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SEC Proposes Amendments to Form PF; 
Division of EXAMS Publishes Observations 
from Examinations of Private Fund Advisers 

Last week, the Securities and Exchange Commission (“SEC”) proposed amendments (the “Proposed 

Amendments”) to Form PF1, the periodic report filed by registered investment advisers that manage 

private funds, and the SEC’s Division of Examinations (“EXAMS”) published a risk alert (“Risk Alert”) 

identifying compliance issues observed by EXAMS staff in examinations of registered investment 

advisers that manage private funds.2 The Proposed Amendments and the Risk Alert are each 

summarized in turn below. 

FORM PF AMENDMENTS 

On January 26, 2022, the SEC published for comment amendments to Form PF, which would increase 

the burden on private fund advisers.3 The Proposed Amendments would (1) impose new real-time 

reporting requirements upon the occurrence of certain events, (2) reduce the threshold for reporting as a 

large private equity adviser, (3) require additional information to be reported by large private equity 

advisers, and (4) change certain reporting requirements for large liquidity fund advisers. 

Background 

Form PF was introduced in 2011, when the SEC adopted Rule 204(b)-1 under the Investment Advisers 

Act of 1940 (the “Advisers Act”) requiring SEC-registered investment advisers with private fund assets 

under management of at least $150 million to file and periodically update Form PF. Form PF is a 

confidential filing required to be made on an annual basis, unless the investment adviser is a large hedge 

fund adviser or a large liquidity fund adviser, in which case the filing must be made quarterly. Information 

required to be reported on Form PF includes information regarding the adviser’s identity and assets under 

management, and information regarding the size, leverage, and performance of private funds managed 

by the adviser. Advisers with hedge fund, liquidity fund, or private equity fund assets under management 

exceeding certain specified thresholds are required to report additional information regarding those funds. 

                                                      

1  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) (“Proposing Release”).  

2  Risk Alert, Observations from Examinations of Private Fund Advisers (Jan. 27, 2022). 

3  Terms italicized in this memo are defined terms in Form PF. See Form PF: Glossary of Terms. 

https://www.friedfrank.com
https://www.sec.gov/rules/proposed/2022/ia-5950.pdf
https://www.sec.gov/rules/proposed/2022/ia-5950.pdf
https://www.sec.gov/files/private-fund-risk-alert-pt-2.pdf
https://www.sec.gov/files/formpf.pdf
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Proposed Amendments 

1. Real-Time Reporting. The Proposed Amendments would add new Sections 5 and 6 to Form PF, 

which would require large hedge fund advisers and advisers to private equity funds, respectively, 

to file a “current report” within one business day of certain reporting events. Much of the current 

report would be in check-the-box, fill-in-the-blank format, with space for narrative explanation. 

Advisers filing a current report would not complete any other sections of Form PF at the time a 

current report is filed (information in the remaining sections would be updated in the ordinary 

course during the next quarterly or annual filing). For events triggering a current report based on 

a threshold over rolling periods, multiple filings may be required. 

(a) Large Hedge Fund Advisers Reporting Qualifying Hedge Funds. Current reports would be 

required by large hedge fund advisers (those with at least $1.5 billion in hedge fund assets 

under management) with respect to their qualifying hedge funds (generally, hedge funds with 

a net asset value of at least $500 million). Events that would trigger a current report by a 

large hedge fund adviser are: 

(i) Extraordinary Investment Losses. A qualifying hedge fund experiences a cumulative 

loss equal to or greater than 20 percent of its most recent net asset value over a 

rolling 10 business day period. 

(ii) Significant Margin and Default Events. 

 A qualifying hedge fund experiences a cumulative increase in margin, collateral, 

or equivalent (collectively, “margin”) of more than 20 percent of its most recent net 

asset value over a rolling 10 business day period. 

 The adviser receives notification that a qualifying hedge fund is in default on a call 

for margin, resulting in a deficit that the qualifying hedge fund will not be able to 

cover or address by adding additional funds (taking into account any contractually 

agreed cure period). 

 The adviser determines that a qualifying hedge fund is unable to meet a call for 

increased margin. 

 A counterparty to a qualifying hedge fund (1) does not meet a call for margin, or 

fails to make any other payment in the time and form contractually required 

(taking into account any contractually agreed cure period) and (2) the amount 

involved is greater than 5 percent of the most recent net asset value of the 

qualifying hedge fund. 

(iii) Material Change in Relationship with Prime Broker. A qualifying hedge fund 

experiences a material change in its relationship with a prime broker, including a 

change concerning material trading limits or investment restrictions on the qualifying 

hedge fund or the termination of the prime broker relationship for default or breach of 

the prime brokerage agreement. 

(iv) Changes in Unencumbered Cash. The value of a qualifying hedge fund’s 

unencumbered cash declines by more than 20% of its most recent net asset value 

over a rolling 10 business day period. 
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(v) Operations Events. The adviser or a qualifying hedge fund experiences a “significant 

disruption or degradation”4 of the fund’s “key operations,”5 whether as a result of an 

event at the qualifying hedge fund, the adviser, or a service provider to the qualifying 

hedge fund. 

(vi) Withdrawals and Redemptions. The adviser receives cumulative requests for 

redemption from a qualifying hedge fund equal to or more than 50 percent of the most 

recent net asset value of the qualifying hedge fund (after netting against subscriptions 

and other contributions from investors received and contractually committed), or a 

qualifying hedge fund is unable to satisfy redemptions or suspends redemptions for 

more than 5 consecutive business days. 

(b) Private Fund Advisers Reporting Private Equity Funds. Current reports would be required by 

all private fund advisers filing Form PF with respect to all of their private equity funds. These 

reports would not be limited to large private equity advisers or private equity funds of a 

certain size. Events that would trigger a current report by an adviser to private equity funds 

are: 

(i) Adviser-led Secondary Transactions. The completion of any transaction initiated by 

the adviser or 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 its related persons. 

(ii) General Partner and Limited Partner Clawbacks. The implementation of a general 

partner clawback6 of any size or a limited partner clawback7 in excess of an aggregate 

amount equal to 10% of a private equity fund’s aggregate capital commitments. 

(iii) Removal of General Partner; Termination of Investment Period; Termination of a 

Private Equity Fund. A private equity fund, its adviser, or an affiliate receives 

notification that the fund’s investors have: (1) removed the adviser or an affiliate as 

the general partner or similar control person of the fund, (2) elected to terminate the 

fund’s investment period, or (3) elected to terminate the fund. 

                                                      

4  A “significant disruption or degradation” would be defined to mean a 20 percent disruption or degradation of 

normal volume or capacity.  

5  “Key operations” would be defined to mean operations necessary for (1) the investment, trading, valuation, 

reporting, and risk management of the reporting fund and (2) the operation of the reporting fund in accordance 

with the Federal securities laws and regulations.  

6  A “general partner clawback” would be defined to mean any obligation of the general partner, its related persons, 

or their respective owners or interest holders to restore or otherwise return performance-based compensation to 

the fund pursuant to the fund’s governing agreements. 

7  A “limited partner clawback” would be defined to mean an obligation of a fund’s investors to return all or any 

portion of a distribution made by the fund to satisfy a liability, obligation, or expense of the fund pursuant to the 

fund’s governing agreements. 
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2. Changes to Large Private Equity Adviser Reporting. 

(a) Reduction in Large Private Equity Adviser Reporting Threshold. The Proposed Amendments 

would lower the reporting threshold for large private equity advisers from $2 billion to $1.5 

billion in private equity fund assets under management. Large private equity advisers are 

required to complete Section 4 of Form PF and report additional information about each 

private equity fund they advise, which non-large private equity advisers are not required to 

complete. 

(b) Additional Questions for Large Private Equity Advisers. The Proposed Amendments would 

add seven new questions to be completed by a large private equity adviser in Section 4: 

(i) Private Equity Fund Investment Strategies. The Proposed Amendments would include 

a list of investment strategies and require the adviser to indicate the strategy(ies) that 

best describe a private equity fund’s investment strategy(ies) by percent of deployed 

capital. 

(ii) Restructuring/Recapitalization of a Portfolio Company. The Proposed Amendments 

would require the adviser to indicate whether a portfolio company of a private equity 

fund was restructured or recapitalized following the fund’s investment period, and if 

so, to provide the name of the portfolio company and the effective date of the 

restructuring or recapitalization. 

(iii) Investments in Different Levels of a Single Portfolio Company’s Capital Structure by 

Related Funds. The Proposed Amendments would require the adviser to indicate 

whether a private equity fund held an investment in one class, series, or type of 

securities (e.g., debt, equity, etc.) of a portfolio company while another fund advised 

by the adviser or its related persons concurrently held an investment in a different 

class, series, or type of securities of the same portfolio company, and if so, to provide 

the name of the portfolio company and a description of the class, series, or type of 

securities held. 

(iv) Fund-level Borrowings. The Proposed Amendments would require the adviser to 

report whether a private equity fund borrows or has the ability to borrow at the fund 

level as an alternative or complement to the financing of portfolio companies. If a fund 

engages in fund-level borrowing, the Proposed Amendments would require the 

adviser to indicate the type of financing available to the fund, and to provide (1) the 

total dollar amount available and (2) the average amount borrowed over the reporting 

period. 

(v) Financing of Portfolio Companies. The Proposed Amendments would require the 

adviser to report whether it or any of its related persons provide financing or otherwise 

extend credit to any portfolio company in which a private equity fund invests, and to 

quantify the total dollar value of all such financing or other extension of credit. 

(vi) Floating Rate Borrowings of Controlled Portfolio Companies (“CPCs”). The Proposed 

Amendments would require the adviser to report what percentage of the aggregate 

borrowings of a private equity fund’s CPCs is at a floating rate rather than a fixed rate. 

(vii) CPCs Owned by Private Equity Funds. The Proposed Amendments would require the 

adviser to report how many CPCs a private equity fund owns. 
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In addition to the new questions, the Proposed Amendments would amend three existing 

questions in Section 4: 

(c) Events of Default. The Proposed Amendments would require the adviser to provide more 

granular information about the nature of reported events of default, such as whether it is a 

payment default by the private equity fund or a CPC, or a default relating to a failure to 

uphold terms under the applicable borrowing agreement (other than a failure to make 

regularly scheduled payments). 

(d) Bridge Financing to CPCs. The Proposed Amendments would require the adviser to provide 

additional counterparty identifying information for institutions providing bridge financing to the 

adviser’s CPCs and, if a counterparty is affiliated with a major financial institution, the name 

of the financial institution. 

(e) Geographic Breakdown of Investments. The Proposed Amendments would require the 

adviser to report all countries to which a private equity fund has exposure of 10 percent or 

more of its net asset value, and to categorize investments based on concentrations of risk 

and economic exposure. Regional level reporting would be removed from the question. 

3. Changes to Large Liquidity Fund Adviser Reporting. The Proposed Amendments would require 

large liquidity fund advisers to report substantially the same information that money market funds 

would report on Form N-MFP,8 as the SEC proposes to amend that form. 

The Proposing Release includes 118 questions seeking comments on the Proposed Amendments. 

Comments will be due 30 days after the Proposing Release is published in the Federal Register. 

DIVISION OF EXAMS OBSERVATIONS FROM EXAMINATIONS OF PRIVATE FUND ADVISERS 

On January 27, 2022, EXAMS published the Risk Alert identifying compliance issues observed by 

EXAMS staff in examinations of registered investment advisers that manage private funds.9 The Risk 

Alert follows a June 2020 risk alert published by EXAMS on this same topic.10 The compliance issues 

identified in the Risk Alert fall into four categories: (1) conduct inconsistent with disclosures, (2) 

insufficient disclosures regarding performance and marketing, (3) insufficient due diligence regarding 

investments, and (4) misleading hedge clauses. EXAMS staff’s specific observations in each of these 

categories are further described below. 

Conduct Inconsistent with Disclosures 

The Risk Alert describes the following failures by private fund advisers to act consistently with material 

disclosures to clients or investors: 

 Failure to obtain informed consent from limited partner advisory committees, advisory boards, or 

advisory committees (collectively, “LPACs”) required under fund disclosures. EXAMS staff 

observed private fund advisers that, in contravention of fund disclosures, (1) failed to bring 

conflicts to LPACs for review and consent, (2) did not obtain consent from the LPAC until after the 

                                                      

8  Money Market Fund Reforms, Investment Company Act Release No. 34441 (Dec. 15, 2021). 

9  Risk Alert, Observations from Examinations of Private Fund Advisers (Jan. 27, 2022). 

10  Risk Alert, Observations from Examinations of Investment Advisers Managing Private Funds (June 23, 2020). 

https://www.sec.gov/rules/proposed/2021/ic-34441.pdf
https://www.sec.gov/files/private-fund-risk-alert-pt-2.pdf
https://www.sec.gov/files/Private%20Fund%20Risk%20Alert_0.pdf
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transaction had occurred, and (3) obtained approval after providing the LPAC with incomplete 

information. 

 Failure to follow practices described in fund disclosures regarding the calculation of post-

commitment period fund-level management fees. EXAMS staff observed private fund advisers 

that (1) did not follow practices described in fund disclosures regarding management fee 

calculations during a private fund’s post-commitment period, which resulted in investors paying 

excess management fees and (2) used broad, undefined terms in governing documents, such as 

“impaired,” “permanently impaired,” “written down,” or “permanently written down,” but did not 

implement policies and procedures reasonably designed to apply these terms consistently when 

calculating management fees. 

 Failure to comply with LPA liquidation and fund extension terms. EXAMS staff observed private 

fund advisers that extended the terms of private equity funds without obtaining the required 

approvals or without complying with the liquidation provisions described in the funds’ governing 

documents, which resulted in potentially inappropriate management fees being charged to 

investors. 

 Failure to invest in accordance with fund disclosures regarding investment strategy. EXAMS staff 

observed private fund advisers that (1) did not comply with investment strategies or limitations in 

fund disclosures and (2) caused funds to exceed leverage limitations detailed in fund disclosures. 

 Failures relating to recycling practices. EXAMS staff observed private fund advisers that did not 

accurately describe the “recycling” practices utilized by their funds or omitted material information 

from such disclosures, which in some instances may have caused private fund advisers to collect 

excess management fees. 

 Failure to follow fund disclosures regarding adviser personnel. EXAMS staff observed advisers 

that (1) did not adhere to the governing documents’ “key person” process after the departure of 

several principals and (2) did not provide accurate information to investors reflecting the status of 

key previously employed portfolio managers. 

Failures Regarding Performance and Marketing Disclosures 

The Risk Alert describes the following failures by private fund advisers relating to performance and 

marketing: 

 Misleading material information about a track record. EXAMS staff observed private fund advisers 

that (1) provided inaccurate or misleading disclosures about their track record, including how 

benchmarks were used or how the portfolio for the track record was constructed (e.g., cherry 

picking and omitting disclosure about the impact of leverage on performance) and (2) utilized 

stale performance information in presentations to potential investors or track records that did not 

accurately reflect fees and expenses. 

 Inaccurate performance calculations. EXAMS staff observed private fund advisers that presented 

inaccurate performance calculations and used inaccurate underlying data, thereby leading to 

inaccurate and potentially misleading disclosures regarding performance. 

 Failure to support adequately, or omissions of material information about, predecessor 

performance. EXAMS staff observed private fund advisers that (1) did not maintain books and 

records supporting predecessor performance as required under Advisers Act Rule 204-2(a)(16), 
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(2) marketed incomplete prior track records, and (3) advertised performance that persons at the 

adviser were not primarily responsible for achieving at prior advisers. 

 Misleading statements regarding awards or other claims. EXAMS staff observed private fund 

advisers that (1) marketed awards received, but failed to make full and fair disclosures about the 

criteria for obtaining the awards, the amount of any fee paid by the adviser to receive the awards, 

and any amounts paid to the grantor of the awards for the adviser’s right to promote its receipt of 

the awards and (2) incorrectly claimed their investments were “supported” or “overseen” by the 

SEC or the United States government. 

Insufficient Due Diligence Regarding Investments and Service Providers 

EXAMS staff observed the following potential failures to conduct a reasonable investigation into an 

investment, to follow the due diligence process described to clients or investors, and to adopt and 

implement reasonably designed due diligence policies and procedures pursuant to Advisers Act Rule 

206(4)-7: 

 Lack of a reasonable investigation into underlying investments or funds. EXAMS staff observed 

private fund advisers that (1) did not perform reasonable investigations of investments in 

accordance with their policies and procedures and (2) failed to perform adequate due diligence 

on important service providers such as alternative data providers and placement agents. 

 Inadequate policies and procedures regarding investment due diligence. EXAMS staff observed 

private fund advisers that did not appear to maintain reasonably designed policies and 

procedures regarding due diligence of investments tailored to their advisory businesses. 

Misleading Hedge Clauses 

EXAMS staff observed private fund advisers that included potentially misleading hedge clauses in 

documents that purported to waive or limit the Advisers Act fiduciary duty except for certain exceptions, 

such as a non-appealable judicial finding of gross negligence, willful misconduct, or fraud. The Risk Alert 

states that such clauses could be inconsistent with Section 206 of the Advisers Act, which imposes a 

fiduciary duty upon investment advisers, and Section 215(a) of the Advisers Act, which voids any 

contractual provision that waives compliance with the Advisers Act. 

The Risk Alert encourages private fund advisers to review their practices and written policies and 

procedures, including the implementation of those policies and procedures, to address the issues 

identified by EXAMS staff. 

* * * 
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