided to remove proposed 
V.S.R. § 3-2(j) from this revision of the rule. The change is noted below, with conforming changes 
to the section numbers in V.S.R. § 3-2. 

r. 
t 

(leis Prohibited Conduct. The use of a senior specific certification or designation. 
(1) Abroker-dealer or agent must not use a senior specific certification or designation in 
connection v~ath ti c offer, sale, or purchaso of securities, or the provision of ad~~ic~ as to 

42 

V.S.R. ~ 8-3 Protection of Vulnerable Adults from Financial Exploitation 

Three commentors wrote in regard to V.S.R. § 8-3, which provides protections for "eligible 
adults," which is defined as an individual sixty-five years of age or older, or an individual over 
eighteen years of age that has a mental or physical impairment that renders the individual unable 
to protect his or her own interests. The commentors generally asked the Department to expand the 
protections afforded under the rule for eligible adults. Commentor SIFMA, FSI, and IRI wrote in 
support of expanding the scope of V.S.R. § 8-3(e). Currently that section allows an investment 
adviser or broker-dealer to delay a disbursement to an eligible adult if fraud or abuse is suspected. 
Commentors SIFMA and FSI asked the Department to allow a firm to also delay a transaction if 
fraud or abuse is suspected because of situations where failing to place a hold on a transaction 
could substantially damage the eligible adult. For example, a transaction that involved the sale of 
securities could have tax consequences or a loss of additional gains from the securities that could 
not be reversed. Commenters noted that FINRA Rule 2165 and a majoriTy of states allow for a 
hold on both transactions and disbursements. 

Commenter SIFMA also asked the Department to incorporate into V.S.R. § 8-.3 an ability 
for firms to contact third parties that are "reasonably associated" with an eligible adult in cases 
where abuse is suspected. This ability provides greater protections to eligible adults incases where 
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the eligible adult does not have a designated.third party with the firm, or if the firm suspects the 
designated third party of exploitation. Commentor SIFMA notes twenty-one states that have 
adopted similar protections. 

Lastly, commentors SIFMA and FSI asked the Department to allow delays placed on 
disbursement or transaction to be extended for fifty-five business days, an increase from the current 
twenty-five business days allowed under V.S.R. § 8-3(e)(2)(B). The additional time allows the 
suspected abuse or exploitation to be investigated, and aligns with the total amount of time allowed 
under FINRA Rule 21b5 for a delay on the disbursement or transaction. 

The Department reviewed and considered the comments along with other state laws and 
decided to update V.S.R. § 8-3 of its proposed rule to (1) expand the scope of delays placed by 
investment advisers or broker dealers to include both disbursements and transactions where abuse 
of an eligible adult is suspected, (2) incorporate an ability for investment advisers or broker dealers 
to contact a "reasonably associated" third party when abuse is suspected, and (3) to extend the total 
time for abroker-dealer or investment adviser to delay a disbursement or transaction by an 
additional forty business days from the expiration of the first period of delay instead of from the 
date the transaction or disbursement was originally delayed (extending the total time from twenty-
five business days to fifty-five business days, which matches the total of fifty-five business days 
that FINRA Rule 2165(b) allows for a hold on a transaction or disbursement). Under the 
Department's rule, a delay can be terminated earlier by the Department, Adult Protective Services 
in the Vermont Department of Disabilities, Aging & Independent Living, or a court. The delay 
can also be extended beyond fifty-five business days by court order. 

The Department believes each of these changes increases the protections for eligible adults 
and does not place any material additional compliance burden on investment advisers or broker 
dealers. The changes bring the Department's rule more in line with protections offered-for eligible 
adults by the FINRA rule and many other states' laws. The changes are shown below: 

V.SR § 8-3. Protection of Vulnerable Adults from Financial E~loitation. 

(a) Governmental Disclosures. If a qualified indii-idual reasonably belie~-es that financial 
exploitation of an eligible adult may have occurred, may ha~-e been attempted, or is being 
attempted, the qualified indi~-idual must promptly notify the comutissioner and Adult 
Protective Sen-ices in the Vermont Department of Disabilities, Aging & Independent Li~-utg 
(collecti~-ely "the agencies'. 

135 
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(b) Immunit}- for Go1•ernmental Disclosures. A qualified indi~•idual ~tho in good faith and 
exercising reasonable care makes a disclosure of information pursuant to subsection (a) abore 
is immune from administrati~-e or ci~-il enforcement be the Department that might othenrise 
arise from such disclosure or from an}~ failure to notifi• the customs of the disclosure. 

(c) Third-Parts• Disclosures. If a qualified indi~-ideal reasonably belie~•es that financial 
exploitation of an eligible adult ma}• ha~•e occurrcd, ma}' ha~•~ been attempted, or is being 
attempted, the qualified indil-idual ma}• notif}~ any third pam~ pre~•iousl}~ designated b~~ the 
eligible adult and anS~ third pazri~ reasonably associated with the eligible adult. Disclosure 
may not be made to an}- desisnated third party or any third party reasonably associated with 
the eligible adult ~vho is suspected of financial exploitation or other abuse or exploitation of 
the eligible adult. 

(d) Immunity for Third-Part}' Disclosures. A qualified indi~-idual n-ho, in good faith and 
exercising reasonable care, complies Hash subsection (c) abot-e is immune from any 
administratil-e or ciril enforcement b}• the Department that might othrnt-ise azise from such 
disclosure. 

(e) Dela}ping Transactions and Disbursements. 

(1) Abroker-dealer or in~-estment ad1-isa ma}~ dela}• a disbursement fr~n or a 
transaction in an account of an ~ligiblt adult or an account on «-hich an eligible adult is a 

beneficiary if: 

(A) The broker-dealer, in~•estment ad~-iser, or qualified indi~•idual reasonabl`~ 
belie~•es, after initiating an internal re~•ie~c of the requested disbursement and 
the suspected financial exploitation; that the requested disbursement or 
transaction ma}• result in financial exploitation of the eligible adult; and 

(B) The broker-dealer or in~-esunent ad~•iser: 

(i) Immediat~l~•, and in no e~•ent more than rn•o business da}~s aRer the 
requested disbursement or transaction, pro~•ides «7itten notification of the 
delay and the reason for the delay to all parties authorized to transact 
business on the ?rrniint, mess anz• such part}• is reasonably belie~•ed to 
bare engaged in suspected or attempted financial exploitation of the 
eligible multi 

(u) Imzuediately, and in no e~•ent more than ri~•o business daps after the 
requested disbursement or transaction, notifies the agencies; and 

(ui) Continues its internal re~-ie~~- of the suspected or attempted 
financial exploitation of the eligible adult, as necessar~~, and reports the 

i~6 
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in~•estigation's results to the agencies ~~7thin serer business days after the 
requested disbursanent or transaction. 

(2) An}' dela}~ of a disbursement or transaction as authorized by this section may 
continue only until the sooner of. 

(A) A determination b}' the broker-dealer or investment adt-iser that the 
disbursement or transaction «gill not result in financial exploitation of the 
eligible adult; or 

(B) Fifteen (15) business da}~s after the date on i;•hich the broker-dealer or 
int•estment ad~-iser first delati~ed disbursement of the funds or the transaction. 
unless either of the agencies requests that the broker-dealer or investment 
ad~•iser extend the delay, in «•hich case the delay may be extended an 
additional forty (40) business da}•s 

unless sooner terminated b}~ either of the agencies 
or an order of a court of competent jurisdiction. 

(3) A court of competent jurisdiction ma}• enter an order extending the delay of the 
transaction or disbursement of funds or ma}• order other protecti~•e relief based on the 
petition of the commissioner; Adult Protecti~-e Sen-ices, the broker-dealer or in~-estment 
adviser ~~~ho initiated the delay under this subsection, or other interested party. 

( fl Immunity for Delaying Transactions or Disbursements. Abroker-dealer or in~•estment ad~-iser 
~~~ho, in good faith and exercising rcasonabl~ caze, complies ti~-itii subsection (e) aboe•e is 
immune from any administrati~•e or ci~-il enforcement b}' the Department that might 
othern-ise arise from such delay in a transaction or disbursement in accordance tcith this 
section. 

V.S.R. ~ 2-4 Incorporation by reference of NASAA Statements of Policy, including Statement of 
Policy Regarding Real Estate Investment Trusts 

Three commentors wrote regarding the Department's incorporation by reference of the 
North American Securities Administrators Association (NASAA) Statements of Policy, including 
the NASAA Statement of Policy Regarding Real Estate Investment Trusts (REIT). In V.S.R. § 2-
4 of the current version of the rule, the NASAA Statements of Policy are incorporated by reference 
in their current versions "including subsequent amendments." 

Commentor FSI supported the incorporation by reference of the NASAA Statement of 
Policy Regarding REITs if the specific current version of the Statement of Policy was identified 
(i.e., "As Revised and Adopted May 7, 2007; Amended September 7, 2025; Effective January 1, 
2026."). Commentor IPA did not object to the incorporation by reference of NASAA Statement 
of Policy Regarding REITs, but Commentor IPA asked that only the current version be 
incorporated by reference and that future amendments not be automatically incorporated by 
reference. Commentor SIFMA did not comment on a specific NASAA Statement of Policy but 
asked that the rule be revised so that future amendments are not automatically incorporated by 
reference. The commentors wrote that automatically incorporating by reference future 
amendments deprives the public and industry of an opportunity to comment on whether an 
amendment to a Statement of Policy should be incorporated by reference, and deprives the 
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Department from making a decision about whether to incorporate by reference an amendment to a 
Statement of Policy. Commentors also wrote that there may be confusion regarding which 
NASAA Statement of Policy is incorporated by reference. 

The Department reviewed and considered the comments, and decided to keep V.S.R. § 2-4 
as it currently exists in the rule, which incorporates by reference the current versions of each 
NASAA Statement of Policy listed in the rule, and also incorporates by reference all subsequent 
amendments.to those Statements of Policy without further action needed by the Department. As 
drafted, V.S.R. § 2-4 incorporates each identified NASAA Statement of Policy as currently in 
effect. NASAA, which the Department is a member of, goes through a robust process of 
development, review, and comment for amendments to its Statement of Policy. If the Department 
decided it did not want to incorporate by reference a subsequent amendment to a Statement of 
Policy, the Department would have the ability through rulemaking to modify V.S.R. § 2-4 to not 
incorporate such amendment by~ reference. 

V.S.R. ~~' 1-2(k), (ww), (hhh) Definitions of Branch Office, Office of Supervisory Jurisdiction, and. 
Residential Supervisory Location 

Two commentors wrote in support of aligning the definitions of Broker-Dealer Branch 
Office, Office of Supervisory Jurisdiction, and Residential Supervisory Location in V.S.R. §§ 1-
2(k), (ww), and (hhh) with the applicable FINRA rules. Commentor SIFMA wrote that the changes 
allowed securities professionals to participate in FINRA's Residential Supervisory Location Rule, 
allowing flexibility for the locations where professionals engaged in supervisory functions work 
and allowing the industry to adapt to changing demands of its workforce. Commentor FSI also 
supported the alignment between the Vermont Securities Regulation and FINRA rule. The 
Department reviewed and considered the comments and did not make any further changes to those 
sections of the proposed rule. 

V.S.R. ~ 2-2(a)(23) Incorporation by Reference of SEC Marketing Rule 

Commentor FSI wrote in support of the incorporation by reference of the SEC Investment 
Adviser Marketing Rule in V.S.R. § 2-2(a)(23). The Department reviewed and considered the 
comment and did not make any further changes to the incorporation by reference of the SEC 
Marketing Rule. 

V.S.R. ~ 7-1(c)(4) Examination Validity Requirements 

Commentor FSI wrote in support of the extension of time for examination results to be 
valid for investment advisers under certain circumstances in V.S.R. § 7-1(c)(4). The revisions in 
the rule align with updates to the NASAA model rules for investment adviser examination 
requirements. The Department reviewed and considered the comment and did not make any 
further changes to V.S.R. .§ 7-1(c)(4). 

~;~ 



Sincerely, 

Russ McCracken 
Assistant General Counsel 
Department of Financial Regulation 
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sifma~ 
Ingested in Ar urfca 

January 8, 2025 

Russ McCxaken 
Assistant General Counsel 
Department of Financial Regulation 
89 Main Street 
Montpelier, Vermont 05620 
Russ.mccraken c~~-ermont:~o~ 

RE: SIFMA Comments on Proposed Changes to Vermont Securities Kegulation.r (No. S-2016-01~. 

The Securities Industry and Financial Markets Association (SIFMA)' is a national trade association 
representing over 3501arge, medium and small broker-dealers, investment banks and asset managers, 
many of whom have a strong presence in Vermont.2 In fact, almost 8,500 people in the state work 
in the finance and insurance industries, over 1,000 of them work at securities firms, and three 
broker-dealer main offices call Vermont home. 

SIFMA appreciates the opportunity to comment on the Vermont Department of Financial 
Regulation's latest rulemaking proposal. We also very much appreciate the Departrnent for granting 
SIFMA's request to extend the comment period deadline. The extension provided much needed 
time to solicit member feedback to offer the comments included herein. Specifically, SIFMA writes 
to express our strong support for the provisions that would incorporate Regulation Best Interest 
(Reg BI) by reference, exempt Residential Supervisory Locations (RSLs) from the definition of 
branch office; and recognize and incorporate the Financial Industry Regulatory Authority's 
(FINRA's~ Remote Inspections Pilot Program. We also raise concerns about the Department's 
proposed adoption of NASAA Statement of Policy by Reference without referencing a date, 
regulation of professional tides and the inclusion of provisions related to privacy of consumer 
information. Finally, SIFMA recommends fuYthex revisions to the regulation related to senior 
inves~ox protection. 

1 SIFI~1?~ is the leading trade association for broker-dealers, investment banks and asset managers operating in the U.S. 
and global capital markets. On behalf of our industry's nearly 1 million employees, we advocate for legislation, 
regulation and business policy, affecting retail and institutional investors, equity and fixed income markets and related 
products and services. . We serve as an industry coordinating body to promote fair and orderly markets, informed 
regulatory compliance, and efficient m~ket operations and resiliency. We also provide a forum for industry policy and 
professional development. SIFD1.~, with offices in New Fork and Washington, D.C., is the regional member of the 
Global Financial Markets association. 
' See SIFD~, State-By-State: Capital l~larkets in the U.S. htt~s://statessifma.org/#state/vt. 
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Incorporation of Regulation Best Interest by Reference 

As you well know, Reg BI3 was adopted by the United States Securities and Exchange Commission 
(SEC) in 2019. Reg BI.created a nationwide, heightened standard of conduct for broker-dealers 
(BDs) and their representatives and updated and enhanced requirements for investment advisers 
(mss). 

Under Reg BI, a BD making a personalized recommendation to a retail customer in a brokerage 
account must act in the client's best interest without placing its financial or other interests ahead of 
the client's interest. V.S.R. ~ 2-2(14) incorporates Reg BI by reference, thus adopting the standard 
in its entirety. Incorporation of this standard of conduct ensures that retail customers in Vermont 
get the protection and benefits of this heightened standard, while also giving the Securities Division 
additional authority to address situations where a BD or its representative falls short of this 
standard. We particularly appreciate that the language incorporates an existing. national standard. 
With many BDs and their representatives doing business in multiple states, a single uniform 
standard provides consistency, makes compliance efforts more efficient, and ensures client choice. 

We thank you for updating your nzles in this manner, and we encourage other states to follow your 
example. 

II. Incorporating and Recognizing FINRA's Residential Supervisory Location Rule 

FINRA adopted a Residential Supervisory Location (RSL) Rule that became effective in June, 2025.5
Under the Rule, securities professionals engaged in supervisory functions can have theiY private 
residence designated as anon-branch location provided certain eligibility requirements and other 
criteria are satisfied. Firms are then required to inspect these private residences on a periodic basis. 

V.S.R: ~ 1-2(k) redefines "broker-dealer branch office" to mean branch office as used in FINRA 
Rule 3110. Further, V.S.R. ~ 1-2 (ww) defines "Office of Supervisory Jurisdiction" to align with 
FINRA Rule 3110. These definitions are further amended to strike out the language that would 
prohibit firths in Vermont from participating in the FINRA rule. In further alignment with FINRA 
Rule 3110, V.S.R. ~ 3-1(a~(3~ is amended to allow BDs to supervise employees in accordance with 
the FINRA rule. 

SIFMA strongly supports .both the FINRA Rule and the proposed regulation. Both rules will enable 
securities professionals engaged in supervisory functions to work from home under certain 
circumstances, giving them the flexibility that the people they supervise have long enjoyed and 

3 See htt~s://~v~v~v.ecfr.go~•/current/ude-1 i /chapter-II/dart-240/subpart-_~/subject-group-
ECFR4-4~c3e~8c~}1 cdb /section-?40.151-1 

4 BDs and their representatives must, among other things: (1) disclose all material facts about the scope and terms of the 
relationship and all material facts relating to conflicts of interest; (2) exercise diligence, care and skill, including 
understanding the risks, rewards and costs associated with a recommendation; (3) disclose mitigate ox elinunate conflicts 
of interest associated with the recommendation; (4) establish robust policies and procedures to achieve compliance with 
Reg BI in its entirety; and (5) consider reasonably available alternatives approved for sale though their firm based on 
information reasonably known to the relevant associated person after exercising reasonably diligent search strategies. 

5 SeeFINRr1 Rule 3110.19, Residential Supervisory Location, htt~s://w~~v.finra.org/rules-guidance/key 
topics /residential-su~ervisoi~--locations. 
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allowing the industry to adopt to the changing demands of the workforce. This flexibility will help 
BDs maintain qualified talent in essential positions, without sacrificing compliance, security, or 
investor protection. 

III. Adoption of NASAA Statement of Policy by Reference 

V.S.R. ~ 2-4 (f~ proposes to adopt several NASAA Statements of Policy by reference. Specifically, 
the Proposal incorporates: 

• NASAA's Statement of Policy Regarding Debt Securities, 

• NASAA's Statement of Policy Regarding Real Estate Investment Trusts; and 

• NASAA's Resolution Declaring Blank Check Blind Pool Offerings to be Fraudulent 
Practices. 

These statements are added to other statements of policy that have been incorporated by reference 
including policy related to church bonds, church extension fund securities, Policy regarding 
Dishonest or Unethical Business Practices by Broker-Dealers and Agents in Connection with 
Investment Company Shares; and policy Regarding the Small Company Offering Registration 
(SCOR). 

None of the statements of policies are adopted with a reference to the date that they were adopted 
by NASAA. This could mean that Vermont regulations will automatically update to the latest 
version of the policy adopted by NASAA, denying the Department the ability to determine whether 
the statement is appropriate for both licensed entities and Vermont investors. SIFMA does not 
have any particular concern about the statements of policy that are being adopted by reference. 
However, SIFMA is concerned that adoption of these policies without a date could have negative 
consequence of limiting public comment from industry. As such, we urge Vermont to include 
specific references to applicable version of the statements of policy, so there is not a 
misunderstanding about the operative standard. 

IV. Titling Provisions Conflict with Reg BI 

V.S.R. ~ 3-2(j) adds a new section to unethical and fraudulent conduct rules to include the use of 
certain professional titles, namely the use of any variant of the terms "adviser" or "advisor" without 
licensure as either an investment adviser or an investment adviser representative. This provision is 
narrower than Reg BI, which also permits individuals who are supervised persons (i.e., employees) 
of an investrnent advisor to use the title "advisor" or "adviser." The Proposal would require 
financial advisors who do not have an advisory license to use a different tide, in conflict with both 
Reg BI and this Proposal which as noted above adds Reg BI to the list of statues that are 
incorporated by reference. 
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To avoid a conflict, Vermont should clarify that associated persons of abroker-dealer who axe 
supervised person (i.e. employees) of an investment advisor may use the title "advisor" or "adviser." 
In addition, Vermont should clarify that the final clause of the titling provision (i.e., "unless 
otherwise permitted by law") specifically includes Reg BI and recognizes that Reg BI permits 
associated persons of a broker-dealer who are supervised persons of an investment advisor to use 
these titles. 

V. Privacy Requirements 

V.S.R. ~ 10-1 et seq. seeks to unpose privacy requirements that were, up until this proposed 
regulation, only applicable to BD in the forth of an order, but had not been incorporated as 
regulations as required by the Vermont Administrative Procedure Act (Chapter 25 of Title 3 of 
Vermont Statutes Annotated). 

Securities fiYms take the protection of their customer's personal information very seriously, both as a 
business practice and a legal obligation. Firms have been subject to federal consumer data privacy 
standards since 1999 when Congress enacted the Gramm-Leach-Bliley Act (GLBA). This law has 
been expanded on by the SEC through the adoption of Regulation of S-P in 2000 and updated in 
2024. GLBA and Regulation S-P were carefully crafted to strike a balance between consumer's 
privacy interests, the need for information to complete financial transactions with robust privacy and 
data security standards and the need to comply with anti-fraud, money laundering and illicit 
financing requirements. Financial institutions are prohibited from disclosing information relating to 
a consumer to a nonaffiliated third party unless the customer is provided with notice and an 
opportunity to opt-out of such disclosure and does not opt-out or an exception applies permitting 
the disclosure. 

The key distinction between the proposed regulations, GLBA and Regulation S-P is that under 
GLBA and Regulation S-P, customers must "opt-out" of a covered entity sharing information with 
nonaffiliated third party. The opt-out structure provides consumers and entities with a balanced 
approach that recognizes that customer information demands greater protection, the customer can 
and should be in control over how that information is shared. This standard gives customers much 
greater control of their infoYmation than they have when dealing with non-financial businesses, who 
are not required to offer customers the option of opting out of data sharing, let alone be subject to 
oversight of their opt-out practices. Further, adoption of this higher standard enshrines in 
regulation a privacy rule that makes Vermont the most restrictive state for data sharing and 
associated compliance burden, without offering any justification that an opt-out standard fails to 
protect investor privacy. 

In addition, V.S.R. ~ 10-3(e) defines conrumeras an individual that "seeks to obtain," or has obtained 
a financial product or services. In effect, this definition applies the privacy requirements to 
pYospecrive customers. This definition and its applicability to prospective customers is contrary to 
both the Reg BI' and Reg S-P. Specifically, Reg BI defines a retail customer as a natural person, or 
the legal representative of a natural person that receivers recommendation, while Reg S-P applies to 
individuals with whom the covered institution has a customer relationship. 

6 htt~: / /~~~;-~esec.gov/newsroom/dress-releases /'024-58. 
~ Reg. BI, 17 § C.F.R. 240.151-1(b)(1). 
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VI. Vulnerable adults 

While not addressed in the current proposal, V.S.R. ~ 8-3 implements FINR.A Rule 2165 by allowing 
firms to delay disbursements when financial exploitation is suspected. Through this rulemaking, 
Vermont has the opportunity to provide. greater protection for seniors and other vulnerable adults. 
SIFMA urges the department to work with the legislature to enshrine the requirements in statues. 
However, in lieu of a statutory change, SIFMA recommends the following enhancement to make 
sure that Vermonters have the most impactful protections available. 

Expanding Investor Protections b~ Allowing Holds on Transactions. As currently written 
V.S.R. 8-3(e) allows abroker-dealer (BD) or investment adviser (IA) to delay a disbursement 
from an account of an older or vulnerable person when financial exploitation is suspected. This 
is certainly helpful as it prevents a client's assets from leaving the account while the suspicious 
behavior is being investigated. However, revising the regulation to permit holds on transactions
as well as disbursements would provide substantial added protection. 

There are various scenarios in which failing to place a hold on a suspicious transaction could 
cause substantial damage to the senior or vulnerable account holder. For example, the current 
proposal would not allow abroker-dealer or investment adviser ~vho suspected financial 
exploitation to delay changes in account ownership, changes in beneficiaries, or the purchasing 
of an investment product for the benefit of the suspected wrongdoer. In addirion, it would not 
protect against a wrongdoer who wanted to exploit a senior into liquidating along-held stock or 
terminating an annuity; such actions, however, would result in significant cost, penalties or tax 
consequences - even before a disbursement request is received. 

Expand Investor Protection Through Broader Third-Party Contact Provisions and Avoid 
Clashes with Federal Privacy Law. Currently, under FINRA rules, federal law$ and contract law, 
firm personnel can reach out to persons designated by the client to help protect client assets and 
respond to possible financial exploitation. At least 21 states also permit firm personnel to reach 
out to third parries "reasonably associated" with the senior or vulnerable adult when financial 
exploitation is suspected. We believe this additional language enhances investor protection, 
particularly in those instances where either no third party has been designated or — notably - the 
designated third party is the person suspected of financial exploitation. We encourage you to 
incorporate this broader concept into your regulations by expressly stating that firms can reach 
out to anv third~ar~,permitted under state or federal laav or regulation or the rules of a .re~ regulatory 
arQani~atian. 

$ Fox example, Section 502(3) of the federal Giamm-Leach-Bliley pct permits firms to reach out to a non-

affiliated party for several reasons, including to protect a customer from actual or potential fraud or to protect the 
confidentiality or security of the financial institutions' records pertaining to a consumer. 

~ These states are Alabama, r~rizona, r'~rkansas, Colorado, Hawaii, Idaho, Kansas, Kentucky, Michigan, Minnesota, 
Mississippi, Missouri, New Jersey, New Me~co, North Dakota, Oklahoma, South Carolina, Texas, Utah, West Virginia & 
Wyoming 

Page 5 of 6 



Protect Investors Through a Flexible Extension b~ the Division. The Vermont regulation 
currently allows for a hold to expire after a determination that the disbursement will not result in 
exploitation; or 15 business days unless the agencies request an extension, in which case the hold 
expires 25 business days after the hold was initially placed. However, most situations involving 
suspected exploitation take longer than 25 days to xesolve.10 Further, requiring a court to extend 
the hold can be time-consuming and costly, and it places unnecessary strain on under-resourced 
court systems. SIFMA supports a flexible extension designed to allow time for a state agency, 
such as Adult Protective Services or the Department, to perform necessary investigations. 

FINRA Rule 2165, as revised, now provides firms with the ability to extend a hold for an 
additiona130 days, for a total of 55 days, conditional on a report being made to the appropriate 
state agency or regulator." We likewise support this language and expressed our support in our 
comment letter to FINRA. 

Thank you again for the opportunity to comment on the proposed rulemaking. If you have any 
questions or would like to fiuther discuss these issues, please contact Andrew Guggenheim at 
(202)962-7444 or ~a~~~eenheimCc~sifma.org. 

Sincerely, 

.:~~ 

Andrew D. Guggenheim 
Managing Director & Associate General Counsel 
SIFMA 

~0 The National r~dult Protective Serves 1~ssociation (NAPSr~) said the average investigation into senior financial 
exploitation takes 52.6 days to conclude. In addition, in its Proposed _lmendments to FI\R~ Rule 3165 and Retrospective 
Rule Re~~iew Report FINR~ reported in a 2019 survey that more than 50% of respondents (firms) stated that they had 
been unable to resolve an investigation of suspected financial exploitation within the 25-business day period because the 
matter was being reviewed by a state agency or a court. FINRr1 reported that for matters that took longer than 25-business 
days to resolve, about 35% of survey respondents said that it took on average of 26-50 days to resolve and 59% said that 
it took on average 51 —100 days to resolve. 
11 Proposed _~mendmenrs to FINR~ Rule 3165 and Retros~ecrive Rule Review Report 
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FINANCIAL VOICE OFINDEPENDENT 

SERVICES 
FINANCIAL SERVICES 

FIRMS AND INDEPENDEM 

INSTITUTE FINANCIAL ADVISORS 

VIA ELECTRONIC MAIL 

January 8, 2026 

Russ McCraken 
Assistant General Counsel 
Department of Financial Regulation 
89 Main Street 
Montpelier, Vermont 05620 
Russ.mccraken(C~vermont.gov 

Re: Vermont Securities Regulations 

Dear Mr. McCracken: 

On October 22, 2025, the Vermont Department of Financial Regulation ("DFR") 
published its request for public comment on proposed changes and updates to its securities 
rules (the "Proposal"). The Proposal makes various updates and changes to the Vermont securities 
rules, including incorporating Regulation Best Interest ("Reg BI") by reference. 

The Financial Services Institute ("FSI") appreciates the opportunity to comment on this 
important proposal, consistent with our mission to preserve and advance access to independent 
financial advice for Main Street Americans. The proposed regulation appropriately reflects the 
importance of harmonizing state and federal securities rules. As more fully set out below, FSI 
applauds that focus and urges the Department to further harmonize the Proposal. 

Background on FSI Members 

FSI was founded in 2004 and is the only organization advocating on behalf of 
independent financial services firms and their affiliated independent financial advisors. 
FSI represents 1 30,000 advisors, through its member firms, across all 50 states, serving Main 
Street Americans with affordable, competent, and unbiased financial advice. The independent 
financial services community has been an important and active part of the lives of American 
investors for more than 50 years. In the US, there are more than 175,000 independent financial 
advisors, which account for approximately 60 percent of all producing registered 
representatives. These financial advisors are self-employed independent contractors, rather than 
employees of the Independent Broker-Dealers (IBD).2

FSI's IBD member firms provide business support to independent financial advisors in 
addition to supervising their business practices and arranging for the execution and clearing of 
customer transactions. Independent financial advisors are small-business owners and job creators 
with strong ties to their communities. These financial advisors provide comprehensive and 
affordable financial services that help millions of individuals, families, small businesses, 

1 Tiburon Strategic Advisors, Research on Independent Advisors (Dec. 1 8, 2024) (citing 1 52,200 in 2023). 
2 The use of the term "financial advisor" or "advisor" in this letter is a reference to an individual who is a registered 
representative of abroker-dealer, an investment adviser representative of a registered investment adviser, or a dual 
registrant. 

888 373-1840 ~ 1 201 Pennsylvania Ave. NW ~ Suite 700 ~ Washington, D.C. 20004 ~ financialservices.org 
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associations, organizations, and retirement plans. Their services include financial education, 
planning, implementation, and investment monitoring. Due to their unique business model, FSI 
member firms and their affiliated financial advisors are especially well positioned to provide 
Main Street Americans with the affordable financial advice, products, and services necessary to 
achieve their investment goals. 

FSI members make substantial contributions to our nation's economy. According to Oxford 
Economics, FSI members nationwide generate $35.7 billion in economic activity.3 This activity, in 
turn, supports 408,743 jobs including direct employees, those employed in the FSI supply chain, 
and those supported in the broader economy. In addition, FSI members contribute nearly $7.2 
billion annually to federal, state, and local government taxes.3

Discussion 

FSI appreciates the opportunity to comment on the Proposal. As more fully set out below, 
FSI appreciates the DFR's efforts to harmonize with federal law and urges additional 
harmonization in the report and hold rule. Finally, we applaud the inclusion of the Exam Validity 
Extension Program rules and call for an additional clarification. 

I. The Proposal Appropriately Harmonizes with Federal Law But Should Go Further 

A. The Proposal Reflects Admirable Harmonization Efforts 

FSI appreciates the several ways in which this proposal harmonizes Vermont and federal 
requirements. In particular, FSI appreciates that the rules incorporate Reg BI by reference. 
Incorporating Reg BI by reference is the cleanest, simplest, and most effective way to ensure that 
broker-dealers are subject to one meaningful conduct standard nationwide. This harmonization 
simplifies compliance and ensures that investors receive the same protections offered under the 
federal regulatory standards. 

FSI also appreciates the other instances of harmonization in the proposal, including 
incorporating the office of supervisory jurisdiction and branch office definitions from FINRA Rule 
31 10 and incorporating the SEC Marketing Rule by reference. As you know, the SEC Marketing 
Rule modernized endorsement and testimonial rules, and we applaud DFR for ensuring that all 
registered investment advisers are subject to the same marketing standards. 

B. Report and Hold Harmonization Would Improve the Proposal 

DFR should modify the Proposal to harmonize with the federal and state consensus on 
report and hold obligations. We appreciate that Vermont was one of the first states to implement 
report and hold language when it incorporated the NASAA Model Act to Protect Vulnerable 
Adults into its rules. Almost a decade later, both FINRA Rule 2165, as well as the majority 
of state report and hold laws, allow both disbursements and transactions to be delayed. Allowing 
transaction holds is important because, where a firm receives a disbursement request (1) 
that requires liquidation of securities and (2) that the firm reasonably believes would result in 
financial exploitation, the transaction hold allows firms not to execute the sell order that could 
have. tax consequences or mpy cause a victim to miss out on additional gains. Some firms have 

3 Oxford Economics for the Financial Services Institute, The Economic Impact of FSI's Members (2020) 
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used this authority to put a hold on an address change to ensure that the new address is not an 
abuser's address. These transaction holds serve investor protection. 

In addition to amending the Proposal to add transactions, DFR should also amend the 
Proposal to mirror the FINRA Rule 21 65 timeline. As you know, FINRA now allows a member to 
hold a disbursement or transaction for up to 55 business days so long as the firm has notified 
the state securities administrator. This lengthened timeframe resulted from the experience of 
firms, Adult Protective Services ("APS"), and state securities regulators needing more than 25 
business days to reach investigative conclusions. DFR's timeframe should mirror the timeline in the 
FINRA rule. 

II. Another Aspect of the Rule Requires Clarification 

A. A Specific REIT Statement of Policy Should Be Incorporated 

Continuing in the vein of harmonization, we appreciate DFR incorporating the NASAA REIT 
Statement of Policy ("SOP") Regarding Real Estate Investment Trusts. However, confusion could be 
avoided by referencing the specific version of the SOP so that it is clear which version is being 
incorporated. This also ensures that investors and industry alike have an opportunity to comment 
on whether future versions of the SOP should be adopted by DFR and effective in Vermont. FSI 
would support the incorporation by reference were it amended to add, "As Revised and Adopted 
May 7, 2007; Amended September 7, 2025; Effective January 1, 2026." 

B. We Applaud the Incorporation of the EVEP Program 

We applaud DFR for incorporating the Exam Validity Extension Program rules into its 
rulebook. These rules allow advisors to be out of the industry for up to five years so long as 
they comply with certain Continuing Education requirements. In the twenty-first century, there is an 
increasing appreciation of the importance of a diverse workforce that enjoys balance between 
work and home life. These rules, which allow a financial advisor to, for example, spend time 
raising children or caring for an ailing parent, are an important part of offering that balance to 
financial advisors and firm executives. 

Conclusion 

We are committed to constructive engagement in the regulatory process and welcome the 
opportunity to work with the Vermont DFR on this and other important regulatory efforts. 

Thank you for considering FSI's comments. Should you have any questions, please contact 
me at (202) 393-0022. 

Respectfully submitted, 

Andrew M. Hartnett 
Vice President & Deputy General Counsel 
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cc: Amanda Smith, Securities Deputy Commissioner, Vermont DFR 
David Bellaire, Executive Vice President & General Counsel, FSI 
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Electronically Submitted to russ.mccracken@vermont.gov 

January 8, 2026 

Russ McCracken 

Assistant General Counsel 

Vermont Department of Financial Regulation 

89 Main Street ~ Montpelier, VT 05620 

Re: Proposed Rule: DFR Regulation Number: 5-2016-01 Vermont Securities 

Regulations 

Dear Mr. McCracken: 

On behalf of our members, the Insured Retirement Institute (IRI)1 writes to share comments on 

the proposed amendments to the Vermont Securities Regulations (the "Proposal"). We 

appreciate the Department granting an extension to allow for adequate time to review the 

Proposal as there were several important changes. As such, we would like to share general 

comments on the key areas that impact our members: 

1) There are significant concerns with the new Chapter 10: Privacy of Consumer Financial 

Information, as it imposes an "opt-in" regime, which currently conflicts with current 

requirements under federal law. 

Our members are currently required to comply with federal privacy requirements, such 

as those under the Gramm-Leach-Bliley Act ("GLBA") of 1999 and Regulation S-P (Privacy 

of Consumer Financial Information), 17 C.F.R. Part 248. Those requirements currently 

allow financial institutions to disclose nonpublic personal information about a consumer 

unless a consumer has opted out of the disclosure. We believe an "opt-out" approach is 

appropriate in conjunction with the other requirements, such as a proper notice, and it is 

the standard that our members are required to follow under federal law. 

1 The Insured Retirement Institute (IRI) is the leading association for the entire supply chain of insured retirement strategies, 
including life insurers, asset managers, and distributors such as broker-dealers, banks and marketing organizations. IRI 
members account for more than 95 percent of annuity assets in the U.S., include the top 10 distributors of annuities ranked by 
assets under management, and are represented by financial professionals serving millions of Americans. IRI champions 
retirement security for all through leadership in advocacy, awareness, research, and the advancement of digital solutions within 
a collaborative industry community. 

1100 Vermont Avenue, NW, 10th Floor, Washington, DC 20005 WWW.IRIOnl1172.org 
202.469.3000 202.469.3030 fax 
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An outlier opt-in regime leads to a patchwork of compliance requirements, which can 

create practical compliance challenges for broker-dealers and investment advisers. A 

patchwork of requirements creates an unnecessary burden and potential confusion for 

customers, particularly when there are already protections in place under existing federal 

law. As such, we urge the Department to either align this new chapter with federal law, 

or to include a "safe harbor" provision to make it clear that compliance with GLBA or 

Regulation S-P constitutes compliance with this new chapter. Financial institutions should 

be exempt from overlapping and inconsistent requirements when they already comply 

with a robust set of federal requirements. 

2) V.S.R. § 8-43 Protection of Vulnerable Adults from Financial Exploitation should be 

broadened to include "transactions," not just disbursements. 

To ensure more comprehensive protections for consumers, and for broker-dealers and 

investment advisers that utilize this provision, we strongly recommend that V.S.R. § 8-

43(e) and (f) be broadened to include "transactions." There are other changes and 

actions, such as a change of beneficiary, where abroker-dealer or investment adviser may 

wish to delay in the event of suspected financial exploitation. This ultimately provides 

greater protections for consumers as well and is aligned with several other states that 

have also adopted similar provisions. 

3) We strongly support the incorporation of Regulation Best Interest by reference into 

Vermont's Securities Regulations (V.S.R. § 2.2(a)(14). 

We appreciate and support the Department's proposed incorporation by reference of 

Securities and Exchange Commission's Regulation Best Interest ("Reg BI"), which 

established and standardized a "best interest" standard of conduct for broker-dealers and 

their agents. We commend the Department for taking this important step and are pleased 

to provide our support for this provision. 

We appreciate the Department's consideration of these comments, and please don't hesitate to 

contact me with any questions or concerns. 

Sincerely, 

SGr.I''Cx~~. ~UddG~ 

Sarah Wood 
Director, State Policy & Regulatory Affairs 
Insured Retirement Institute 
swood@irionline.or~ 
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November 24, 2025 

Mr. Russ McCracken 
Assistant General Counsel 
Vermont Department of Financial Regulation 
russ.mccracken@vermont.gov 

Re: Proposed Filing Regarding the l/ermont Securities Regulations (the "Pronosal'J 

Dear Mr. McCracken: 

The Institute for Portfolio Alternatives ("IPA")' appreciates the opportunity to comment 
on the Proposal. The IPA generally does not object to the Proposal, including the 
proposed amendment to V.S.R. § 2-4(f) to incorporate by reference the North American 
Securities Administrators Association ("NASAA") Statement of Policy Regarding Real 
Estate Investment Trusts. 

The purpose of this amendment is to keep the Vermont Securities Regulations 
"consistent with model securities rules developed by the North American Securities 
Administrators Association."z 

The IPA respectfully requests, however, that the Department amend V.S.R. § 2-4 
to provide for incorporation by reference of the NASAA Statement of Policy 
Regarding Real Estate Trusts "as amended on September 7, 2025." The Proposal, 
at present, would incorporate by reference the current Statement of Policy and all 
subsequent amendments.3

For more than 40 years, the IPA has served as the leading voice for global asset managers, distributors 
and service providers in the private markets and alternative investment industry. We deliver best-in-class 
education for practitioners and champion policies that expand investor access to wealth-building private 
market strategies, including real estate, credit, infrastructure, private equity and venture capital, among 
other asset classes. These investments offer lower correlation to public markets, strengthen retirement 
outcomes and enhance portfolio diversification while operating within robust investor-protection 
standards. Over the past 25 years, private market and alternative investments have driven more than $1 
trillion in capital formation, playing a critical role in fueling national and local economic growth. 

2 Proposal at 4. 

3 Proposal at 26. 

• • 1455 Pennsylvania Avenue N~~', Suite 400, lk'ashington D.C., 20004 •~• ipa.com 



Such a sweeping incorporation by reference would deprive the public of the opportunity 
to comment on the incorporation of future versions of the Statement of Policy, as 
NASAA might adopt from time to time. Moreover, incorporation by reference of all 
subsequent amendments would bind future Departments without giving them a 
meaningful opportunity to evaluate the merits of those amendments. 

The public should be provided an opportunity to comment on the Department's future 
incorporation of amendments to the Statement of Policy. The IPA therefore 
recommends that the Department amend V.S.R. § 2-4 to read as follows: 

V.S.R. § 2-4. NASAA Statements of Policy Incorporated by Reference. The 
following NASAA Statements of Policy, ~ ~'~ ~~'~~~ ~~ ~"~~~~ ~~~+ ^ ~~'~^^^+~ are 
hereby incorporated by reference: 

(a)-( e) No change. 

(f) NASAA Statement of Policy Regarding Real Estate Investment Trusts as 
amended on September 7, 2025; and 

(g) No change. 

Thank you again for the opportunity to comment on the Proposal. Please contact Jeff 
Evans, IPA director of government affairs and policy (jevans@ipa.com; 202-548-7185), if 
you have questions regarding the IPA's comments. 

Sincerely, 

C~~ 

Anya Coverman 
President & CEO 

2 



McCracken, Russ 

From: Alec Long <alec@longadvisorsllc.com> 
Sent: Monday, December 1, 2025 12:34 PM 
To: Smith, Amanda; McCracken, Russ 
Subject: Comments on DFR Regulation Number: 5-2016-01 Vermont Securities Regulations 

You don't often get email from alec@longadvisorsllc.com. Learn why this is important 

EXTERNAL SENDER: Do not open attachments or click on links unless you recognize and trust the 
sender. 
Hello Amanda and Russ, 

am writing to express my opposition to the proposed amendment that would mandate Errors and 
Omissions (E&O) insurance for Vermont firms that have discretion or custody of client assets. 

Currently, firms have the option to obtain E&O insurance if they deem it necessary for their prolection, 
and clients are also free to choose advisors who carry this type of coverage if they feel it offers them 
added security. 

If E&O insurance truly provides the substantial benefits suggested in the proposal, it seems logical that 
firms and prospective clients would already be motivated to secure such policies voluntarily. Making it 
mandatory appears unnecessary. If the asserted benefits are real, clients will naturally favor firms with 
E&O insurance, and firms will recognize the advantage of carrying it. 

As an alternative, I would propose requiring firms to disclose whether or not they maintain E&O 
insurance. This approach would achieve similar goals of transparency and client protection without 
imposing potentially significant and unnecessary costs, and it would allow both consumers and advisors 
to make decisions based on their individual best interests. 

Mandating E&O insurance for all firms with discretion or custody would: 

• Place a considerable financial burden on many firms, particularly smaller ones where this 
expense could be substantial. 

• Likely increase the cost of this type of insurance for all firms, as insurers would have a guaranteed 
market requiring the coverage. 

• Potentially increase the attractiveness of frivolous litigation in seeking damages due to the 
creation of a "...larger pool of assets to draw on to cover the cost of 
settlements orjudgments owed to clients..." as described in the letter outlining rationale for the 
potential change 

Thank you for considering my perspective on this matter. 

Sincerely, 
Alec 
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Via Email Only @ russ.mccracken@vermont.gov 

Russ McCracken 
Assistant General Counsel 
Vermont Department of Financial Regulation 
89 Main Street 
Montpelier, VT 05620 

1300 McGee Dr, Ste 112, Norman, OK 73072 

RE: Comment Letter Regarding DFR Regulation Number: 5-2016-01 Vermont 
Securities Regulations 

Dear Mr. McCracken: 

I write on behalf of the Public Investors Advocate Bar Association ("PIABA"), an international 
bar association comprised of attorneys who represent investors in disputes with the securities 
industry. Since its formation in 1990, PIABA has promoted the interests of the public investor in 
all securities and commodities arbitration forums, while also advocating for public education 
regarding investment fraud and industry misconduct. Our members and their clients have a strong 
interest in rules promulgated by both state and federal securities regulators relating to both investor 
protection and disclosure. As such, PIABA frequently comments upon proposed rule changes and 
retrospective rule reviews in order to protect the rights and fair treatment of the investing public. 

Background 

We understand the Department of Regulation is proposing changes regarding, among other things, 
the addition of a requirement that Vermont-domiciled investment advisers controlling client funds 
carry errors and omissions insurance. Specifically, the requirement adds to the protection of 
customers by increasing the monetary protections above the much lower minimum adjusted net 
worth requirements currently in the Rule. PIABA supports this amendment. 

Discussion/Position 

PIABA applauds the Department of Regulation's proposal to require all member firms to maintain 
appropriate liability insurance. The proposal addresses the long-standing and well-documented 
problem of unpaid arbitration awards, which continues to plague the financial services industry 
and harm investors in every state, including Vermont. Justice requires that investors harmed by 
financial professionals and their firms are not left injured and without practical remedy merely 
because they were doing business with, what turned out to be, athinly-capitalized advisor. PIABA 
believes that the interests of protecting investors could be advanced even more if Vermont required 
insurance more generally for financial advisors operating within the state. While the DFR's survey 
of Vermont-registered investment advisers ahead of its rule proposal concluded it is common for 



Vermont investment advisers to maintain E&O insurance, many RIA firms across the country 
operate without any liability insurance, and some even structure themselves with no intention to 
ever satisfy adverse arbitration awards. 

PIABA has written extensively on this problem in the past. Attached to our Comment Letter is a 
recent article from PIABA's immediate past president, Adam Gana, and Professor Benjamin 
Edwards, entitled "The Insurance Solution for Financial Advice Failures." We echo our members' 
voices here. As PIABA has advocated over the years, requiring financial services providers to 
carry insurance solves several problems simultaneously, including but not limited to: 

1. Insurance ensures recoverability. It dramatically reduces the number of unpaid awards 
by providing an external funding source when a firm fails or disappears. See, e.g. 
Vermont's Department of Financial Regulation's In Re: Thomas Chadwick et. al., NO.22-
011-S. 

2. Insurance enforces discipline. Insurers price risk. They require firms to implement 
compliance programs, reject known bad actors, and avoid risky behaviors that lead to 
claims. In effect, insurers act as a private market discipline mechanism. 

3. Insurance is commonplace and feasible. States like Oregon and Oklahoma already 
require investment advisers to carry insurance. Major custodians like Schwab and Fidelity 
have also implemented insurance mandates for firms on their platforms. These 
requirements have not reduced access to financial advice, and the number of advisers in 
those jurisdictions increased post-implementation. l

4. The market supports implementation. Empirical data show that requiring even modest 
insurance coverage (e.g., $1 million per firm) does not drive professionals from the 
industry.2 If anything, mandatory insurance can enhance investor trust and attract more 
business to reputable, well-insured firms. 

Vermont's leading effort to add errors & omission requirements pursuant to V.S.R. § 7 aligns with 
longstanding efforts within Congress, North American Securities Administrators Association 
(NASAA), and the SEC to address unpaid awards. Futhermore, Vermont's proposal aligns with 
the broader, national sentiment and positions on this investor protection issue. 

In sum, PIABA supports the amendments, and thanks the Commission and FINRA for the 
opportunity to comment on these proposals. 

Sincerely, 

`~i~~C.~ 

Michael C. Bixby, President 
Public Investors Advocate Bar Association 

Attachment 

~ See Chuan Qin & Craig McCann, RIA Insurance Mandates Didn't Reduce Access to Advisory Services, SLCG 
ECON. CONSiJLTING, https://wwwslcg.com/resources/blog/713 (last visited Aug. 28, 2024 
- Id. 

2 



THE INSURANCE SOLUTION FOR FINANCIAL ADVICE FAILURES 

ADAM J. G.~1NA AND BENJr1MIN P. EDWr1RDS1

ABSTRACT 

Solving the retirement savings crisis requires 2vides~iread access to reliable financial advice. Yet 
financial advisers no~v often operate without insurance, collecting fees and commissions from 
customers and leaving them pennile.rr avhen .rub.rtcrndard advice causes harm. Instituting 
insurance coverage reguirementc avould provide protection for investors and alloav market forces 
to dircijiline nri.rconduct. For decades, advocates and regulators have raised aavarenerr aba~st 
the millions of unpaid arbitration azvardr eachyear, an insurance solution ivouldgreatly reduce 
the harm suffered. 

This essay aims to create a road~nap to solve the problem. It identifier the problem and maps 
out the different levers available to ~iolicymakerr to increase overall in.rrsrance coverage across a 

fragmented regulatory landscape. 

1 madam J. Gana is the managing partner of Gana Weinstein LLP and the president of the 
Public Investor r'~dvocate Bar ~ssociarion. Benjamin P. Edwards is a Professor of Law at the 
William S. Boyd School of Law at the University of Nevada, Las ~'egas. .Thanks to edam 
blarchant for research assistance and Jennifer Shaw for thoughtful comments on the draft. 
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I. INTRODUCTION AND BACKGROUND 

Investors wronged by wealth management firms often ftnd themselves 
unable to recover. For example, Bruce Wilkerson reached the Super Bowl as an 
offensive tackle for the Green Bap Packers in 1996.2 After he left the National 
Football League, having played for the Packers, Jaguars, and Raiders, he worked 
as a machinist and trusted Resource Horizons Group, a brokerage firm, to 
manage the wealth he earned by putting his body on the line.3 After one of the 
brokerage's registered representatives ran a Ponzi scheme, an arbitration within 
the Financial Industry Regulatory Authority's ("FINRA") Dispute Resolution 
Forum found Resource Horizons Group liable for over $600,000 in 
compensatory damages and another $1.4 nvllion in damages under the 
Tennessee Consumer Protection Act.4 Yet Wilkerson would never see any 
recovery because Resource Horizons Group closed its doors without insurance 
to cover Wilkerson's claim. 

For decades, bottom-tier financial services firms have profited by selling 
high-commission products only to fold once claims for abusive sales practices 
axrive.~ In 2000, the Government Accountability Office found that nearly two-
thirds of arbitration awards against stockbrokers and brokerage firms went 
unpaid. Often, the brokers involved scurry from one brokerage to another, 
continuing to exploit investoYs. This occurs so often that some use the term 
"cockroaching" to describe "brokers moving from one problem firm to 

Z Mason Braswell, Ex-NFL player left out in the cold after $2 million award, IrrVESTMENT 
NEws (Jun. 22, 2015), hops://www.investmentnews.com/industry-news/features/ex-nfl-
plaver-left-out-in-the-cold-after-2-million-award-61449. 
3 Benjamin Edwards & Hugh Berkson, Fix the flaw.in financial self-regulation, THE HILL 

(Mar. 19, 2018), https://thehill.com/opinion/finance/379134-fix-the-flaw-in-financial-self-
regulation/. 
4 Wilkerson v. Resource Horizons Group, LLC, FINRA Case Number 14-00904, (available 
athttps://www.finra.org/sites/default/files/aao documents/14-00904-Award-
All%20Public%20Pane1-20150311.pd fl. 
5 Melanie Waddel, Savings of Ex-NFL Player Left Crafted by Unpaid FINRA Arb Award, 
THINKADv~soR (Mar. 7, 2018), https://www.thinkadvisor.com/2018/03/07/ex-nfl-player-
wilkerson-deeply-affected-by-unpaid-finra-arb-award/. 
6 United States General Accounting Office, SECURITIES ARBITRATION: ACTIONS NEEDED 

TO ADDRESS PROBLEM OF UNPAID AWARDS, U.S. GOVT ACCOUNTABILITY OFFICE 33 

(2000), hops://www.gao.gov/assets/ggd-00-115.pdf. 
~ Id. (finding that "an estimated 61 percent . . . of investors who won arbitration awards in 
1998 either were not paid or received only partial payment."). 
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another."$ Financial advisers will sometimes even shift from selling securities 
to other financial products simply to evade federal oversight. 

Wall Street's deadbeat firms come in different varieties. Some operate 
as FINRA-supervised brokerage firxns,lo generally selling securities in exchange 
for transaction-based compensation.11 Others operate as registered investment 
advisory firms, generally receiving compensation dixecdp for investment advice 
about securiries.12 Often, firms and individuals will operate under both regimes 
simultaneously, with their duties and obligations shifting depending on the hat 
worn at the time.13 Adding to the complexity, many financial advisers also sell 
insurance products under lax state regulation and supervision.14

In recent years, business models have shifted, with more brokers and 
brokerage fiYms shifting to operate as investment advisers.l~ Private equity firms 
have accelerated this move by acquiring investment advisory firms for their 
predictable cash flows and growth.l~ 

Both brokerage and advisory firms often operate without anp insurance 
and leave investors unable to recover if problems arise.17 Although the unpaid 
award problem has been extensively studied and documented in the brokerage 

Jean Eaglesham & Rob Barry, More Than 5, 000 Stockbrokers From Expelled Firms Still 
Selling Securities, W.A~,L ST. J. (Oct. 4, 2013), https://www.wsj.com/articles/more-than-
5000-stockbrokers-from-expelled-firms-still-selling-securities-13 80843149. 
9 Colleen Honigsberg, Edwin Hu & Robert J. Jackson, Jr., Regulatory Arbitrage and the 
Persistence of Financial Misconduct, 74 STAN. L. REV. 737, 742 (2022) (studying 
"financial advisors who exit federal oversight after committing serious misconduct yet 
continue to advise investors" in insurance transactions). 
to FINRA is a trade association of brokerage firms charged with serving as the front-line 
regulator for brokerage firms. The Securities and Exchange Commission supervises 
FINRA and a number of other self-regulatory organizations. 
11 See SEC, STiJDY ON INVESTMENT ADVISERS AND BROKER-DEALERS iii (Jan. 2011) 

(describing broker-dealers and investment advisory firms) (available at 
hops://www.sec.gov/files/913studyfinal.pd fl. 
iz Id

13 Id. at 12-13. 
Ia Honigsberg, Hu & Jackson, supra note 9, at 740-42. 
Is Justin Mack, Independent and hybrid RIA channels are adding advisors the fastest, 
Cerulli report says, F~rAt~rCia~. PLA1~rt~r~NG (Nov. 1, 2023), https://www.financial-
planning.com/listlindependent-and-hybrid-ria-channels-are-adding-advisors-the-fastest-
cerulli-report-says. 
16 Ian Salisbury, Your Independent' Advisor Now Works for Private Equity. What It Could 
Mean for Your Portfolio., BARROWS (Jun. 14, 2024), 
hops://www.barrons. com/articles/financial-advisors-private-equity-clients-portfolio-
de076c68. 
17 North American Securities Administrators Association (NASAA), E&O IrrsultANCE 
SURVEY REPoxT, NASAA 2 (Dec. 2019), hops://www.nasaa.org/wp-
content/uploads/2019/12/2019-BD-EO-Survey-Report-Formatted-FINAL.pdf. 

3 
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context, 18 the problem extends beyond brokerages. NASAA enforcement 
reports show that both investment advisors and brokers regularly misbehave.l~ 

After decades of harm, federal policymakers have taken notice and 
demanded action. The U.S. Securities and Exchange Commission (SEC or the 
"Commission") Investor Advocate recently called for investment advisers to 
disclose more information to better understand the scope of the problem in the 
advisory context?~ Congress has also begun applying pressure for FINRA to 
take action to address the problem in the broker-dealer space. The Senate 
Committee on Appropriations recently found that "FINRA has failed to 
undertake steps to address unpaid arbitration awards by its members."21 It 
directed that the "SEC shall continue to engage with FINRA to identify ways to 
reduce and eliminate the occurrence of unpaid awards."zz 

Despite this problem persisting for decades and leaving investors with 
enormous losses, a solution to dramatically mitigate the problem exists—
insurance. In this context, insurance requirements offer two major benefits. 
First, insurance companies may force brokerages and advisory firms to adopt 
better practices to maintain coverage at favorable rates. Second, a reasonable 
degree of insurance will allow more investors to recover in instances when and 
if harm arrives. Notably, this insurance solution does not guarantee that all 
investors will recover every dime in every instance of misconduct. Yet, an 
industry carrying insurance offers investors substantially better protection than 
an industry without it. 

The states have taken some action to improve insurance coverage. 
Notably, two states—Oregon and Oklahoma—have already moved to require 
some wealth management firms to carry insurance.23 Their. requirements offer 
some lessons for a broader insurance mandate. At a minimum, the existing 
numbers in the aftermath of this natural experiment indicate that creating 
modest insuYance requirements does not lead to any material reduction in the 

18 See Hugh Berkson & David P. Meyer, Finra Arbitration's Persistent Unpaid Award 
Problem, PUBLIC INVESTOR ADVOCATE BAR ASSOCIATION (Sept. 2021), 

https://piaba.orgtpiaba-newsroom/piaba-report-finra-arbitrations-persistent-unpaid-award-
problem-September-29-2021 (documenting the unpaid arbitration award problem in the 
brokerage context). 
19 NASAA, 2020 ENFORCEMENT REPORT 13 (2020), https:Uwww.nasaa.org/wp-

content/uploads/2020/09/2020-Enforcement-Report-Based-on-2019-Data-FINAL.pdf_ 
Z~ SEC OFFICE OF THE INVESTOR ADVOCATE, FISCAL YEAR 2023: REPORT ON ACTIVITIES 

43 (Dec. 5, 2023), https://www.sec.gov/files/2023-oiad-annual-report.pdf (explaining that 
"[a]n absence of information prevented Staff from generating reliable statistics about the 
frequency of SEC-registered adviser arbitration or the number of unpaid arbitration 
awards"). 
Z1 S. REP. No. 118-206, at 103 (2024). 
ZZ Id. 
23 Or. Rev. Stat. Ann. § 59.175; Okla. Admin. Code 660:11-7-11. 
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availability of financial advice for main street investors.'-~ However, the existing 
insurance requirements only reach a portion of the wealth management firms 
operating within those jurisdictions.'-5

This essay aims to explore the critical need for insurance and provide 
guidance for how to require insurance across a fragmented financial advice 
industry.26 Part II discusses the imperfect e~sting insurance requirements and 
errors and omissions insurance marketplace available today. Part III frames the 
elements of a successful insurance program and overviews the regulatory 
mechanisms for instituting insuYance requirements. 

II. EXISTING INSURANCE REQUIREMENTS ARE IMPERFECT 

At present, state and federal law says little about insurance requirements 
for wealth management firms.' As financial advisers may be supervised by 
FINRA, state securities regulatoYs, state insurance regulators, the SEC, or some 
combination of the foregoing, requiring coverage across the industry will require 
coordinated action from an array of regulators. 

Fragmented and overlapping regulation may partially explain the 
inaction when it comes to mandatory insurance. For example, if FINR.A moved 
first and mandated that brokerage firms carry insurance, it might place brokerage 
firms at a competitive disadvantage to state and SEC-registered investment 
advisory firms. The same may be true if the states or SEC acted first. 

Despite the pressure toward inaction, some insurance requirements have 
emerged and merit consideration at the state level and from clearing firms.=$ 
Critically, current evidence indicates that insurance requirements, as currently 
implemented, do not appear to meaningfully alter the public's ability to access 
investment advice.29

A. Limited E~sting State Insurance Mandates 
Have Not Reduced Access to Investment Advice 

Many financial advisers now practice without insuYance or enough 
insurance to cover liabilitp. 30 Currently, only two states—Oregon and 

Z4 See Qin & McCann, infra note 65. 
ZS Ox. REv. STaT. § 59.175 (2018); O~,a. ADMIrr. CODE § 660:11-7-11 (2024). 
Z6 See Christine Lazaro & Benjamin P. Edwards, The Fragmented Regulation of 
Investment Advice: A Call for Harmonization, 4 MICR. BUS. & ENTREPRENEURIAL L. REV. 

47 (2014) (explaining how fragmented regulatory structures complicate overseeing 
financial advice). 
Z~ § 59.175; 660:11-7-11. 
Za Id
29 See Qin & McCann, infra note 64. 
3o See NASAA, supra note 17. 
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Oklahoma—require some financial advisers to carrq some professional liability 
insurance for errors and omissions. Yet both have exemptions for broker-
dealers, relying on FINRA to fill the regulatory gap—an invitation FINRA has 
yet to accept.31

In 2018, Oregon began requiring all state-registered investment advisers 
to carry at least $1 million in errors and omissions insurance.3- The $1 million 
requirement applies to all firms regardless of size, capturing intYa-state brokerage 
operations and state-registered investment advisers.33

Oregon's requirement does not capture all investment advisers 
operating in the state because Oregon only oversees a portion of the market. 
Investment advisers may register with the SEC when their regulatory assets 
under management reach $100 million or more.3~ At that point, the SEC 
oversees their operations instead of the state.3s 

Oregon's flat $1 million coverage requirement may generate a degree of 
inequity among financial firms. For example, under Oregon's statute, a firm 
with $6 million in assets under management has the same insurance 
requirements as a firm with $96 million in assets under management.3G To the 
extent that policies cost appro~mately the same, firms with smaller assets under 
management will pay a higher relative cost than firms with more assets. The 
requirement may also create an incentive for smaller advisory firms to merge 
with larger firms to reduce costs or entirely avoid Oregon's insurance 
requirement by transitioning to SEC oversight. 

When Oklahoma followed Oregon's lead in 2020 with an administrative 
rule requiring state investment advisers to carry $1 million in errors and 
omissions insurance, it too missed the opportunity to provide a tailored 
coverage requirement. 37 Notwithstanding the gaps in coverage, the laws 
increase investor protection in both states to this dap.38

Although the insurance mandate itself is simple, both states worked to 
facilitate compliance. To make sure that all licensees can access the coverage 
they need, Oregon and Oklahoma both admitted surplus line insurers and risk 

31 § 59.175; § 660:11-7-11. 
32 § 59.175. 
33 Id 
34 17 C.F.R. § 275.203A-1(a)(1) (2011) ("You may, but are not required to register with 
the Commission if you have assets under management of at least $100,000,000 but less 
than $110,000,000, and you need not withdraw your registration unless you have less than 
$90,000,000 of assets under management'). 
ss Id 
36 § 59.175. 

37 § 660:11-7-11. 
38 § 59.175; § 660:11-7-11. 
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retention and purchasing groups into the state.3~ In Oregon, licensees simply 
submit annual proof of insurance.40 Firms that fail to submit proof of insurance 
risk having their licenses canceled.~1

B. Industry Insurance Requirements 

Some financial advisers carry insurance because some custodial 
platforms insist on insurance for advisers using their platforms.' For example, 
in 2021, Charles Schwab & Co. ("Schwab") launched a program to eventually 
require all Registered Investment Advisers ("RIA") using its custodial services 
to carry at least $1 million in insurance, including errors and omissions 
coverage.~3 Like Oregon and Oklahoma, Schwab undertook measures to ensure 
that the insurance market could accommodate the new rule, which included 
working with insurance companies to obtain preferred pricing for Schwab's 
clients. 

RIA firms voluntarily elected to comply with Schwab's insurance 
requirement instead of seeking a different custodial platform. Unlike the states, 
where in-state advisers had to comply or lose their licenses, Schwab's users could 
have readily chosen to shift to a different custodial platform because none of 
Schwab's competitors imposed similar requirements.~s 

Instituting the insurance requirement did not reduce Schwab's market 
share. Despite 2022 being one of the worst-performing years for stocks and 
bonds in history, Schwab's net income still increased after mandating insurance, 
and Schwab saw rapid RIA growth in 2023.-~~ 

39 Ox. ADMirr. R. 441-175-0185(3) (2018); O~c~,a. ADNnt~r. CODE § 660:11-7-21 (2024). 
4o 

OR. REV. STAT. § 59.225 ~2018~. 
al § 59.225. 
4z When a person buys securities, a brokerage firm ordinarily keeps custody of the securities 
for the benefit of the individual. Inveshnent advisers managing client portfolios generally 
use select brokerage platforms to custody and transact business. 
a3 What Insurance Is Required for RIA Firms?, SC~V.~, 
https://advisorservices.schwab.com/naviQating-risk-regulation advisor-insurance (last 
visited July 27, 2024). 
44 See Sam Del Rowe, Schwab Requiring RIA Firm Clients to Purchase Errors and 
Omissions, Otherinsurance, FINANCIAL ADVISOR IQ (Dec. 20, 2021), 
hops://www.financialadvisoriq.com/c/3441634/437184/schwab requiring firm clients~u 
rchase errors omissions other insurance. 
as Id 
a6 2022 Annual Report, SCHwAs 6 (2022), 
https://content. schwab.com/web/retail/public/about-
schwab/schwab annual report 2022.pdf; Diana Britton, Schwab Benchmarking: RIA 
Growth Rebounds in 2023, WEALTH MANAGEMENT (July 18, 2024), 

hops://www.wealthmanaQement.com/ria-news/Schwab-benchmarkin~-ria-~rowth-
rebounds-2023.
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Schwab's insurance requirement may provide it with a range of benefits. 
In instances where a claimant names Schwab as a defendant alongside an advisor 
using its platform, Schwab may now be readily assured that the RIA firm will 
have coverage and counsel—potentially mitigating Schwab's costs. 

Schwab's insurance requirement may also provide a filtering mechanism 
for uninsurable firms. To the extent that any RIA firm cannot obtain insurance 
because of risks unique to that RIA firm, Schwab likely benefits by excluding 
the firm from its platform. Thus, the insurance requirement may allow Schwab 
to use insurance companies to exclude firms that would draw the most litigation 

and attendant problems for Schwab from its platform. 

Despite Schwab's influence in the marketplace, private insurance 
requirements have not pet proliferated and changed broader industry practice.~~ 
Financial advisers often operate without insurance, and other custodial 
platforms do not require firms to maintain insurance. 

C. Existing Insurance Disclosure Requirements 

Insurance disclosure requirements might also play a role in investor 
protection. Knowledge of insurance coverage can influence an investor's 
behavior, such as whether to work with an adviser and whether and how to 
pursue a claim if the adviser causes harm. Yet, as it stands, investors are 
generally poorly situated to evaluate insurance information and often lack access 
to basic information about a financial adviser's insurance.$ 

7. Kansas Insurance Disclosure Requirement 

In 2012, Kansas began requiring investment advisers to disclose their 
professional liability insurance status to all current and prospective clients.49 In 
theory, requiring investrnent advisers to disclose their professional liability 
insurance information allows clients to take this information into account when 
deciding between fiYms. 50 A disclosure requirement may even drive some 
financial advisers to obtain insurance to avoid disclosing that they operate 
without insurance. 

Securities law often defaults to adisclosure-oriented ,model because 
disclosure plays such a critical role in both the market and the SEC's regulation 

47 See Sam Del Rowe, supra note 43. 
48 Does My Investment Advisor Have Insurance?, SAMUELS YOELIN KANTOR LLP (OCt. 

30, 2018), https://www.investordefenders.com/blog/does-my-investment-advisor-have-
insurance/. 
49 ~ Re: Waiver of Certain Requirements Under K.A.R. 81-14-9 and New Requirement 
Authorized By KA.R. 81-14-10 For Disclosure Regarding Insurance Coverage, 2012 WL 
5473856 at *2 (Nov. 7, 2012). 
50 An Oregon legislator recently proposed a bill that would similarly allow the state to 
require investment advisors to disclose their policy and coverage information. H.B. 2274, 
82nd Or. Leg. Assemb., Reg. Sess. (Or. 2023). 
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of public company disclosures.si Yet disclosure-oriented rules may not achieve 
investor protection goals in this context because many people work with 
financial advisers because . thep desire informed guidance. Unlike public 
company disclosures, no market price transmits information about a financial 
adviser in real-time to other persons seeking information about the financial 
adviser. 52 No market mechanism makes uninformed investors aware that 
sophisticated investors have shunned advisers without insurance.~3

In this context, disclosure requirements map even expose the least 
sophisticated investors to greater risks. If some relatively sophisticated clients 
alert to risks and leave the adviser, the remaining clients likely face greater peril 
because the advisor still needs to pay bills and must now generate the same 
income from a shrinking client base. Unscrupulous advisers may opt to make 
up the difference by exploiting investors. 

Kansas's disclosure requirements may be most useful for investors after 
harm occurs. Because Kansas firms must disclose their insurance status, 
investors who have suffered harm can take insurance information into account 
when deciding whether to pursue relie£5~ 

2. Limited Access to Insurance Coverage Information 

Despite Kansas's requirement, insurance coverage information often 
remains a closely guarded secret. In contrast to ordinary litigation, FINRA 
arbitration does not require its members to produce informarion about 
insurance coverage in arbitration.55 FINRA's current discovery guide does not 
require brokers to provide information about any insurance coverage they may 
have.s~ As a result, investors may pursue actions against uninsured brokers who 
cannot afford to pay claims.57 In contrast, the Federal Rules of Civil PYoceduxe 
mandate parties to disclose insurance coverages$ 

sl See Troy A. Paredes, Blinded by the Light: Information Overload and Its Consequences 
for Securities Regulation, 81 WAsx. L.Q. 417, 418 (2003) ("Securities regulation is 
motivated, in large part, by the assumption that more information is better than less. 
Perhaps this is no surprise since the SEC's chief regulatory tool is to require companies to 
disclose more."). 
SZ See David Harper, Forces That Move Stock Prices, INVESTOPEDIA (May 20, 2024), 
https://www.investopedia.com/articles/basics/04/ 100804.asp. 
53 Id
54 ~ Re: Waiver of Certain Requirements Under K.A.R. 81-14-9 and New Requirement 
Authorized By K.A.R. 81-14-10 For Disclosure Regarding Insurance Coverage, 2012 WL 
5473856 at 2 (Nov. 7, 2012). 
ss See Discovery Guide, FINRA (2013), 
https://www.finra. or~lsites/default/files/ArbMed/p394527.pd£ 
56 Id

57 See NASAA, supra note 17, at 2. 
58 See FED. R. CIV. P. 26(a)(1)(A)(iv) (requiring disclosure of "any insurance agreement 
under which an insurance business may be liable to satisfy all or part of a possible 
judgment in the action"). 

~~ 
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Realizing the inequity in its process, in 2018, FINR.A requested 
comments about a potential rule that would require brokers to disclose their 
insurance information in arbitration proceedings. ~~ Making insurance 
information presumptively discoverable could prevent wronged investors from 
digging a hole for themselves by pursuing claims against uninsured brokers that 
might never be able to satisfy an award.~o 

Requiring parties to exchange infoYmation about insurance coverage 
does not come without risks. The contemplated rule aimed to ensure that 
insurance coverage information would not overly shift outcomes in 
arbitrations. ~l FINRA aimed to address concerns that knowledge about 
insurance coverage might prejudice arbitration panels by designating insurance 
information as inadmissible absent extraordinary circumstances.~- 

For reasons' that remain unclear, FINRA chose not to move fonvaxd 
with the Yule.63 As a result, many investors now proceed with claims against 
uninsured brokerages incapable of paying damages.~~ 

D. Marketplace Impacts from Insurance Requirements 

To forestall any regulation, the financial advice industry will sometimes 
argue that raising standards would hurt the public because it would reduce their 
access to financial advice. Opponents of mandatory insurance contend that 
insurance requirements would do more harm than good by reducing the public's 
ability to find financial advice. Yet the best available evidence indicates that this 
simply is not true. 

Consider how advice markets reacted to the introduction of existing 
insurance requirements. After implementing errors & omissions insurance 
mandates, Oregon and Oklahoma did not experience a reduction in financial 
advisory services.~s In fact, after the mandates became effective in each state, the 
number of investment advisers increased. and did not fall relative to other states 
without a mandate.~~ An in-depth study of the number of investrnent advisers 
in Oregon and Oklahoma before and after the mandates introduction shows 

s9 FINRA, REGULATORY NOTICE 18-22 (2018, https://www.finra.org/rules-
guidance/notices/ 18-22. 
6o See NASAA, supra note 17, at 2. 
6 ~ See FINRA, Discovery Guide, supra note 54. 
6z Id
63 See FINRA, REGULATORY NOTICE 18-22, supra note 58. 
6a See NASAA, supra note 17, at 2. 
65 Chuan Qin & Craig McCann, RIA Insurance Mandates Didn't Reduce Access to 
Advisory Services, SLOG EcoNOMIc CorrSui.Tir1G (Aug. 2024), 
https://www.slcg.com/resources/blog/713 (last visited Aug. 28, 2024). 
66 Id
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that the insurance requirements had no material effect on the number of 
financial advisers in either state.b~ 

Although the benefit to the public will be significant, industry insurance 
costs appear low relative to the profitability of financial advice firms.. After 
Schwab's insurance requirement for investment advisors, the number of 
advisors using Schwab's custodial services also increased despite a severe 
economic downturn.68

Despite the marginal cost, insurance requirements map increase the 
volume of financial advice business. More widespread insurance requirements 
could drive demand by making the industry easier to trust. With insuYance 
behind the industry, more members of the public may work with advisers. 

III. A FRAMEWORKTO IMPROVE INSURANCE COVERAGE 

Widespread insurance coverage would likely benefit both investors and 
financial professionals. Investors would more often recover damages ixi 
instances of misconduct and benefit from any risk reductions generated by 
insurance company requirements. Responsible financial firms already carrying 
insurance would no longer operate against competitors without insurance. 

A. Elements of A Successful Insurance Program 

Successful insurance reforms should aim to achieve some core 
objectives. We propose three here: (1) ensuring appropriate coverage amounts 
and terms for firm size; (2) generating functioning markets that price risk and 
reduce misconduct; and (3) providing information about coverage. 

7. Appropriate Coverage Amounts and Terms 
for Firm Size and Characteristics 

Although one-size-fits-all insurance coverage requirements do some 
good by mandating coverage, they also generate problems. A per claim two-
million-dollar coverage requirement will be too small for some firms and too 
large and expensive for others. Rather, insurance requirements must consider 
the size of the firm and provide coverage requirements proportional to the 
amount of risk that a firm imposes on the public. Appropriately tailored 
insurance requirements would ensure adequate coverage without imposing 
undue costs on financial services firms. 

Insurance coverage requirements should increase with a firm's assets 
under management. Tying a firm's insurance level to its asset level ensures that 
it will be able to afford appropriate coverage. One simple solution would be to 

6' ra. 
6S SCHWAB, supra note 46, at 6. 
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require firms to maintain the greater of either (1) a million dollars in coverage 
or (2) insurance coverage equivalent to 2% of assets under management. This 
would mean that a firm with $99 million in client assets would need just under 
$2 million in coverage. In contrast, a firm with only $15 million in assets would 
only need to carry a n7illion in coverage.~~ 

Regulators crafting insurance requirements should also ensure that 
policy terms do not render protective benefits illusory. For example, a firm 
might acquire coverage with a high per-incident deductible. Functionally, these 
policies mean that insurance funds will only become available for a claim after 
the deductible has been met and each claim must meet its own deductible before 
tapping into coverage. If the insurance policy only applied after the fiYm spent 
more than $250,000 in costs for defense, a firm facing five or six claims arising 
out of selling a to~ric financial product to investors might face up-front costs 
greater than the insurance policy's coverage amount and simply opt to go out of 
business. 

This does not mean that no firms should be able to use higher-
deductible coverage. A regulatory response here should aim to preserve 
fle~cibility while ensuring that insurance coverage improves outcomes. One 
solution to this problem would be to require firms using high-deductible policies 
to hold cash or other high-quality assets equivalent to their insurance 
deductibles. 

Here, risk does not always scale uniformly between ftrms. Some firms 
pose heightened risks to the public and might benefit from addirional coverage. 
For example, FINR.A internally designates certain firms as "restricted" and 
selects them for a higher degree of oversight because of the risks their operations 
pose to the public.~~ Although FINRA does not currently require these firms to 
carry any insurance, a uniform insurance requirement would do enormous good 
simply by ensuring that these to~c firms carried insurance as well. 

69 Tying the insurance requirement to a firm's asset level avoids the need to index for 
inflation or make other changes. As the firms grow, their insurance should grow with 
them. 
70 See Rule 4111 Frequently Asked Questions, FINRA, https://www.finra.or~/rules-
~uidance/kev-tonics/protecting-investors-from-
misconduct#:~:text=Firms%20with%20a%20Significant%20Historv%20of%20Misconduc 
t 
FINRA%20Rule%204111 &text=Rule%204111 %20allows%20FINRA%20to,numeric%2C 
%20threshold%2Dbased%2bcriteria (last visited Aug. 29, 2024) (explaining that the "rule 
allows FINRA to impose new obligations on broker-dealers with significantly higher levels 
ofrisk-related disclosures than other similarly sized peers, based on numeric, threshold-
based criteria"). 
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2. Functioning Insurance Markets 
Price Risk And Reduce Misconduct 

Insurance coverage requirements may generate a range of benefits. At 
the outset, coverage requirements may reduce prices for insured fiYms by 
mandating participation. By requiring all firms to procure insuYance, risk pools 
expand—allowing insurance companies to offer coverage at lower prices 
through economies of scale. 

Well-functioning insuYance markets also spread risk across firms. Firms 
hiring financial advisers map not always be able to determine which advisers will 
generate liability and which ones will not.~l By requiring the entire industry to 
maintain insurance, the cost of financial adviser misconduct gets spread across 
many different firms. 

Yet insurance requirements offer another benefit—the ability to price 
and limit known risks. To the extent that certain firms or individuals pose 
greater risks to the public—insurance companies now use that information to 
price their coverage. 7z Since insurance companies charge more. for hiring these 
high-risk individuals, an insurance requirement may disincentivize firms from 
hiring them or, at minimum, spread the risk of their bad behavior. These 
coverage requirements also force riskier firms to internalize the risk their 
operations create. 

For insurance to provide the most benefit, it must cover every financial 
adviser working with the public. At present, some insurance companies write 
policies for financial services firms that exclude specific financial advisers from 
coverage because of identified risks associated with the individua1.73 This creates 
a gap in coverage for those most likely to create harm.74

Requiring firms to procure coverage for these higher-risk advisers would 
generate real benefits. To the extent that a particular financial adviser is too 
costly to insure, the insurance market may protect the public more swiftly than 
a regulatory bar by excluding the individual from the industry. 

3. Insurance Disclosure 

Insurance disclosure requirements may also ensure that investors benefit 
from coverage. A good disclosure rule would require all investment advisors and 

~ I Pricing financial adviser risk may be challenging because of how much complaint data 
has been expunged from public records. See Benjamin P. Edwards, Adversarial Failure, 
77 WASH. & LEE L. REv. 1053 (2020) (detailing how a flawed expungement process led to 
the deletion of public records about complaints against financial advisers). 
~Z See NASAA, supra note 17, at 6 ("[I]n general, a firm may reduce the cost of its policy 
by excluding a high risk representative from coverage"). 
73 Id 
~4 Id
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broker-dealers to disclose to current and prospective clients information about 
insurance coverage and provide their current and prospective clients with a copy 
of their policy upon request. 75 Although this will not ensure that every 
meritorious claim will be paid, it could keep many harmed investors from going 
deeper into the hole by pursuing claims against f~ms unable to pay an award.~~ 

Disclosure requirements would also allow more sophisticated investors 
to select financial advisers with greater coverage. This would allow the market 
to reward financial advisers fox carrying additional insurance. Although this 
solution would not do much to help unsophisticated clients ex-ante, they would 
be better able to assess their options ex jia.rt should a claim arise. 

B. Possible Implementation Sources 

Although the need for widespread insurance for financial services firms 
appears clear, no single regulator now possesses the power to mandate insurance 
across the market. Rather, a range of different overlapping state, federal, and 
self-regulatory organizations must take steps to introduce insurance 
requirements. 

7. Uniform State Legislation or Regulation 

At the outset, states retain substantial influence over financial regulation 
and directly regulate a subset of investment advisers and brokerage firms.~~ 
Although states sometimes chart their own course on securities law issues, they 
often adopt model legislation and regulations promulgated by the North 
American Securities Administrator's Association. ("NASAA").78 Nevada, for 
example, even explicitly statutorily directs its state securities regulator to consult 
NASAA's model regulations when crafting rules.~~ 

By acting through NASAA and generating uniform insurance legislation 
and regulations, state securities regulators can increase the odds states will enact 

75 In Re: Waiver of Certain Requirements Under K.A.R. 81-14-9 and New Requirement 
Authorized By K.A.R. 81-14-10 For Disclosure Regarding Insurance Coverage, 2012 WL 
5473856, at 2 (Nov. 7, 2012). 
76 See SAMUELS YOELIN KANTOR LLP, supra note 48. 

~~ Cruide to Broker-Dealer Registration, SEC (Apr. 2008), 
https://www.sec. gov/about/reports-publications/divisionsmarketregbd~uidehtm#III 
(Broker-dealers must "apply for broker-dealer registration with each state [they conduct] 
business"); Advisers Act Rule, 17 C.F.R. § 275.203A-1(a)(1) (providing that advisers with 
less than $90 million in AiJM must withdraw their SEC registration and switch to state 
registration, advisors with between $100 million and $110 million in AiJM may elect to 
register with the SEC, and advisers with over $110 million in ALJM must register with the 
SEC). 
78 NASAA Model Act to Protect Vulnerable Adults from Financial Exploitation, NASAA, 
https://www.nasaa.or~/industrv-resources/senior-issues/model-act-to-protect-vulnerable-
adults-from-financial-exploitation/ (last visited Aug. 23, 2024). 
79 See NEV. REV. STAT. § 90.785(2)(a) (2023). 
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insurance requirements covering a significant portion of the industry. Uniform 
regulation also offers an additional benefit when states take the same 
approach, it minimizes the burden for firms operating across multiple state 
jurisdictions. 

NASAA has succeeded in generating widespread investor protection 
reforms in the past. For example, its model legislation to protect vulnerable 
adults from exploitation has been adopted in most states.80 NASAA adopted 
the model legislation in 2016, and most states have enacted it in one form or 
another, providing substantially greater protection to vulnerable adults in 
adopting states. 

2. Securities and Exchange Commission Action 

The SEC may act to impose insurance requirements directly on 
registered investment advisers and indirectly for brokerage fixms. 81 The 
Commission has direct regulatory authority over registered investment advisers 
with over $100 million in assets under management.$'- It also enjoys a degree of 
direct authority over brokerage fiYms and substantial fle~bility through its 
oversight of the Financial Industry Regulatory Authority.83

In an ideal world, all investment advisers and broker-dealers should be 
required to maintain an errors and omissions insurance policy or policies in the 
aggregate amount of at least two percent of assets under management as a 
condition of SEC registration. Yet the road to this goal may be complicated 
because the Supreme Court recently weakened adininistxative agencies power to 
regulate. 8~ Under new precedent, courts no longer defer as much to 
administrative agencies interpreting and applying somewhat ambiguous 
statutes.85 This does not mean that the SEC should stand idle for fear of some 
possible challenge. 

a. Investment Advisers 

The SEC enjoys substantial authority to increase insurance coverage and 
might opt to do so in different ways. To simply impose an insurance 
requirement, the Commission could make insurance a condition of 

80 See NASAA, supra note 78. 
81 See 15 U.S.C. § 78s(c) (stating that the SEC may by rule "add to, and delete from ... the 
rules of aself-regulatory organization ... to insure the fair administration of the self-
regulatory organization, to conform its rules to requirements of this chapter ... or otherwise 
in furtherance of the purposes of this chapter"). 
$Z Advisers Act Rule, 17 C.F.R. § 275.203A-1(a)(1). 
83 See Benjamin P. Edwards, Supreme Risk, 74 FLA. L. REv. 543, 556-60 (2022) (describing 
the SEC's power to oversee SRO regulation). 
84 See Loper Bright Enters. v. Raimondo, 144 S. Ct. 2244, 2265 (2024) (eliminating Chevron 
deference). 
as Id. 
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registration.s~ Although the law does not explicitly grant the Commission the 
power to impose an insurance requirement, the Corrunission would be within 

its authority to deem carrying insurance "necessary or appropriate in the public 
interest or for the protection of investors."$~ 

In the alternative, the Commission might use its power to regulate 
arbitration agreements to impose a coverage requirement. Dodd-Frank gave the 
SEC the power to impose conditions on arbitration agreements.88 Congress 
explicitly authorized it to "impose conditions or limitations" on arbitration 
agreements "if it finds that such prohibition, imposition of conditions, or 
limitations are in the public interest and for the protection of investors."89 As 
these arbitration agreements often impose significant costs on investoYs, the 
SEC may require firms to maintain an insurance backstop ensuring some ability 
to pap before forcing investors into a costly dispute resolution forum. 

At the same time, the Commission might also require investment 
advisers to make disclosures about their insurance coverage.~~ Although this 
power would not allow it to impose a mandate to purchase insurance, it would 
force firms to notify their clients about their insurance coverage. 

The Commission might simultaneously adopt a severable coverage and 
disclosure requirement to address the risk that a federal court would deem the 
insurance requirement beyond the scope of the Commission's authority. 

b. Brokerage Oversight 

Brokerage regulation may be more flexible because FINRA, an 
ostensibly private entity, serves as the primary regulator for brokerages under 
SEC supervision. 91 At present, FINRA does not need congressional 
authorization to make investor protection rules.~~ Rather, the self-Yegulatory 

86 See § 15 U.S.C.A. 80b-3(c)(1) (West),("An investment adviser. . . may be registered by 
filing with the Commission an application . . .containing such of the following information 
and documents as the Commission, by rule, may prescribe as necessary or appropriate in 
the public interest or for the protection of investors"). 
g~ Id. 
88 15 U.S.C.A. § 780 (West). The Act also grants the SEC authority to impose 
requirements through self-regulatory organizations, such as FINRA. Id. 
89 15 U.S.C.A. § 80b-5(fl (West). 
90 Id
91 See Edwards, supra note 83 at 556-60 (2022) (describing SRO model). 
92 See FINRA Rulemaking Process, FINRA, hops://www.finra.org/rules-
guidance/rulemakin~-
process#:~:texrFollowin~%20SEC%20approval%2C%20FINRA%20issues,and%20anno 
unces%20the%20effective%20date. (last visited Aug. 23, 2024). 
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organization could simply impose an insuYance requirement as a condition of 
membership.93

FINRA also enjoys the power to solve disclosure problems. It maintains 
a "discovery guide" to facilitate disclosures in securiries arbitrarion.~~ FINRA 
could ensure insurance disclosure as well by simply finalizing the disclosure rule 
it considered in 2018.95

As the federal regulator overseeing FINRA, the SEC enjoys power to 
cause FINRA to amend its rules. It could do so informally through moral 
suasion or explicitly though its power to amend FINRA's rules.~~ 

Although the primary regulator for brokerage firms, FINRA could also 
use its authority to improve investment adviser conduct. Investment advisers 
generally custody assets through FINRA brokerage firms. FINRA could require 
that brokerage firms only allow third parties such as investment advisers to 
manage securities accounts for others if they maintain appropriate insurance. 
Indeed, as explained above, Schwab has already taken this approach on its own 
initiative. 

IV. CONCLUSION 

Ultimately, the need for widespread insurance remains clear. Until now, 
financial services firms have largely succeeded at externalizing the cost of bad 
financial advice while keeping the profits for themselves. Insurance solves for 
some of this problem by causing the industry to internalize some of the costs 
created by misconduct. 

This essay charts a path for improving insurance coverage across a 
financial advice market governed by a broad coalition of regulators. Although 
the available tools to impose insurance requirements will differ depending on 
the regulatory actor, the need remains urgent across the market. 

93 To its credit, FINRA has taken some measures to cause brokerage firms known to pose 
heightened risks to keep more cash on hand to protect future creditors. See FINRA Rule 4111, 
Restricted Firm Obligations. These requirements would be more effective alongside 
insurance. 
9a See FINRA, supra note55. 
95 la 
96 See IS U.S.C.A. § 78s(c) (West). 
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VERMONT GENERAL ASSEMBLY 

The Vermont Statutes Online 

The Statutes below include the actions of the 2025 session of the General Assembly. 

NOTE: The Vermont Statutes Online is an unofficial copy of the Vermont Statutes Annotated that is provided as a 

convenience. 

Title 1 : General Provisions 

Chapter 005 : Common Law; General Rights. 

Subchapter 003 : ACCESS TO PUBLIC RECORDS 

(Cite as:1 V.S.A. § 317) 

§ 317. Definitions; public agency; public records and documents; exemptions 

(a) As used in this subchapter: 

(1) "Business day" means a day that a public agency is open to provide services. 

(2) "Public agency" or "agency" means any agency, board, department, 

commission, committee, branch, instrumentality, or authority of the State or any agency, 

board, committee, department, branch, instrumentality, commission, or authority of any 

political subdivision of the State. 

(b) As used in this subchapter, "public record" or "public document" means any 

written or recorded information, regardless of physical form or characteristics, which is 

produced or acquired in the course of public agency business. Individual salaries and 

benefits of and salary schedules relating to elected or appointed officials and employees 

of public agencies shall not be exempt from public inspection and copying. 

(c) The following public records are exempt from public inspection and copying: 

(1) Records that by law are designated confidential or by a similar term. 

(2) Records that by law may only be disclosed to specifically designated persons. 

(3) Records that, if made public pursuant to this subchapter, would cause the 

custodian to violate duly adopted standards of ethics or conduct for any profession 

regulated by the State. 

(4) Records that, if made public pursuant to this subchapter, would cause the 

custodian to violate any statutory or common law privilege other than the common law 

deliberative process privilege as it applies to the General Assembly and the Executive 

Branch agencies of the State of Vermont. 



(5)(A) Records dealing with the detection and investigation of crime, but only to the 

extent that the production of such records: 

(i) could reasonably be expected to interfere with enforcement proceedings; 

(ii) would deprive a person of a right to a fair trial or an impartial adjudication; 

(iii) could reasonably be expected to constitute an unwarranted invasion of 

personal privacy; 

(iv) could reasonably be expected to disclose the identity of a confidential 

source, including a state, local, or foreign agency or authority or any private institution 

that furnished information on a confidential basis, and, in the case of a record or 

information compiled by criminal law enforcement authority in the course of a criminal 

investigation or by an agency conducting a lawful national security intelligence 

investigation, information furnished by a confidential source; 

(v) would disclose techniques and procedures for law enforcement 

investigations or prosecutions, or would disclose guidelines for law enforcement 

investigations or prosecution if such disclosure could reasonably be expected to risk 

circumvention of the law; 

(vi) could reasonably be expected to endanger the life or physical safety of 

any individual. 

(B) Notwithstanding subdivision (A) of this subdivision (5), records relating to 

management and direction of a law enforcement agency; records reflecting the initial 

arrest of a person, including any ticket, citation, or complaint issued for a traffic violation, 

as that term is defined in 23 V.S.A. § 2302; and records reflecting the charge of a person 

shall be public. 

(C) It is the intent of the General Assembly that in construing subdivision (A) of 

this subdivision (5), the courts of this State will be guided by the construction of similar 

terms contained in 5 U.S.C. § 552(b)(7) (Freedom of Information Act) by the courts of the 

United States. 

(D) It is the intent of the General Assembly that, consistent with the manner in 

which courts have interpreted subdivision (A) of this subdivision (5), a public agency shall 

not reveal information that could be used to facilitate the commission of a crime or the 

identity of a private individual who is a witness to or victim of a crime, unless withholding 

the identity or information would conceal government wrongdoing. A record shall not be 

withheld in its entirety because it contains identities or information that have been 

redacted pursuant to this subdivision (D). 

(6) A tax return and related documents, correspondence, and certain types of 

substantiating forms that include the same type of information as in the tax return itself 

filed with or maintained by the Vermont Department of Taxes or submitted by a person 



to any public agency in connection with agency business. 

(7) Personal documents relating to an individual, including information in ar~y files 

maintained to hire, evaluate, promote, or discipline any employee of a public agency; 

information in any files relating to personal finances; medical or psychological facts 

concerning any individual or corporation; provided, however, that all information in 

personnel files of an individual employee of any public agency shall be made available 

to that individual employee or his or her designated representative. 

(8) Test questions, scoring keys, and other examination instruments or data used to 

administer a license, employment, or academic examination. 

(9) Trade secrets, meaning confidential business records or information, including 

any formulae, plan, pattern, process, tool, mechanism, compound, procedure, production 

data, or compilation of information that is not patented, which a commercial concern 

makes efforts that are reasonable under the circumstances to keep secret, and that 

gives its user or owner an opportunity to obtain business advantage over competitors 

who do not know it or use it, except that the disclosures required by 18 V.S.A. § 4632 are 

not exempt under this subdivision. 

(10) Lists of names compiled or obtained by a public agency when disclosure would 

violate a person's right to privacy or produce public or private gain; provided, however, 

that this section does not apply to lists that are by law made available to the public, or to 

lists of professional or occupational licensees. 

(11) Student records, including records of a home study student; provided, however, 

that such records shall be made available upon request under the provisions of the 

Federal Family Educational Rights and Privacy Act of 1974, 20 U.S.C. § 1232g, as may be 

amended. 

(12) Records concerning formulation of policy where such would constitute a clearly 

unwarranted invasion of personal privacy if disclosed. 

(13) Information pertaining to the location of real or personal property for public 

agency purposes prior to public announcement of the project and information pertaining 

to appraisals or purchase price of real or personal property for public purposes prior to 

the formal award of contracts thereof. 

(14) Records that are relevant to litigation to which the public agency is a party of 

record, provided all such matters shall be available to the public after ruled discoverable 

by the court before which the litigation is pending, but in any event upon final 

termination of the litigation. 

(15) Records relating specifically to negotiation of contracts, including collective 

bargaining agreements with public employees. 

(16) Any voluntary information provided by an individual, corporation, organization, 



partnership, association, trustee, estate, or any other entity in the State of Vermont, 

which has been gathered prior to the enactment of this subchapter, shall not be 

considered a public document. 

(17) Records of interdepartmental and intradepartmental communications in any 

county, city, town, village, town school district, incorporated school district, union school 

district, consolidated water district, ire district, or any other political subdivision of the 

State to the extent that they cover other than primarily factual materials and are 

preliminary to any determination of policy or action or precede the presentation of the 

budget at a meeting held in accordance with section 312 of this title. 

(18) Records of the Office of Internal Investigation of the Department of Public 

Safety, except as provided in 20 V.S.A. § 1923. 

(19) Records relating to the identity of library patrons or the identity of library 

patrons in regard to library patron registration records and patron transaction records in 

accordance with 22 V.S.A. chapter 4. 

(20) Information that would reveal the location of archaeological sites and 

underwater historic properties, except as provided in 22 V.S.A. § 761. 

(21) [Repealed.] 

(22) [Repealed.] 

(23) Any data, records, or information produced or acquired by or on behalf of 

faculty, staff, employees, or students of the University of Vermont or the Vermont State 

Colleges in the conduct of study, research, or creative efforts on medical, scientific, 

technical, scholarly, or artistic matters, whether such activities are sponsored alone by 

the institution or in conjunction with a governmental body or private entity, until such 

data, records, or information are published, disclosed in an issued patent, or publicly 

released by the institution or its authorized agents. This subdivision applies to, but is not 

limited to, research notes and laboratory notebooks, lecture notes, manuscripts, creative 

works, correspondence, research proposals and agreements, methodologies, protocols, 

and the identities of or any personally identifiable information about participants in 

research. This subdivision shall not exempt records, other than research protocols, 

produced or acquired by an institutional animal care and use committee regarding the 

committee's compliance with State law or federal law regarding or regulating animal 

care. 

(24) Records of, or internal materials prepared for, the deliberations of any public 

agency acting in a judicial or quasi judicial capacity. 

(25) Passwords, access codes, user identifications, security procedures, and similar 

information, the disclosure of which would threaten the safety of persons or the security 

of public property. 



(26) Information and records provided to the Department of Financial Regulation by 

a person for the purposes of having the Department assist that person in resolving a 

dispute with any person regulated by the Department, and any information or records 

provided by a person in connection with the dispute. 

(27) Information and records provided to the Department of Public Service or the 

Public Utility Commission by an individual for the purposes of having the Department or 

Commission assist that individual in resolving a dispute with a utility regulated by the 

Department or Commission, or by the utility or any other person in connection with the 

individual's dispute. 

(28) Records of, and internal materials prepared for, independent external reviews 

of health care service decisions pursuant to 8 V.S.A. § 4063 and of mental health care 

service decisions pursuant to 8 V.S.A. § 4064. 

(29) The records in the custody of the Secretary of State of a participant in the 

Address Confidentiality Program described in 15 V.S.A. chapter 21, subchapter 3, except 

as provided in that subchapter. 

(30) All State-controlled database structures and application code, including the 

vermontvacation.com website and Travel Planner application, which are known only to 

certain State departments engaging in marketing activities and that give the State an 

opportunity to obtain a marketing advantage over any other state, regional, or local 

governmental or nonprofit quasi-governmental entity, or private sector entity, unless any 

such State department engaging in marketing activities determines that the license or 

other voluntary disclosure of such materials is in the State's best interests. 

(31) Records of a registered voter's month and day of birth, driver's license or 

nondriver identification number, telephone number, email address, and the last four 

digits of his or her Social Security number contained in a voter registration application or 

the statewide voter checklist established under 17 V.S.A. § 2154 or the failure to register 

to vote under 17 V.S.A. § 2145a. 

(32) With respect to publicly owned, managed, or leased structures, and only to the 

extent that release of information contained in the record would present a substantial 

likelihood of jeopardizing the safety of persons or the security of public property, final 

building plans, and as-built plans, including drafts of security systems within a facility, 

that depict the internal layout and structural elements of buildings, facilities, 

infrastructures, systems, or other structures owned, operated, or leased by an agency 

before, on, or after the effective date of this provision; emergency evacuation, escape, or 

other emergency response plans that have not been published for public use; and 

vulnerability assessments, operation, and security manuals, plans, and security codes. 

For purposes of this subdivision, "system" shall include electrical, heating, ventilation, air 

conditioning, telecommunication, elevator, and security systems. Information made 

exempt by this subdivision may be disclosed to another governmental entity if disclosure 



is necessary for the receiving entity to perform its duties and responsibilities; to a 

licensed architect, engineer, or contractor who is bidding on or performing work on or 

related to buildings, facilities, infrastructures, systems, or other structures owned, 

operated, or leased by the State. The entities or persons receiving such information shall 

maintain the exempt status of the information. Such information may also be disclosed 

by order of a court of competent jurisdiction, which may impose protective conditions on 

the release of such information as it deems appropriate. Nothing in this subdivision shall 

preclude or limit the right of the General Assembly or its committees to examine such 

information in carrying out its responsibilities or to subpoena such information. In 

exercising the exemption set forth in this subdivision and denying access to information 

requested, the custodian of the information shall articulate the grounds for the denial. 

(33) The account numbers for bank, debit, charge, and credit cards held by an 

agency or its employees on behalf of the agency. 

(34) Affidavits of income and assets as provided in 15 V.S.A. § 662 and Rule 4 of the 

Vermont Rules for Family Proceedings. 

(35) [Repealed.] 

(36) Anti-fraud plans and summaries submitted for the purposes of complying with 

8 V.S.A. § 4750. 

(37) Records provided to the Department of Health pursuant to the Patient Safety 

Surveillance and Improvement System established by 18 V.S.A. chapter 43a. 

(38) Records that include prescription information containing data that could be 

used to identify a prescriber, except that the records shall be made available upon 

request for medical research, consistent with and for purposes expressed in 18 V.S.A. § 

4622 or 9410,18 V.S.A. chapter 84 or 84A, and for other law enforcement activities. 

(39) Records held by the Agency of Human Services or the Department of Financial 

Regulation, which include prescription information containing patient-identifiable data, 

that could be used to identify a patient. 

(40) Records of genealogy provided in an application or in support of an 

application for tribal recognition pursuant to chapter 23 of this title. 

(41) Documents reviewed by the Victims Compensation Board for purposes of 

approving an application for compensation pursuant to 13 V.S.A. chapter 167, except as 

provided by 13 V.S.A. §§ 5358a(b) and 7043(c). 

(42) Except as otherwise provided by law, information that could be used to identify 

a complainant who alleges that a public agency, a public employee or official, or a 

person providing goods or services to a public agency under contract has engaged in a 

violation of law, or in waste, fraud, or abuse of authority, or in an act creating a threat to 

health or safety, unless the complainant consents to disclosure of his or her identity. 



(43) Records relating to a regulated utility's cybersecurity program, assessments, 

and plans, including all reports, summaries, compilations, analyses, notes, or other 

cybersecurity information. 

(44) Records held by the Office of Professional Regulation, Board of Medical 

Practice, or another public agency that issues one or more licenses, certificates, or 

registrations to engage in aState-regulated profession or occupation if the records 

contain the telephone number, email address, physical address, or mailing address, or a 

combination of these, of an individual who has applied for or has been granted a license, 

certificate, or registration to practice a profession or occupation in this State, except that 

the public agency shall disclose any address that the individual has designated as a 

public address in the record. 

(d)(1) On or before December 1, 2015, the Office of Legislative Counsel shall compile 

lists of all Public Records Act exemptions found in the Vermont Statutes Annotated, one 

of which shall be arranged by subject area, and the other in order by title and section 

number. 

(2) On or before December 1, 2019, the Office of Legislative Counsel shall compile 

a list arranged in order by title and section number of all Public Records Act exemptions 

found in the Vermont Statutes Annotated that are repealed or are narrowed in scope on 

or after January 1, 2019. The list shall indicate: 

(A) the effective date of the repeal or narrowing in scope of the exemption; and 

(B) whether or not records produced or acquired during the period of 

applicability of the repealed or narrowed exemption are to remain exempt following the 

repeal or narrowing in scope. 

(3) The Office of Legislative Counsel shall update the lists required under 

subdivisions (1) and (2) of this subsection no less often than every two years. In compiling 

and updating these lists, the Office of Legislative Counsel shall consult with the Office of 

Attorney General. The lists and any updates thereto shall be posted in a prominent 

location on the websites of the General Assembly, the Secretary of State's Office, the 

Attorney General's Office, and the State Library and shall be sent to the Vermont League 

of Cities and Towns. 

(e)(1) For any exemption to the Public Records Act enacted or substantively amended 

in legislation introduced in the General Assembly in 2019 or later, in the fifth year after 

the effective date of the enactment, reenactment, or substantive amendment of the 

exemption, the exemption shall be repealed on July 1 of that fifth year except if the 

General Assembly reenacts the exemption prior to July 1 of the fifth year or if the law 

otherwise requires. 

(2) Legislation that enacts, reenacts, or substantively amends an exemption to the 

Public Records Act shall explicitly provide for its repeal on July 1 of the fifth year after the 



effective date of the exemption unless the legislation specifically provides otherwise. 

(fl Unless otherwise provided by law, a record produced or acquired during the period 

of applicability of an exemption that is subsequently repealed or narrowed in scope 

shall, if exempt during that period, remain exempt following the repeal or narrowing in 

scope of the exemption. (Added 1975, No. 231 (Adj. Sess.), § 1; amended 1977, No. 202 

(Adj. Sess.);1979, No. 156 (Adj. Sess.), § 6;1981, No. 227 (Adj. Sess.), § 4;1989, No. 28, § 

2;1989, No. 136 (Adj. Sess.), § 1; 1995, No. 46, §§ 23, 58; 1995, No. 159 (Adj. Sess.), § 2; 

1995, No. 167 (Adj. Sess.), § 29;1995, No. 180 (Adj. Sess.), § 38;1995, No. 182 (Adj. Sess.), 

§ 21, eff. May 22, 1996;1995, No. 190 (Adj. Sess.), § 1(a);1997, No. 159 (Adj. Sess.), § 12, 

eff. April 29,1998;1999, No. 134 (Adj. Sess.), § 3, eff. Jan. 1, 2001; 2001, No. 28, § 9, eff. 

May 21, 2001; 2001, No. 76 (Adj. Sess.), § 3, eff. Feb. 19, 2002; 2001, No. 78 (Adj. Sess.), § 

1, eff. Apr. 3, 2002; 2003, No. 59, § 1, eff. Jan. 1, 2006; 2003, No. 63, § 29, eff. June 11, 

2003; 2003, No. 107 (Adj. Sess.), § 14; 2003, No. 146 (Adj. Sess.), § 6, eff. Jan. 1, 2005; 

2003, No. 158 (Adj. Sess.), § 2; 2003, No. 159 (Adj. Sess.), § 12; 2005, No. 132 (Adj. Sess.), 

§ 1; 2005, No. 179 (Adj. Sess.), § 3; 2005, No. 215 (Adj. Sess.), § 326; 2007, No. 80, § 18; 

2007, No. 110 (Adj. Sess.), § 3; 2007, No. 129 (Adj. Sess.), § 2; 2009, No. 59, § 5; 2009, 

No. 107 (Adj. Sess.), § 5, eff. May 14, 2010; 2011, No. 59, § 3; 2011, No. 78 (Adj. Sess.), § 2, 

eff. April 2, 2012; 2011, No. 145 (Adj. Sess.), § 8, eff. May 15, 2012; 2013, No. 70, § 1; 2013, 

No. 129 (Adj. Sess.), § 1; 2013, No. 194 (Adj. Sess.), § 1, eff. June 17, 2014; 2015, No. 23, § 2; 

2015, No. 29, §§ 2, 3, 6, 23; 2015, No. 30, § 3, eff. May 26, 2015; 2015, No. 80 (Adj. Sess.), 

§ 6, eff. July 1, 2017; 2017, No. 50, § 5; 2017, No. 128 (Adj. Sess.), § 2, eff. May 16, 2018; 

2017, No. 166 (Adj. Sess.), § 3, eff. Jan. 1, 2019; 2019, No. 31, § 16; 2021, No. 54, § 2; 2023, 

No. 3, § 59, eff. March 20, 2023; 2025, No. 11, § 3, eff. September 1, 2025; 2025, No. 20, 

§ 2, eff. May 13, 2025.) 
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Title 9 : Commerce and Trade 

Chapter 150 : Securities Act 

Subchapter 006 : ADMINISTRATION AND JUDICIAL REVIEW 

(Cite as: 9 V.S.A. § 5605) 

§ 5605. Rules, forms, orders, interpretative opinions, and hearings 

(a) The Commissioner may: 

(1) issue forms and orders and, after notice and comment and in accordance with 

the provisions of 3 V.S.A. chapter 25 (Administrative Procedure Act), may adopt and 

amend rules necessary or appropriate to carry out this chapter and may repeal rules, 

including rules and forms governing registration statements, applications, notice filings, 

reports, and other records; 

(2) by rule, define terms, whether or not used in this chapter, but those definitions 

may not be inconsistent with this chapter; and 

(3) by rule, classify securities, persons, and transactions and adopt different 

requirements for different classes. 

(b) Under this chapter, a rule or form may not be adopted or amended, or an order 

issued or amended, unless the Commissioner finds. that the rule, form, order, or 

amendment is necessary or appropriate in the public interest or for the protection of 

investors and is consistent with the purposes intended by this chapter. In adopting, 

amending, and repealing rules and forms, section 5608 of this chapter applies in order 

to achieve uniformity among the states and coordination with federal laws in the form 

and content of registration statements, applications, reports, and other records, including 

the adoption of uniform rules, forms, and procedures. 

(c) Subject to 15 U.S.C. § 80b-15(h) and 15 U.S.C. § 80b-222, the Commissioner may 

require that a financial statement filed under this chapter be prepared in accordance 

with generally accepted accounting principles in the United States and comply with 

other requirements specified by rule adopted or order issued under this chapter. A rule 



adopted or order issued under this chapter may establish: 

(1) subject to 15 U.S.C. § 80b-15(h), the form and content of financial statements 

required under this chapter; 

(2) whether unconsolidated financial statements must be filed; and 

(3) whether required financial statements must be audited by an independent 

certified public accountant. 

(d) The Commissioner may in the Commissioner's sole discretion provide 

interpretative opinions or issue determinations that the Commissioner will not institute a 

proceeding or an action under this chapter against a specified person for engaging in a 

specified act, practice, or course of business if the determination is consistent with this 

chapter. A rule adopted or order issued under this chapter may establish a reasonable 

charge for interpretative opinions or determinations that the Commissioner will not 

institute an action or a proceeding under this chapter. 

(e) A penalty under this chapter may not be imposed for and liability does not arise 

from conduct that is engaged in or omitted in good faith believing it conforms to a rule, 

form, or order of the Commissioner under this chapter. 

(fl A hearing in an administrative proceeding under this chapter must be conducted in 

public unless the Commissioner for good cause consistent with this chapter determines 

that the hearing will not be so conducted. (Added 2005, No. 11, § 1, eff. July 1, 2006.) 
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Title 9 : Commerce and Trade 

Chapter 150 : Securities Act 

Subchapter 006 : ADMINISTRATION AND JUDICIAL REVIEW 

(Cite as: 9 V.S.A. § 5616) 

§ 5616. Vermont Financial Services Education and Victim Restitution Special Fund 

(a) Purpose. The purpose of this section is to provide: 

(1) funds for the purposes specified in subsection 5601(d) of this title; 

(2) restitution assistance to victims of securities violations who: 

(A) were awarded restitution in a final order issued by the Commissioner or were 

awarded restitution in the final order in a legal action initiated by the Commissioner; 

(B) have not received the full amount of restitution ordered before the 

application for restitution assistance is due; and 

(C) demonstrate to the Commissioner's satisfaction that there is no reasonable 

likelihood that they will receive the full amount of restitution in the future; and 

(3) funds for the purposes specified in section 5617 of this title. 

(b) Definitions. As used in this section: 

(1) "Claimant" means a person who files an application for restitution assistance 

under this section on behalf of a victim. The claimant and the victim may be the same but 

do not have to be the same. The term includes the named party in a restitution award in 

a final order, the executor of a named party in a restitution award in a final order, and the 

heirs and assigns of a named party in a restitution award in a final order. 

(2) "Final order" means a final order issued by the Commissioner or a final order in 

a legal action initiated by the Commissioner. 

(3) "Fund" means the Vermont Financial Services Education and Victim Restitution 

Special Fund created by this section. 



(4) "Securities violation" means a violation of this chapter and any related 

administrative rules. 

(5) "Victim" means a person who was awarded restitution in a final order. 

(6) "Vulnerable person" means: 

(A) a person who meets the definition of vulnerable person under 33 V.S.A. § 

6902(14); or 

(B) a person who is at least 60 years of age. 

(c) Eligibility. 

(1) A natural person who was a resident of Vermont at the time of the alleged fraud 

is eligible for restitution assistance. 

(2) The Commissioner shall not award securities restitution assistance under this 

section: 

(A) to more than one claimant per victim; 

(B) unless the person ordered to pay restitution has not paid the full amount of 

restitution owed to the victim before the application for restitution assistance from the 

fund is due; 

(C) if there was no award of restitution in the final order; or 

(D) to a claimant who has not exhausted his or her appeal rights. 

(d) Denial of assistance. The Commissioner shall not award restitution assistance if the 

victim: 

(1) sustained the monetary injury as a result of: 

(A) participating or assisting in the securities violation; or 

(B) attempting to commit or committing the securities violation; or 

(2) profited or would have profited from the securities violation. 

(e) Application for restitution assistance and maximum amount of restitution 

assistance award. 

(1) The Commissioner may adopt procedures and forms for application for 

restitution assistance under this section. 

(2) An application must be received by the Commissioner within two years after the 

deadline for payment of restitution established in the final order. 

(3) Except as provided in subdivision (4) of this subsection, the maximum award 

from the Fund for each claimant shall be the lesser of $25,000.00 or 25 percent of the 

amount of unpaid restitution awarded in a final order. 



(4) If the claimant is a vulnerable person, the maximum award from the Fund shall 

be the lesser of $50,000.00 or 50 percent of the amount of unpaid restitution awarded 

in the final order. 

(fl Vermont Financial Services Education and Victim Restitution Special Fund. The 

Vermont Financial Services Education and Victim Restitution Special Fund, pursuant to 

32 V.S.A. chapter 7, subchapter 5, is created to provide funds for the purposes specified 

in this section, in subsection 5601(d) of this title, and in section 5617 of this title. All 

monies received by the State for use in financial services education initiatives pursuant 

to subsection 5601(d) of this title, in providing uncompensated victims restitution 

pursuant to this section, or in providing whistleblower awards pursuant to section 5617 of 

this title shall be deposited into the Fund. The Commissioner may direct a party to 

deposit a sum not to exceed 15 percent of the total settlement amount into the Fund in 

conjunction with settling an enforcement matter within the Department's jurisdiction, as 

described in 8 V.S.A. § 11(a). Interest earned on the Fund shall be retained in the Fund. 

(g) Award not subject to execution, attachment, or garnishment. An award made by 

the Commissioner under this section is not subject to execution, attachment, 

garnishment, or other process. 

(h) State's liability for award. The Commissioner shall have the discretion to suspend 

applications and awards based on the solvency of the Fund. The State shall not be liable 

for any determination made under this section. 

(i) Subrogation of rights of State. 

(1) The State is subrogated to the rights of the person awarded restitution under 

this chapter to the extent of the award. 

(2) The subrogation rights are against the person who committed the securities 

violation or a person liable for the pecuniary loss. 

(j) Rulemaking authority. The Commissioner may adopt rules to implement this 

section. (Added 2019, No. 57, § 17a; amended 2021, No. 139 (Adj. Sess.), § 21, eff. May 27, 

2022; 2023, No. 110 (Adj. Sess.), § 20, eff. July 1, 2024.) 
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Title 8 : Banking and Insurance 

Chapter 001: Policy and Administration 

(Cite as: 8 V.S.A. § 15) 

§ 15. Rules, orders, and administrative interpretations 

(a) In addition to other powers conferred by this title and 18 V.S.A. chapter 221, the 

Commissioner may adopt rules and issue orders as shall be authorized by or necessary 

to the administration of this title and of 18 V.S.A. chapter 221, and to carry out the 

purposes of such titles. 

(b) The Commissioner may, whether or not requested by any person, issue written 

advisory interpretations, advisory opinions, non-objection letters, and no action letters 

under this title and regulations issued under it, including interpretations of the 

applicability of any provision of this title and regulations issued under it. Such 

interpretations shall be presumed to be correct unless found to be clearly erroneous by 

a court of competent jurisdiction. The Commissioner may make public all or a portion of 

an advisory interpretation. 

(c) The Commissioner may waive the requirements of 15 V.S.A. § 795(b) as the 

Commissioner deems necessary to permit the Department to participate in any national 

licensing or registration systems with respect to any person or entity subject to the 

jurisdiction of the Commissioner under this title, Title 9, or 18 V.S.A. chapter 221. 

(d) Upon written request by the Office of Child Support and after notice and 

opportunity for hearing to the licensee as required under any applicable provision of law, 

the Commissioner may revoke or suspend any license or other authority to conduct a 

trade or business (including a license to practice a profession) issued to any person 

under this title, 9 V.S.A. chapter 150, and 18 V.S.A. chapter 221, if the Commissioner finds 

that the applicant or licensee is subject to a child support order and is not in good 

standing with respect to that order or is not in full compliance with a plan to pay any and 
all child support payable under a support order as of the date the application is filed or 

as of the date of the commencement of revocation proceedings, as applicable. For 



purposes of such findings, the written representation to that effect by the Office of Child 

Support to the Commissioner shall constitute prima facie evidence. The Office of Child 

Support shall have the right to intervene in any hearing conducted with respect to such 

license revocation or suspension. Any findings made by the Commissioner based solely 

upon the written representation with respect to that license revocation or suspension 

shall be made only for the purposes of that proceeding and shall not be relevant to or 

introduced in any other proceeding at law, except for any appeal from that license 

revocation or suspension. Any license or certificate of authority suspended or revoked 

under this section shall not be reissued or renewed until the Department receives a 

certificate issued by the Office of Child Support that the licensee is in good standing with 

respect to a child support order or is in full compliance with a plan to pay any and all 

child support payable under a support order. (Added 1999, No. 153 (Adj. Sess.), § 1, eff. 

Jan. 1, 2001; amended 2009, No. 42, § 33a; 2013, No. 73, § 58, eff. June 5, 2013; 2015, 

No. 63, § 3, eff. June 17, 2015; 2019, No. 20, § 106.) 
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Deadline For Public Comment 

Deadline: Jan 08, 2026 

The deadline for public comment has expired. Contact the agency or primary contact person listed below for assistance. 

Rule Details 

Rule Number: 25P03 8 

Title: Vermont Securities Regulations 

Type: Standard 

Status: Proposed 

Agency: Department of Financial Regulation 

Legal Authority: 9 V.S.A. § 5605(a); 9 V.S.A. § 5616(j); 8 V.S.A. §15(a) 

The Vermont Securities Regulations set out requirements for issuing 
securities in Vermont and regulating those who provide investment advice 
and offer and sell securities to the public. The primary changes include: for 
inveshnent companies offering federally covered securities in Vermont, the 
revised Rule mandates electronic filings through a system to be designated 
by the Commissioner (allowed but not required under the current Rule); 

Summary: 
adding a requirement that Vermont domiciled inveshnent advisers controlling 
client funds carry errors and omissions insurance; clarifying provisions for 
administering restiturion assistance for victims of securities violations, 
including the application process; adding into regulation a current 
Deparhnent policy governing the privacy of client financial information held 
bybroker-dealers and investment advisers; updating certain provisions to 
match national model rules from North American Securities Administrators 
Association; and drafting changes for clarity. 

The Rule affects: investment advisers and broker-dealers registered in 
Vermont; representatives and agents of those investment advisers and broker-

Persons Affected: 
dealers; issuers and offerors of securities in Vermont; victims of securities 
violations that are eligible for restitution assistance; Vermonters who are 
customers of investment advisers and broker-dealers; Vermonters who 
otherwise invest insecurities; and the Department. 

Economic Impact: The Department expects the economic impact of the revisions to the Rule to 
be a net positive. The revisions change certain compliance and operating 
requirements for broker-dealers and investment advisers, including requiring 
certain investment advisers to incur the expense of purchasing additional 



insurance. Many revisions to the Rule make the legal requirements more 
clear, and conform certain provisions to model rules adopted by the North 
American Securities Administrators Association, which should create cost 
savings for regulated entities. The change to require investment companies to 
file electronic notice filings for federally covered securiries will create 
additional expense for some investment companies, but the Deparhnent 
believes the requirement is beneficial to ensure orderly submission and 
record keeping for notice filings. The Department concludes that the benefits 
of additional protection for Vermont investors outweigh any additional 
compliance costs. 

Posting date: Oct 29,2025 

Hearing Information 

Information for Hearing # 1 

Hearing 12-01-2025 1:00 PM 
date: 

Location: Virtually via MS Teams 

hops://teams.microsoft.com/1/ 

Address: meetupjoin/193ameeting_MDAwMjkIYTItMDJiZC00ODU5LWE0OTgtMjhkZTk5NDc1NGRj40thread.v2/0? 
context7b22Tid223a2220b4933b-baad-433c-9c02-70edcc7559c6222c22Oid223a228e6e8bee-36f6-4255-a55d-
f61857ec6e87227d 

City: n/a 

State: VT 

Zip: n/a 

https://teams.microsoft. com/U 
Hearing meetupjoin/193ameeting_MDAwMjklYTItMDJiZC00ODU5LWE0OTgtMjhkZTk5NDc1NGRj40thread.v2/0? 
Notes: context7b22Tid223a2220b4933b-baad-433c-9c02-70edcc7559c6222c22Oid223a228e6e8bee-36f6-4255-a55d-

f61857ec6e87227d 

Information for Rearing # 2 

Hearing 12-29-2025 11:00 AM 
date: 

Location: Virtually via MS Teams 

https://teams.microsoft.com/1/meetup-

Address: loin/ 193ameeting_YWFmYj czY2QtODE l YS00ZmU4LWI3MjktNmYwMGQ5MTg4ZDk 140thread.v2/0? 
context7b22Tid223a2220b4933b-baad-433c-9c02-70edcc7559c6222c22Oid223a228e6e8bee-36f6-4255-a55d-
f61857ec6e87227d 

City: n/a 

State: VT 

Zip: n/a 

hops://teams.microsoft. com/1/meetup-
Hearing join/193ameering_YWFmYjczY2QtODElYS00ZmU4LWI3MjktNmYwMGQ5MTg4ZDk140thread.v2/0? 
Notes: context7b22Tid223a2220b4933b-baad-433c-9c02-70edcc7559c6222c22Oid223a228e6e8bee-36f6-4255-a55d-

f61857ec6e87227d 

Contact Information 

Information for Primary Contact 

PRIMARY CONTACT PERSON - A PERSON WHO IS ABLE TO ANSWER QUESTIONS ABOUT THE CONTENT 
OF THE RULE. 

Level: Primary 

Name: Russ McCracken 

Agency: Department of Financial Regulation 

Address: 89 Main Street 

City: Montpelier 

State: VT 

Zip: 05620 

Telephone: 802-828-3301 

Fax: 



Email: russ.mccracken@vermont.gov 

Website hops://dfr.vermont.gov/about-us/legal-general-counseUproposed-rules-and-public-comment 
Address: ~ 

Information for Secondary Contact 

SECONDARY CONTACT PERSON - A SPECIFIC PERSON FROM WHOM COPIES OF FILINGS MAY BE 
REQUESTED OR WHO MAY ANSWER QUESTIONS ABOUT FORMS SUBMITTED FOR FILING IF DIFFERENT 
FROM THE PRIMARY CONTACT PERSON. 

Level: Secondary 

Name: Amanda Smith 

Agency: Department of Financial Regulation 

Address: 89 Main Street 

City: Montpelier 

State: VT 

Zip: 05620 

Telephone: 802-828-3420 

Fa1c: 

Email: amanda.smith@vermont.gov 

Keyword Information 

Keywords: 

Vermont Securities Regulation 

Vermont Uniform Securities Act 

broker dealer 

investment advisor 

victim restitution assistance 
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PAGES INCLUDING THIS COVER MEMO: 2 

*NOTE* 8-pt font in body. 12-pt font max. for headings - single space body. Please 
include dashed lines where they appear in ad copy. Otherwise minimize the use of white 
space. Exceptions require written approval. 

If you have questions, or if the printing schedule of your paper is disrupted by holiday etc. 
please contact VSARA at 802-828-3700, or E-Mail sos.statutoryfilin~s@vermont.gov, Thanks. 



PROPOSED STATE RULES 

By law, public notice of proposed rules must be given by publication in newspapers of record. The purpose of 
these notices is to give the public a chance to respond to the proposals. The public notices for administrative 
rules are now also available online at https://secure.vermont.~ov/SOS/rules/ . The law requires an agency to 
hold a public hearing on a proposed rule, if requested to do so in writing by 25 persons or an association 
having at least 25 members. 

To make special arrangements for individuals with disabilities or special needs please call or write the contact 
person listed below as soon as possible. 

To obtain further information concerning any scheduled hearing(s), obtain copies of proposed rules) or 
submit comments regarding proposed rule(s), please call or write the contact person listed below. You may 
also submit comments in writing to the Legislative Committee on Administrative Rules, State House, 
Montpelier, Vermont 05602 (802-828-2231). 

Vermont Securities Regulations 

Vermont Proposed Rule: 25P038 

AGENCY: Department of Financial Regulafion 

CONCISE SUMMARY: The Vermont Securities Regulations set out requirements for issuing securities in 
Vermont and regulating those who provide investment advice and offer and sell securities to the public. The 
primary changes include: for investment companies offering federally covered securities in Vermont, the 
revised Rule mandates electronic filings through a system to be designated by the Commissioner (allowed but 
not required under the current Rule); adding a requirement that Vermont domiciled investment advisers 
controlling client funds carry errors and omissions insurance; clarifying provisions for administering restitution 
assistance for victims of securities violations, including the application process; adding into regulation a 
current Department policy governing the privacy of client financial information held by broker-dealers and 
investment advisers; updating certain provisions to match national model rules from North American 
Securities Administrators Association; and drafting changes for clarity. 

FOR FURTHER INFORMATION, CONTACT: Russ McCracken, Assistant General Counsel, Department of Financial 
Regulation, 89 Main Street, Montpelier, VT 05620 Tel: 802-828-3301 E-mail: russ.mccracken@vermont.~ov 
URL: https://dfr.vermont.~ov/about-us/legal-general-counsel/ 
proposed-rules-and-public-comment. 

FOR COPIES: Amanda Smith, Deputy Commissioner, Department of Financial Regulation, 89 Main Street, 
Montpelier, VT 05620 Tel: 802-828-3420 E-mail: amanda.smith@vermont.~ov 
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