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Introduction

Some private equity fund advisers believe their business model doesn’t fit well within 
the Advisers Act. For instance, monitoring the personal securities trades of staff seems 
outside the scope of a business that manages a group of portfolio companies.

Regardless of this view, it’s been less than 10 years since Congress acted to require private 
equity fund advisers of a certain size to register with the SEC as investment advisers. 

The Dodd-Frank reforms that grew out of the financial crisis repealed the exemption that 
permitted private equity fund advisers to avoid SEC registration. 

The upshot is that private equity fund advisers that manage at least $150 million in assets 
must register as SEC RIAs and conduct their business in accordance with the Advisers 
Act. This means you must keep certain books and records, maintain a written code of 
ethics, review staff personal trades at least quarterly, you must keep and update your 
firm’s Form ADV, as well as name a chief compliance officer, have written compliance 
policies and procedures and conduct an annual review.

A reality that’s setting in
Like it or not, the reality is that a private equity fund adviser must do this and more to 
comply with SEC rules. On top of all of this, you face the possibility of being examined 
by the SEC’s Office of Compliance Inspections and Examinations (OCIE) to gauge the 
effectiveness of your firm’s compliance program and adherence to SEC rules.

This book, published by Regulatory Compliance Watch, aims to guide you through the 
most pressing aspects of the SEC’s compliance rules to help you stay in compliance. 

Our website, www.regcompliancewatch.com, offers subscribers links to the Advisers Act 
and other SEC rules. One of the most relevant rules for you is Advisers Act rule 206(4)-8 
(pooled investment vehicles). This can be seen as a catch-all rule that permits the SEC 
to target firms that make “any untrue statement of a material fact or to omit to state a 
material fact” for investors. 

This rules attests to the need of private equity fund advisers to avoid misstatements 
and missteps with investors because the penalty for violations can be painful not just in 
reputational loss, but monetarily as well.

Rule 206(4)-8 also points to the importance in making accurate disclosures to investors 
and potential investors.

This book will give you a concrete look at what regulatory topics interest examiners when 
it comes to private equity. Expect that regulators will be on the lookout for signs of an 
adviser who gives certain limited partners preferential treatment. 
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Another common theme echoed time and again by regulators is the treatment of fees 
and expenses, especially broken-deal and overhead expenses. We’ve also seen regulators 
examining the receipt by advisers of accelerated fees for monitoring their portfolio 
companies.

Be aware that a long-standing issue that has lost some of its luster among regulators is 
whether private equity fund advisers that received transaction-based compensation should 
register as broker-dealers. This doesn’t mean the risk has diminished, though.

Finally, know that if you’re with an SEC registered private fund adviser, the firm must file 
a Form PF. These forms will ask about issues such as the amount of leverage and use of 
bridge financing. Firms have faced enforcement actions for failing to file required Form 
PFs.

Private Equity Enforcement Insight

IA Watch’s Private Equity Enforcement Lessons Learned: Compliance Guidance for 
the PE Business Model is designed to provide you with insight on the current private 
equity enforcement and compliance landscape, best practices and guidance, as well as 
pertinent documents on the subject.  The coverage is indicative of what can be found at IA 
Watch, the most authoritative source and all-in-one regulatory compliance service offering 
best practices, guidance and tools to help advisory firms keep in compliance.

For additional information, or to subscribe, contact the IA Watch team at 1-800-455-5844 
(option 2, prompt 4).  To request a FREE trial, visit www.IAWatch.com/FreeTrial.

http://www.IAWatch.com/FreeTrial
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