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IV. INVESTMENT ADVISERS AND INVESTMENT COMPANIES
A. Focus Areas for Examinations of RIAs 
The Division remains focused on whether the various aspects of RIAs’ operations 
and compliance practices have appropriately adopted and considered current market 
factors, such as those that might impact valuation and the accuracy of RIA regulatory 
filings. During a typical examination, the Division reviews the compliance programs and 
related disclosures of RIAs in one or more core areas, such as custody and safekeeping 
of client assets, valuation, portfolio management, and brokerage and execution. Often 
examinations also include a review for conflicts, compliance issues and the oversight and 
approval process related to RIA fees and expenses, including: (1) the calculation of fees; 
(2) alternative ways that RIAs may try to maximize revenue, including revenue earned on 
clients’ bank deposit sweep programs; and (3) excessive fees.  

In addition to reviewing these core focus areas, examinations will review RIA policies and 
procedures for retaining and monitoring electronic communications and selecting and 
using third-party service providers.

As in previous years, the Division prioritizes RIAs that have never been examined, 
including recently registered firms, and those that have not been examined for a number of 
years. Typically, these examinations focus on firms’ compliance programs. 

B.  Focus Areas for Registered Investment Companies, Including  
Mutual Funds and ETFs

The Division prioritizes examinations of registered investment companies, including 
mutual funds and ETFs, given their importance to retail investors. The perennial focus 
areas for such examinations include, among other topics, an assessment of registered 
investment companies’ compliance programs and governance practices, disclosures to 
investors, and accuracy of reporting to the SEC. 

The Division will focus on the fiduciary obligations of RIAs to registered investment 
companies, particularly with respect to their receipt of compensation for services, or 
other material payments made by such registered investment companies and other 
sources. As part of its review of registered investment companies’ compliance programs 
and governance practices, the Division will continue to evaluate boards’ processes for 
assessing and approving advisory and other fund fees, particularly for funds with weaker 
performance relative to their peers. In addition, the Division will assess the effectiveness of 
funds’ derivatives risk management programs and liquidity risk management programs, as 
applicable. 
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The Division will also focus on funds with specific characteristics, such as: (1) turnkey 
funds, to review their operations and assess effectiveness of their compliance programs;3 
(2) mutual funds that converted to ETFs, to assess governance and disclosures associated 
with the conversion to an ETF; (3) non-transparent ETFs, to assess compliance with the 
conditions and other material terms of their exemptive relief; (4) loan-focused funds, such 
as leveraged loan funds and funds focused on collateralized loan obligations, for liquidity 
concerns and to review whether the funds have been significantly impacted by, and have 
adapted to, elevated interest rates; and (5) medium and small fund complexes that have 
experienced excessive staff attrition, to focus on whether such attrition has affected 
the funds’ controls and operations. The Division will also monitor the proliferation of 
volatility-linked and single-stock ETFs, and may review such funds’ disclosures, marketing, 
conflicts, and compliance with portfolio management disclosures, among other things.

As with RIA examinations, the Division will prioritize registered investment companies 
that have never been examined, including recently registered investment companies, and 
those that have not been examined in a number of years. These examinations often focus 
on corporate governance, the advisory contract approval process, fund code of ethics, 
practices that deviate from disclosures, and the implementation and effectiveness of the 
fund’s compliance program, including the oversight of service providers through which the 
fund conducts its activities.

V. BROKER-DEALER AND EXCHANGE EXAMINATION PROGRAM
A. Broker-Dealers
The Division has long emphasized the importance 
of robust broker-dealer compliance and supervisory 
programs as a proactive measure to ensure compliance 
with the federal securities laws. This year, the Division 
intends to focus examinations on broker-dealer 
compliance and supervisory programs generally, including 
those for electronic communications related to firm 
business, as well as the recordkeeping for those electronic 
communications. 

3 In this context, the term “turnkey funds” references funds that utilize a turnkey solutions provider 
for infrastructure purposes (i.e., to organize, operate, and service the funds, such as governance and 
compliance services).
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