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Overview of Proposed Updates

• Proposed Amendment to Form PF

– Amendments to Form PF to Require Current Reporting and Amend Reporting
Requirements for Large Private Equity Advisers and Large Liquidity Fund Advisers,
Release No. IA-5950 (Jan. 26, 2022).

• Proposed New and Amended Advisers Act Rules for Private Fund 
Advisers

– Private Fund Advisers; Documentation of Registered Investment Adviser Compliance
Reviews, Release No. IA-5955 (Feb. 9, 2022)
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SEC Proposes to 
Amend Form PF to 
Enhance Systemic 
Risk Monitoring



Key 
Takeaways

1
Form PF Current Reporting

Potentially transforms Form PF into a current reporting form for large
hedge fund advisers and advisers to private equity funds

2
Reporting Threshold for Section 4 of Form PF

The reporting threshold applicable to large private equity advisers 
would be reduced from $2 billion to $1.5 billion in private equity fund 
AUM, thereby expanding applicability of Section 4 of Form PF

3
Form N-MFP 

The proposed rules include a new large liquidity fund adviser reporting 
requirement, essentially requiring such advisers to report the same 
information that money market funds report on Form N-MFP 
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Form PF Current Reporting Proposal

• Form PF currently requires large hedge fund advisers to file quarterly and private 
equity advisers (and other private fund advisers) to file annually 

– The existing requirements remain the same

• The SEC has proposed current reporting due within one business day of  
triggering event

– 9 triggering events for large hedge fund advisers

– 3 triggering events for advisers to private equity funds
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Current Reporting Triggering Events

Large 
Hedge 
Fund 

Advisers

Extraordinary 

Investment 

Losses

A loss equal to or greater 
than 20% of a fund’s 
most recent net asset 
value over a rolling 10 
business day period.

Margin Increases 

A cumulative increase 
in margin of more than 
20% of the reporting 
fund’s most recent net 

asset value over a 
rolling 10-business-day 

period.

Margin Defaults

A fund’s margin default 
or inability to meet a 

call for margin. 

Counterparty 

Defaults 

A counterparty to the 
reporting fund (1) does not 

meet a call for margin or has 
failed to make any other 
payment, in the time and 

form contractually required; 
and (2) the amount involved 

is greater than 5% of the 
most recent NAV of the 

reporting fund. 

Material Changes 

in Prime Broker 

Relationships 

Material changes to the 
fund’s ability to trade or 

an outright termination of 
the prime brokerage 

relationship for default or 
breach of the prime 

brokerage agreement.
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Current Reporting Triggering Events

Large 
Hedge 
Fund 

Advisers

Changes in 

Unencumbered 

Cash

The value of the reporting 
fund’s unencumbered cash 
declines by more than 20% 
of the reporting fund’s most 
recent net asset value over 
a rolling 10-business-day 

period. 

Operations Events

The adviser or reporting 
fund experiences a 

“significant disruption or 
degradation” of the 

reporting fund’s “key 
operations”. 

Redemptions in 

Excess of 50% of 

the Fund’s NAV

Cumulative requests 
for redemption 

exceeding 50% of the 
most recent NAV. 

Inability to 

Satisfy 

Redemptions

Unable to satisfy 
redemptions or suspends 

redemptions for more 
than five consecutive 

business days.
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Current Reporting Triggering Events

Advisers 
to 

Private 
Equity 
Funds

Execution of an 

Adviser-Led 

Secondary 

Transaction

GP or LP 

Clawback

Removal of Fund’s GP, 

Termination of a 

Fund’s Investment 

Period, or 

Termination of a Fund
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Investor Reporting 
and Investment 
Adviser 
Documentation 
Proposal



Overview

• Proposed changes applicable to registered investment advisers:

– Quarterly investor reporting requirements

– Private fund annual audit requirement

– Fairness opinion requirement for adviser-led secondaries transactions

– Annual review of compliance program

• Proposed changes applicable to all advisers:

– Proposed prohibition on certain activities

– Proposed reforms to side letters and “preferential treatment” of certain investors

• The SEC has posed questions for comment asking whether other parts
of the proposed rules should also apply to exempt reporting advisers
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Proposed Quarterly Reporting Requirement

• Private fund advisers are not currently subject to investor reporting requirements 
under the Investment Advisers Act

• The proposed rules would require a registered private fund adviser to prepare a 
quarterly statement for each private fund that it advises (directly or indirectly) 
that has at least two full calendar quarters of operating results

• Must be distributed to investors within 45 days of the calendar quarter end
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Proposed Quarterly Reporting Requirement

• Quarterly Reports Would Include (with prominent disclosure):

1. Fund table

2. Portfolio investment table

3. Performance data depending on whether the fund is a liquid or illiquid fund

4. Consolidated reporting to cover substantially similar pools of assets, if meaningful

• No relief has been proposed for registered CPOs that distribute quarterly reports
to investors
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Proposed Private Fund Audit Rule

• Requires registered private fund advisers to obtain an audited financial 
statement for each private fund annually and upon liquidation 

• Must distribute to investors “promptly” after the audit’s completion 

• The fund’s auditor would be required to notify the SEC upon the auditor’s 
termination or issuance of a modified opinion
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Proposed Prohibition on Certain Activities

• Applicable to all advisers to private funds, regardless of registration status

• Proposed rule prohibits private fund advisers from, directly or indirectly, 
engaging in certain sales practices, conflicts of interest, and compensation 
arrangements

• Each of these prohibitions presents a change to existing market standard 
practices

• Current approach to regulation generally permits these activities provided that 
the adviser discloses the activities to investors prior to its subscription
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Proposed Prohibition on Certain Activities

• The proposal prohibits all private fund advisers from:
– Seeking reimbursement, indemnification, exculpation, or limitation of its liability by the private 

fund or its investors for a breach of fiduciary duty, willful misfeasance, bad faith, negligence, 
or recklessness in providing services to the private fund

– Charging the following fees and expenses to a private fund or portfolio investment: 
– Accelerated monitoring fees

– Fees or expenses associated with an examination or investigation of the adviser or its related persons by 
governmental or regulatory authorities

– Regulatory or compliance expenses or fees of the adviser or its related persons

– Fees and expenses related to a portfolio investment on a non-pro-rata basis when multiple private funds and 
other clients advised by the adviser or its related persons have invested (or propose to invest) in the same 
portfolio investment

– Borrowing money, securities, or other fund assets, or receiving an extension of credit, from a 
private fund client

– Reducing the amount of any adviser clawback by the amount of certain taxes
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Side Letters and the Prohibition of Preferential 
Treatment

• Applicable to all private fund advisers

• Advisers would be prohibited from providing preferential terms to certain 
investors regarding redemption or portfolio holdings or exposures information

• Other preferential treatment may only be provided to investors if the adviser 
provides written disclosures of such preferential treatment to prospective and 
current investors

– SEC noted that terms that are considered “preferential” depend on the facts and 
circumstances

• Proposed rules could significantly impact side letter practice
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Proposal for Adviser-Led Secondaries

• A registered private fund adviser would be required to provide investors with

– A fairness opinion from an independent opinion provider; and 

– A summary of any material business relationships the adviser or any of its related 
persons has, or has had within the past two years, with the independent opinion 
provider.

• The proposed definition of “adviser-led secondary transaction” is:

– Any transaction initiated by the investment adviser or any of its related persons that 
offers private fund investors the choice to (1) sell all or a portion of their interests in the 
private fund; or (2) convert or exchange all or a portion of their interests in the private 
fund for interests in another vehicle advised by the adviser or any of its related persons 
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Proposal for Adviser-Led Secondaries

• The SEC is expressing an interest in reporting adviser-led secondary transactions

– Inclusion of an adviser-led secondaries transaction as a triggering event under the Form 
PF amendments

– The proposed fairness opinion requirement

• Possibly an indication of increased SEC scrutiny and regulation of these 
transactions
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Annual Review of Compliance Program

• Under the proposed rules, registered investment advisers would be subject to a
requirement to document, in writing, the annual review of their compliance
policies and procedures

• Such documentation would allow SEC staff to determine whether the adviser has
complied with the SEC’s compliance rule
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What’s Next?

• Form PF Proposal Comment Period

– 30 days from publication in the Federal Register 

• Investor Reporting and Documentation Proposal Comment Period

– The longer of 30 days from publication in the Federal Register or April 11

• OTHER RULE PROPOSALS

– Beneficial Ownership Reporting

– Cybersecurity
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