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DEFINITIONS 

Section 202(a) of the Investment Advisers Act of 1940.  

(a) IN GENERAL.- 

 (29) PRIVATE FUND.—The term ‘private fund’ means an issuer that would be an 
investment company under section 3(a) of the Investment Company Act of 1940 (15 U.S.C. 80a-
3(a)) but for the exception provided from that definition by either section 3(c)(1) or section 
3(c)(7) of such Act. 

 (30) FOREIGN PRIVATE FUND ADVISER.—The term ‘foreign private fund adviser’ 
means an investment adviser who— 

 (A) has no place of business in the United States;  

 (B) during the preceding 12 months has  had— 

 (i) fewer than 15 clients in the United States; and  

 (ii) assets under management attributable to clients in the United States of less than 
$25,000,000, or such higher amount as the Commission may, by rule, deem appropriate in the 
public interest or for the protection of investors; and  

 (C) neither holds itself out generally to the public in the United States as an investment 
adviser, nor acts as an investment adviser to any investment company registered under the 
Investment Company Act of 1940, or a company which has elected to be a business development 
company pursuant to section 54 of the Investment Company Act of 1940 (15 U.S.C.17 80a-53) 
and has not withdrawn such election.’’. 

REGISTRATION OF INVESTMENT ADVISERS 

Section 203 of the Investment Advisers Act of 1940.   

 (a)  NECESSITY OF REGISTRATION.- Except as provided in subsection (b) of this section 
and section 80b-3a of this title, it shall be unlawful for any investment adviser, unless registered 
under this section, to make use of the mails or any means or instrumentality of interstate 
commerce in connection with his or its business as an investment adviser. 

 (b)  INVESTMENT ADVISERS WHO NEED NOT BE REGISTERED. - The provisions of 
subsection (a) of this section shall not apply to-- 

 (1)  any investment adviser, except an investment adviser who acts as an investment 
adviser to any private fund, all of whose clients are residents of the State within which such 
investment adviser maintains his or its principal office and place of business, and who does not 
furnish advice or issue analyses or reports with respect to securities listed or admitted to unlisted 
trading privileges on any national securities exchange; 
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 (2)  any investment adviser whose only clients are insurance companies; 

 (3) any investment adviser who during the course of the preceding twelve months has 
had fewer than fifteen clients and who neither holds himself out generally to the public as an 
investment adviser nor acts as an investment adviser to any investment company registered under 
subchapter I of this chapter, or a company which has elected to be a business development 
company pursuant to section 80a-53 of this title and has not withdrawn its election. For purposes 
of determining the number of clients of an investment adviser under this paragraph, no 
shareholder, partner, or beneficial owner of a business development company, as defined in this 
subchapter, shall be deemed to be a client of such investment adviser unless such person is a 
client of such investment adviser separate and apart from his status as a shareholder, partner, or 
beneficial owner; 

 (3) any investment adviser that is a foreign private fund adviser;  

 (4) any investment adviser that is a charitable organization, as defined in section 
3(c)(10)(D) of the Investment Company Act of 1940 [15 U.S.C. 80a-3(c)(10)(D)], or is a trustee, 
director, officer, employee, or volunteer of such a charitable organization acting within the scope 
of such person's employment or duties with such organization, whose advice, analyses, or reports 
are provided only to one or more of the following: 

 (A)  any such charitable organization; 

 (B)  a fund that is excluded from the definition of an investment company under 
section 3(c)(10)(B) of the Investment Company Act of 1940 [15 U.S.C. 80a-3(c)(10)(B)]; or 

 (C)  a trust or other donative instrument described in section 3(c)(10)(B) of the 
Investment Company Act of 1940 [15 U.S.C. 80a-3(c)(10)(B)], or the trustees, administrators, 
settlors (or potential settlors), or beneficiaries of any such trust or other instrument; 

 (5)  any plan described in section 414(e) of title 26, any person or entity eligible to 
establish and maintain such a plan under title 26, or any trustee, director, officer, or employee of 
or volunteer for any such plan or person, if such person or entity, acting in such capacity, 
provides investment advice exclusively to, or with respect to, any plan, person, or entity or any 
company, account, or fund that is excluded from the definition of an investment company under 
section 3(c)(14) of the Investment Company Act of 1940 [15 U.S.C. 80a-3(c)(14)]; or 

 (6)  any investment adviser that is registered with the Commodity Futures Trading 
Commission as a commodity trading advisor whose business does not consist primarily of acting 
as an investment adviser, as defined in section 80b-2(a)(11) of this title, and that does not act as 
an investment adviser to— 

 (A)  an investment company registered under subchapter I of this chapter; or 

 (B)  a company which has elected to be a business development company pursuant to 
section 80a-53 of this title and has not withdrawn its election; or 

 (C) a private fund; 
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 (7) any investment adviser who solely advises 

 (A) small business investment companies licensed under the Small Business 
Investment Act of 1958; 

 (B) have received from the Small Business Administration notice to proceed to 
qualify for a license, which notice or license has not been revoked; or 

 (C) applicants, related to one or more licensed small business investment companies 
covered in subparagraph (A), that have applied for another license, which application remains 
pending. 

 (c) PROCEDURE FOR REGISTRATION; FILING OF APPLICATION; EFFECTIVE DATE OF 
REGISTRATION; AMENDMENT OF REGISTRATION. 

 (1) An investment adviser, or any person who presently contemplates becoming an 
investment adviser, may be registered by filing with the Commission an application for 
registration in such form and 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: 

 (A)  the name and form of organization under which the investment adviser engages or 
intends to engage in business; the name of the State or other sovereign power under which such 
investment adviser is organized; the location of his or its principal business office and branch 
offices, if any; the names and addresses of his or its partners, officers, directors, and persons 
performing similar functions or, if such an investment adviser be an individual, of such 
individual; and the number of his or its employees; 

 (B)  the education, the business affiliations for the past ten years, and the present 
business affiliations of such investment adviser and of his or its partners, officers, directors, and 
persons performing similar functions and of any controlling person thereof; 

 (C)  the nature of the business of such investment adviser, including the manner of 
giving advice and rendering analyses or reports; 

 (D)  a balance sheet certified by an independent public accountant and other financial 
statements (which shall, as the Commission specifies, be certified); 

 (E)  the nature and scope of the authority of such investment adviser with respect to 
clients' funds and accounts; 

 (F)  the basis or bases upon which such investment adviser is compensated; 

 (G)  whether such investment adviser, or any person associated with such investment 
adviser, is subject to any disqualification which would be a basis for denial, suspension, or 
revocation of registration of such investment adviser under the provisions of subsection (e) of 
this section; and 
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 (H) a statement as to whether the principal business of such investment adviser 
consists or is to consist of acting as investment adviser and a statement as to whether a 
substantial part of the business of such investment adviser, consists or is to consist of rendering 
investment supervisory services. 

 (2)  Within forty-five days of the date of the filing of such application (or within such 
longer period as to which the applicant consents) the Commission shall-- 

 (A)  by order grant such registration; or 

 (B)  institute proceedings to determine whether registration should be denied. Such 
proceedings shall include notice of the grounds for denial under consideration and opportunity 
for hearing and shall be concluded within one hundred twenty days of the date of the filing of the 
application for registration. At the conclusion of such proceedings the Commission, by order, 
shall grant or deny such registration. The Commission may extend the time for conclusion of 
such proceedings for up to ninety days if it finds good cause for such extension and publishes its 
reasons for so finding or for such longer period as to which the applicant consents. 

 The Commission shall grant such registration if the Commission finds that the 
requirements of this section are satisfied and that the applicant is not prohibited from registering 
as an investment adviser under section 80b-3a of this title. The Commission shall deny such 
registration if it does not make such a finding or if it finds that if the applicant were so registered, 
its registration would be subject to suspension or revocation under subsection (e) of this section. 

 (d)  OTHER ACTS PROHIBITED BY SUBCHAPTER. - Any provision of this subchapter 
(other than subsection (a) of this section) which prohibits any act, practice, or course of business 
if the mails or any means or instrumentality of interstate commerce are used in connection 
therewith shall also prohibit any such act, practice, or course of business by any investment 
adviser registered pursuant to this section or any person acting on behalf of such an investment 
adviser, irrespective of any use of the mails or any means or instrumentality of interstate 
commerce in connection therewith. 

 (e)  CENSURE, DENIAL, OR SUSPENSION OF REGISTRATION; NOTICE AND HEARING. - The 
Commission, by order, shall censure, place limitations on the activities, functions, or operations 
of, suspend for a period not exceeding twelve months, or revoke the registration of any 
investment adviser if it finds, on the record after notice and opportunity for hearing, that such 
censure, placing of limitations, suspension, or revocation is in the public interest and that such 
investment adviser, or any person associated with such investment adviser, whether prior to or 
subsequent to becoming so associated-- 

 (1)  has willfully made or caused to be made in any application for registration or 
report required to be filed with the Commission under this subchapter, or in any proceeding 
before the Commission with respect to registration, any statement which was at the time and in 
the light of the circumstances under which it was made false or misleading with respect to any 
material fact, or has omitted to state in any such application or report material fact which is 
required to be stated therein. 
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 (2)  has been convicted within ten years preceding the filing of any application for 
registration or at any time thereafter of any felony or misdemeanor or of a substantially 
equivalent crime by a foreign court of competent jurisdiction which the Commission finds-- 

 (A)  involves the purchase or sale of any security, the taking of a false oath, the 
making of a false report, bribery, perjury, burglary, any substantially equivalent activity however 
denominated by the laws of the relevant foreign government, or conspiracy to commit any such 
offense; 

 (B)  arises out of the conduct of the business of a broker, dealer, municipal securities 
dealer, investment adviser, bank, insurance company, government securities broker, government 
securities dealer, fiduciary, transfer agent, credit rating agency, foreign person performing a 
function substantially equivalent to any of the above, or entity or person required to be registered 
under the Commodity Exchange Act [7 U.S.C. 1 et seq.] or any substantially equivalent statute or 
regulation; 

 (C)  involves the larceny, theft, robbery, extortion, forgery, counterfeiting, fraudulent 
concealment, embezzlement, fraudulent conversion, or misappropriation of funds or securities or 
substantially equivalent activity however denominated by the laws of the relevant foreign 
government; or 

 (D)  involves the violation of section 152, 1341, 1342, or 1343 or chapter 25 or 47 of 
title 18, or a violation of 1 substantially equivalent foreign statute. 

 (3)  has been convicted during the 10-year period preceding the date of filing of any 
application for registration, or at any time thereafter, of-- 

 (A)  any crime that is punishable by imprisonment for 1 or more years, and that is not 
described in paragraph (2); or 

 (B)  a substantially equivalent crime by a foreign court of competent jurisdiction. 

 (4)  is permanently or temporarily enjoined by order, judgment, or decree of any court 
of competent jurisdiction, including any foreign court of competent jurisdiction, from acting as 
an investment adviser, underwriter, broker, dealer, municipal securities dealer, government 
securities broker, government securities dealer, transfer agent, credit rating agency, foreign 
person performing a function substantially equivalent to any of the above, or entity or person 
required to be registered under the Commodity Exchange Act [7 U.S.C. 1 et seq.] or any 
substantially equivalent statute or regulation, or as an affiliated person or employee of any 
investment company, bank, insurance company, foreign entity substantially equivalent to any of 
the above, or entity or person required to be registered under the Commodity Exchange Act or 
any substantially equivalent statute or regulation, or from engaging in or continuing any conduct 
or practice in connection with any such activity, or in connection with the purchase or sale of any 
security. 

                                                 
1 So in original. Probably should be ``of a''. 
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 (5)  has willfully violated any provision of the Securities Act of 1933 [15 U.S.C. 77a 
et seq.], the Securities Exchange Act of 1934 [15 U.S.C. 78a et seq.], the Investment Company 
Act of 1940 [15 U.S.C. 80a-1 et seq.], this subchapter, the Commodity Exchange Act [7 U.S.C. 1 
et seq.], or the rules or regulations under any such statutes or any rule of the Municipal Securities 
Rulemaking Board, or is unable to comply with any such provision. 

 (6)  has willfully aided, abetted, counseled, commanded, induced, or procured the 
violation by any other person of any provision of the Securities Act of 1933 [15 U.S.C. 77a et 
seq.], the Securities Exchange Act of 1934 [15 U.S.C. 78a et seq.], the Investment Company Act 
of 1940 [15 U.S.C. 80a-1 et seq.], this subchapter, the Commodity Exchange Act [7 U.S.C. 1 et 
seq.], the rules or regulations under any of such statutes, or the rules of the Municipal Securities 
Rulemaking Board, or has failed reasonably to supervise, with a view to preventing violations of 
the provisions of such statutes, rules and regulations, another person who commits such a 
violation, if such other person is subject to his supervision. For the purposes of this paragraph no 
person shall be deemed to have failed reasonably to supervise any person, if-- 

 (A)  there have been established procedures, and a system for applying such 
procedures, which would reasonably be expected to prevent and detect, insofar as practicable, 
any such violation by such other person, and 

 (B)  such person has reasonably discharged the duties and obligations incumbent upon 
him by reason of such procedures and system without reasonable cause to believe that such 
procedures and system were not being complied with. 

 (7)  is subject to any order of the Commission barring or suspending the right of the 
person to be associated with an investment adviser; 

 (8)  has been found by a foreign financial regulatory authority to have-- 

 (A)  made or caused to be made in any application for registration or report required to 
be filed with a foreign securities authority, or in any proceeding before a foreign securities 
authority with respect to registration, any statement that was at the time and in light of the 
circumstances under which it was made false or misleading with respect to any material fact, or 
has omitted to state in any application or report to a foreign securities authority any material fact 
that is required to be stated therein; 

 (B)  violated any foreign statute or regulation regarding transactions in securities or 
contracts of sale of a commodity for future delivery traded on or subject to the rules of a contract 
market or any board of trade; or 

 (C)  aided, abetted, counseled, commanded, induced, or procured the violation by any 
other person of any foreign statute or regulation regarding transactions in securities or contracts 
of sale of a commodity for future delivery traded on or subject to the of a contract market or any 
board of trade, or has been found, by the foreign finanical2 regulatory authority, to have failed 

                                                 
2 So in original. Probably should be ``financial''. 
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reasonably to supervise, with a view to preventing violations of statutory provisions, and rules 
and regulations promulgated thereunder, another person who commits such a violation, if such 
other person is subject to his supervision; or 

 (9)  is subject to any final order of a State securities commission (or any agency or 
officer performing like functions), State authority that supervises or examines banks, savings 
associations, or credit unions, State insurance commission (or any agency or office performing 
like functions), an appropriate Federal banking agency (as defined in section 3 of the Federal 
Deposit Insurance Act (12 U.S.C. 1813(q))), or the National Credit Union Administration, that-- 

 (A)  bars such person from association with an entity regulated by such commission, 
authority, agency, or officer, or from engaging in the business of securities, insurance, banking, 
savings association activities, or credit union activities; or 

 (B)  constitutes a final order based on violations of any laws or regulations that 
prohibit fraudulent, manipulative, or deceptive conduct. 

 (f)  BAR OR SUSPENSION FROM ASSOCIATION WITH INVESTMENT ADVISER; NOTICE AND 
HEARING. - The Commission, by order, shall censure or place limitations on the activities of any 
person associated, seeking to become associated, or, at the time of the alleged misconduct, 
associated or seeking to become associated with an investment adviser, or suspend for a period 
not exceeding twelve months or bar any such person from being associated with an investment 
adviser, if the Commission finds, on the record after notice and opportunity for hearing, that such 
censure, placing of limitations, suspension, or bar is in the public interest and that such person 
has committed or omitted any act or omission enumerated in paragraph (1), (5), (6), (8), or (9) of 
subsection (e) of this section or has been convicted of any offense specified in paragraph (2) or 
(3) of subsection (e) of this section within ten years of the commencement of the proceedings 
under this subsection, or is enjoined from any action, conduct, or practice specified in paragraph 
(4) of subsection (e) of this section. It shall be unlawful for any person as to whom such an order 
suspending or barring him from being associated with an investment adviser is in effect willfully 
to become, or to be, associated with an investment adviser without the consent of the 
Commission, and it shall be unlawful for any investment adviser to permit such a person to 
become, or remain, a person associated with him without the consent of the Commission, if such 
investment adviser knew, or in the exercise of reasonable care, should have known, of such 
order. 

 (g)  REGISTRATION OF SUCCESSOR TO BUSINESS OF INVESTMENT ADVISER. - Any 
successor to the business of an investment adviser registered under this section shall be deemed 
likewise registered hereunder, if within thirty days from its succession to such business it shall 
file an application for registration under this section, unless and until the Commission, pursuant 
to subsection (c) or subsection (e) of this section, shall deny registration to or revoke or suspend 
the registration of such successor. 

 (h)  WITHDRAWAL OF REGISTRATION. - Any person registered under this section may, 
upon such terms and conditions as the Commission finds necessary in the public interest or for 
the protection of investors, withdraw from registration by filing a written notice of withdrawal 
with the Commission. If the Commission finds that any person registered under this section, or 
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who has pending an application for registration filed under this section, is no longer in existence, 
is not engaged in business as an investment adviser, or is prohibited from registering as an 
investment adviser under section 80b-3a of this title, the Commission shall by order cancel the 
registration of such person. 

 (i)  MONEY PENALTIES IN ADMINISTRATIVE PROCEEDINGS.-  

 (1)  AUTHORITY OF COMMISSION. - In any proceeding instituted pursuant to subsection 
(e) or (f) of this section against any person, the Commission may impose a civil penalty if it 
finds, on the record after notice and opportunity for hearing, that such person-- 

 (A)  has willfully violated any provision of the Securities Act of 1933 [15 U.S.C. 77a 
et seq.], the Securities Exchange Act of 1934 [15 U.S.C. 78a et seq.], subchapter I of this chapter, 
or this subchapter, or the rules or regulations thereunder; 

 (B)  has willfully aided, abetted, counseled, commanded, induced, or procured such a 
violation by any other person; 

 (C)  has willfully made or caused to be made in any application for registration or 
report required to be filed with the Commission under this subchapter, or in any proceeding 
before the Commission with respect to registration, any statement which was, at the time and in 
the light of the circumstances under which it was made, false or misleading with respect to any 
material fact, or has omitted to state in any such application or report any material fact which 
was required to be stated therein; or 

 (D)  has failed reasonably to supervise, within the meaning of subsection (e)(6) of this 
section, with a view to preventing violations of the provisions of this subchapter and the rules 
and regulations thereunder, another person who commits such a violation, if such other person is 
subject to his supervision; and that such penalty is in the public interest. 

 (2)  MAXIMUM AMOUNT OF PENALTY. - 

 (A)  FIRST TIER - The maximum amount of penalty for each act or omission described 
in paragraph (1) shall be $5,000 for a natural person or $50,000 for any other person. 

 (B)  SECOND TIER - Notwithstanding subparagraph (A), the maximum amount of 
penalty for each such act or omission shall be $50,000 for a natural person or $250,000 for any 
other person if the act or omission described in paragraph (1) involved fraud, deceit, 
manipulation, or deliberate or reckless disregard of a regulatory requirement. 

 (C)  THIRD TIER - Notwithstanding subparagraphs (A) and (B), the maximum amount 
of penalty for each such act or omission shall be $100,000 for a natural person or $500,000 for 
any other person if-- 

 (i)  the act or omission described in paragraph (1) involved fraud, deceit, 
manipulation, or deliberate or reckless disregard of a regulatory requirement; and 
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 (ii)  such act or omission directly or indirectly resulted in substantial losses or created 
a significant risk of substantial losses to other persons or resulted in substantial pecuniary gain to 
the person who committed the act or omission. 

 (3)  DETERMINATION OF PUBLIC INTEREST. - In considering under this section whether a 
penalty is in the public interest, the Commission may consider-- 

 (A)  whether the act or omission for which such penalty is assessed involved fraud, 
deceit, manipulation, or deliberate or reckless disregard of a regulatory requirement; 

 (B)  the harm to other persons resulting either directly or indirectly from such act or 
omission; 

 (C)  the extent to which any person was unjustly enriched, taking into account any 
restitution made to persons injured by such behavior; 

 (D)  whether such person previously has been found by the Commission, another 
appropriate regulatory agency, or a self-regulatory organization to have violated the Federal 
securities laws, State securities laws, or the rules of a self-regulatory organization, has been 
enjoined by a court of competent jurisdiction from violations of such laws or rules, or has been 
convicted by a court of competent jurisdiction of violations of such laws or of any felony or 
misdemeanor described in subsection (e)(2) of this section; 

 (E)  the need to deter such person and other persons from committing such acts or 
omissions; and 

 (F)  such other matters as justice may require. 

 (4)  EVIDENCE CONCERNING ABILITY TO PAY. - In any proceeding in which the 
Commission may impose a penalty under this section, a respondent may present evidence of the 
respondent's ability to pay such penalty. The Commission may, in its discretion, consider such 
evidence in determining whether such penalty is in the public interest. Such evidence may relate 
to the extent of such person's ability to continue in business and the collectability of a penalty, 
taking into account any other claims of the United States or third parties upon such person's 
assets and the amount of such person's assets. 

 (j)  AUTHORITY TO ENTER ORDER REQUIRING ACCOUNTING AND DISGORGEMENT.- In 
any proceeding in which the Commission may impose a penalty under this section, the 
Commission may enter an order requiring accounting and disgorgement, including reasonable 
interest. The Commission is authorized to adopt rules, regulations, and orders concerning 
payments to investors, rates of interest, periods of accrual, and such other matters as it deems 
appropriate to implement this subsection. 

 (k)  CEASE-AND-DESIST PROCEEDINGS. –  

 (1)  AUTHORITY OF COMMISSION. - If the Commission finds, after notice and 
opportunity for hearing, that any person is violating, has violated, or is about to violate any 
provision of this subchapter, or any rule or regulation thereunder, the Commission may publish 
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its findings and enter an order requiring such person, and any other person that is, was, or would 
be a cause of the violation, due to an act or omission the person knew or should have known 
would contribute to such violation, to cease and desist from committing or causing such violation 
and any future violation of the same provision, rule, or regulation. Such order may, in addition to 
requiring a person to cease and desist from committing or causing a violation, require such 
person to comply, or to take steps to effect compliance, with such provision, rule, or regulation, 
upon such terms and conditions and within such time as the Commission may specify in such 
order. Any such order may, as the Commission deems appropriate, require future compliance or 
steps to effect future compliance, either permanently or for such period of time as the 
Commission may specify, with such provision, rule, or regulation with respect to any security, 
any issuer, or any other person. 

 (2)  HEARING. - The notice instituting proceedings pursuant to paragraph (1) shall fix a 
hearing date not earlier than 30 days nor later than 60 days after service of the notice unless an 
earlier or a later date is set by the Commission with the consent of any respondent so served. 

 (3)  TEMPORARY ORDER. -  

 (A)  IN GENERAL. - Whenever the Commission determines that the alleged violation or 
threatened violation specified in the notice instituting proceedings pursuant to paragraph (1), or 
the continuation thereof, is likely to result in significant dissipation or conversion of assets, 
significant harm to investors, or substantial harm to the public interest, including, but not limited 
to, losses to the Securities Investor Protection Corporation, prior to the completion of the 
proceedings, the Commission may enter a temporary order requiring the respondent to cease and 
desist from the violation or threatened violation and to take such action to prevent the violation 
or threatened violation and to prevent dissipation or conversion of assets, significant harm to 
investors, or substantial harm to the public interest as the Commission deems appropriate 
pending completion of such proceedings. Such an order shall be entered only after notice and 
opportunity for a hearing, unless the Commission, notwithstanding section 80b-11(c) of this title, 
determines that notice and hearing prior to entry would be impracticable or contrary to the public 
interest. A temporary order shall become effective upon service upon the respondent and, unless 
set aside, limited, or suspended by the Commission or a court of competent jurisdiction, shall 
remain effective and enforceable pending the completion of the proceedings. 

 (B)  APPLICABILITY. - This paragraph shall apply only to a respondent that acts, or, at 
the time of the alleged misconduct acted, as a broker, dealer, investment adviser, investment 
company, municipal securities dealer, government securities broker, government securities 
dealer, or transfer agent, or is, or was at the time of the alleged misconduct, an associated person 
of, or a person seeking to become associated with, any of the foregoing. 

 (4)  REVIEW OF TEMPORARY ORDERS.- 

 (A)  COMMISSION REVIEW. - At any time after the respondent has been served with a 
temporary cease-and-desist order pursuant to paragraph (3), the respondent may apply to the 
Commission to have the order set aside, limited, or suspended. If the respondent has been served 
with a temporary cease-and-desist order entered without a prior Commission hearing, the 
respondent may, within 10 days after the date on which the order was served, request a hearing 
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on such application and the Commission shall hold a hearing and render a decision on such 
application at the earliest possible time. 

 (B)  JUDICIAL REVIEW.-Within-- 

 (i)  10 days after the date the respondent was served with a temporary cease-and-
desist order entered with a prior Commission hearing, or 

 (ii)  10 days after the Commission renders a decision on an application and hearing 
under subparagraph (A), with respect to any temporary cease-and-desist order entered without a 
prior Commission hearing, 

 the respondent may apply to the United States district court for the district in which the 
respondent resides or has its principal place of business, or for the District of Columbia, for an 
order setting aside, limiting, or suspending the effectiveness or enforcement of the order, and the 
court shall have jurisdiction to enter such an order. A respondent served with a temporary cease-
and-desist order entered without a prior Commission hearing may not apply to the court except 
after hearing and decision by the Commission on the respondent's application under 
subparagraph (A) of this paragraph. 

 (C)  NO AUTOMATIC STAY OF TEMPORARY ORDER. - The commencement of proceedings 
under subparagraph (B) of this paragraph shall not, unless specifically ordered by the court, 
operate as a stay of the Commission's order. 

 (D)  EXCLUSIVE REVIEW. - Section 80b-13 of this title shall not apply to a temporary 
order entered pursuant to this section. 

 (5)  AUTHORITY TO ENTER ORDER REQUIRING ACCOUNTING AND DISGORGEMENT. - In 
any cease-and-desist proceeding under paragraph (1), the Commission may enter an order 
requiring accounting and disgorgement, including reasonable interest. The Commission is 
authorized to adopt rules, regulations, and orders concerning payments to investors, rates of 
interest, periods of accrual, and such other matters as it deems appropriate to implement this 
subsection. 

 (l)  EXEMPTION OF AND REPORTING BY VENTURE CAPITAL FUND 
ADVISERS.—The Commission shall identify and define the term ‘venture capital fund’ and 
shall provide an adviser to such a fund an exemption from the registration requirements under 
this section (excluding any such fund whose adviser is exempt from registration pursuant to 
paragraph (7) of subsection (b). The Commission shall require such advisers to maintain such 
records and provide to the Commission such annual or other reports as the Commission 
determines necessary or appropriate in the public interest or for the protection of investors. 

 (m) EXEMPTION OF REPORTING BY CERTAIN PRIVATE FUND ADVISERS. 

 (1) IN GENERAL. —The Commission shall provide an exemption from the 
registration requirements under this section to any investment adviser of private funds, if each of 
such private funds has assets under management in the United States of less then $150,000,000. 
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 (2) REPORTING..— The Commission shall require investment advisers exempted by 
reason of this subsection to maintain such records and provide to the Commission such annual or 
other reports as the Commission determines necessary or appropriate in the public interest or for 
the protection of investors. 

 (n) REGISTRATION AND EXAMINATION OF MID-SIZED PRIVATE FUND 
ADVISERS.—In prescribing regulations to carry out the requirements of this section with 
respect to investment advisers acting as investment advisers to mid-sized private funds, the 
Commission shall take into account the size, governance, and investment strategy of such funds 
to determine whether they pose systemic risk, and shall provide for registration and examination 
procedures with respect to the investment advisers of such funds which reflect the level of 
systemic risk posed by such funds. 
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REPORTS BY INVESTMENT ADVISERS 

Section 204 of the Investment Advisers Act of 1940.   

 (a)  IN GENERAL - Every investment adviser who makes use of the mails or of any 
means or instrumentality of interstate commerce in connection with his or its business as an 
investment adviser (other than one specifically exempted from registration pursuant to section 
80b-3(b) of this title), shall make and keep for prescribed periods such records (as defined in 
section 78c(a)(37) of this title), furnish such copies thereof, and make and disseminate such 
reports as the Commission, by rule, may prescribe as necessary or appropriate in the public 
interest or for the protection of investors. All records (as so defined) of such investment advisers 
are subject at any time, or from time to time, to such reasonable periodic, special, or other 
examinations by representatives of the Commission as the Commission deems necessary or 
appropriate in the public interest or for the protection of investors. 

 (b) RECORDS AND REPORTS OF PRIVATE FUNDS.- 

 (1)  IN GENERAL.—The Commission is authorized to require any investment 
adviser registered under this Act to maintain such records of and file with the Commission such 
reports regarding private funds advised by the investment adviser as are necessary or appropriate 
in the public interest and for the protection of investors or for the assessment of systemic risk as 
the Commission determines in consultation with the Board of Governors of the Federal Reserve 
System. The Commission is authorized to provide or make available to the Board of Governors 
of the Federal Reserve System, and to any other entity that the Commission identifies as having 
systemic risk responsibility, those reports or records or the information contained therein. The 
records and reports of any private fund, to which any such investment adviser provides 
investment advice, maintained or filed by an investment adviser registered under this Act, shall 
be deemed to be the records and reports of the investment adviser. 

 (2)  REQUIRED INFORMATION.—The records and reports required to be 
maintained or filed with the Commission under this subsection shall include, for each private 
fund advised by the investment adviser— 

 (A)  the amount of assets under management; 

 (B)  the use of leverage (including off-balance sheet leverage); 

 (C)  counterparty credit risk exposures; 

 (D)  trading and investment positions; 

 (E)  trading practices; and 

 (F)  such other information as the Commission, in consultation with the Board of 
Governors of the Federal Reserve System, determines necessary or appropriate in the public 
interest and for the protection of investors or for the assessment of systemic risk. 
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 (3)  OPTIONAL INFORMATION.—The Commission may require the reporting of 
such additional information from private fund advisers as the Commission determines necessary. 
In making such determination, the Commission, taking into account the public interests and 
potential to contribute to systemic risk, may set different reporting requirements for different 
classes of private fund advisers, based on the particular types or sizes of private funds advised by 
such advisers. 

 (4)  MAINTENANCE OF RECORDS.—An investment adviser registered under this 
Act is required to maintain and keep such records of private funds advised by the investment 
adviser for such period or periods as the Commission, by rule or regulation, may prescribe as 
necessary or appropriate in the public interest and for the protection of investors or for the 
assessment of systemic risk. 

 (5)  EXAMINATION OF RECORDS.— 

 (A)  PERIODIC AND SPECIAL EXAMINATIONS.—All records of a private fund 
maintained by an investment adviser registered under this Act shall be subject at any time and 
from time to time to such periodic, special, and other examinations by the Commission, or any 
member or representative thereof, as the Commission may prescribe. 

 (B)  AVAILABILITY OF RECORDS.—An investment adviser registered under this 
Act shall make available to the Commission or its representatives any copies or extracts from 
such records as may be prepared without undue effort, expense, or delay as the Commission or 
its representatives may reasonably request. 

 (6)  INFORMATION SHARING.—The Commission shall make available to the 
Board of Governors of the Federal Reserve System, and to any other entity that the Commission 
identifies as having systemic risk responsibility, copies of all reports, documents, records, and 
information filed with or provided to the Commission by an investment adviser under this 
subsection as the Board, or such other entity, may consider necessary for the purpose of 
assessing the systemic risk of a private fund. All such reports, documents, records, and 
information obtained by the Board, or such other entity, from the Commission under this 
subsection shall be kept confidential in a manner consistent with confidentiality established by 
the Commission pursuant to paragraph (8). 

 (7)  DISCLOSURES OF CERTAIN PRIVATE FUND INFORMATION.—An 
investment adviser registered under this Act shall provide such reports, records, and other 
documents to investors, prospective investors, counterparties, and creditors, of any private fund 
advised by the investment adviser as the Commission, by rule or regulation, may prescribe as 
necessary or appropriate in the public interest and for the protection of investors or for the 
assessment of systemic risk. 

 (8)  CONFIDENTIALITY OF REPORTS.—Notwithstanding any other provision of 
law, the Commission shall not be compelled to disclose any report or information contained 
therein required to be filed with the Commission under this subsection. Nothing in this paragraph 
shall authorize the Commission to withhold information from the Congress or prevent the 
Commission from complying with a request for information from any other Federal department 
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or agency or any self-regulatory organization requesting the report or information for purposes 
within the scope of its jurisdiction, or complying with an order of a court of the United States in 
an action brought by the United States or the Commission. For purposes of section 552 of title 5, 
United States Code, this paragraph shall be considered a statute described in subsection (b)(3)(B) 
of such section.’’ 

 (c)  FILING DEPOSITORIES. - The Commission may, by rule, require an investment 
adviser-- 

 (1)  to file with the Commission any fee, application, report, or notice required to be 
filed by this subchapter or the rules issued under this subchapter through any entity designated 
by the Commission for that purpose; and 

 (2)  to pay the reasonable costs associated with such filing and the establishment and 
maintenance of the systems required by subsection (c). 

 (cd)  ACCESS TO DISCIPLINARY AND OTHER INFORMATION. –  

 (1)  MAINTENANCE OF SYSTEM TO RESPOND TO INQUIRIES. -  

 (A)  IN GENERAL. - The Commission shall require the entity designated by the 
Commission under subsection (b)(1) to establish and maintain a toll-free telephone listing, or a 
readily accessible electronic or other process, to receive and promptly respond to inquiries 
regarding registration information (including disciplinary actions, regulatory, judicial, and 
arbitration proceedings, and other information required by law or rule to be reported) involving 
investment advisers and persons associated with investment advisers. 

 (B)  APPLICABILITY. - This subsection shall apply to any investment adviser (and the 
persons associated with that adviser), whether the investment adviser is registered with the 
Commission under section 80b-3 of this title or regulated solely by a State, as described in 
section 80b-3a of this title. 

 (2)  Recovery of costs. - An entity designated by the Commission under subsection 
(b)(1) may charge persons making inquiries, other than individual investors, reasonable fees for 
responses to inquiries described in paragraph (1). 

 (3)  LIMITATION ON LIABILITY. - An entity designated by the Commission under 
subsection (b)(1) shall not have any liability to any person for any actions taken or omitted in 
good faith under this subsection. 
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INVESTMENT ADVISORY CONTRACTS 

Section 205 of the Investment Advisers Act of 1940. 

 (a) No investment adviser, unless exempt from registration pursuant to section 80b-
3(b) of this title, shall make use of the mails or any means or instrumentality of interstate 
commerce, directly or indirectly, to enter into, extend, or renew any investment advisory 
contract, or in any way to perform any investment advisory contract entered into, extended, or 
renewed on or after November 1, 1940, if such contract— 
 
 (1)  provides for compensation to the investment adviser on the basis of a share of 
capital gains upon or capital appreciation of the funds or any portion of the funds of the client; 
 
 (2)  fails to provide, in substance, that no assignment of such contract shall be made 
by the investment adviser without the consent of the other party to the contract; or 
 
 (3)  fails to provide, in substance, that the investment adviser, if a partnership, will 
notify the other party to the contract of any change in the membership of such partnership within 
a reasonable time after such change.  With respect to any factor used by the Commission in 
making a determination under this subsection, if the Commission uses a dollar amount test in 
connection with such factor, such as a net asset threshold, the Commission shall, not later than 
one year after the date of the enactment of the Private Fund Investment Advisers Registration Act 
of 2009, and every 5 years thereafter, adjust for the effects of inflation on such test.  Any such 
adjustment that is not a multiple of $1,000 shall be rounded to the nearest multiple of $1,000. 
 
 (b)  Paragraph (1) of subsection (a) of this section shall not— 
 
 (1)  be construed to prohibit an investment advisory contract which provides for 
compensation based upon the total value of a fund averaged over a definite period, or as of 
definite dates, or taken as of a definite date; 
 
 (2)  apply to an investment advisory contract with— 
 
 (A)  an investment company registered under subchapter I of this chapter, or 
 
 (B)  any other person (except a trust, governmental plan, collective trust fund, or 
separate account referred to in section 80a-3(c)(11) of this title), provided that the contract relates 
to the investment of assets in excess of $1 million, 
 
 if the contract provides for compensation based on the asset value of the company or fund 
under management averaged over a specified period and increasing and decreasing 
proportionately with the investment performance of the company or fund over a specified period 
in relation to the investment record of an appropriate index of securities prices or such other 
measure of investment performance as the Commission by rule, regulation, or order may specify; 
 
 (3)  apply with respect to any investment advisory contract between an investment 
adviser and a business development company, as defined in this subchapter, if (A) the 
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compensation provided for in such contract does not exceed 20 per centum of the realized capital 
gains upon the funds of the business development company over a specified period or as of 
definite dates, computed net of all realized capital losses and unrealized capital depreciation, and 
the condition of section 80a-60(a)(3)(B)(iii) of this title is satisfied, and (B) the business 
development company does not have outstanding any option, warrant, or right issued pursuant to 
section 80a-60(a)(3)(B) of this title and does not have a profit-sharing plan described in section 
80a-56(n) of this title; 
 
 (4)  apply to an investment advisory contract with a company excepted from the 
definition of an investment company under section 80a-3(c)(7) of this title; or 
 
 (5)  apply to an investment advisory contract with a person who is not a resident of the 
United States. 
 
 (c)  For purposes of paragraph (2) of subsection (b) of this section, the point from 
which increases and decreases in compensation are measured shall be the fee which is paid or 
earned when the investment performance of such company or fund is equivalent to that of the 
index or other measure of performance, and an index of securities prices shall be deemed 
appropriate unless the Commission by order shall determine otherwise. 
 
 (d)  As used in paragraphs (2) and (3) of subsection (a) of this section, ``investment 
advisory contract'' means any contract or agreement whereby a person agrees to act as 
investment adviser to or to manage any investment or trading account of another person other 
than an investment company registered under subchapter I of this chapter. 
 
 (e)  The Commission, by rule or regulation, upon its own motion, or by order upon 
application, may conditionally or unconditionally exempt any person or transaction, or any class 
or classes of persons or transactions, from subsection (a)(1) of this section, if and to the extent 
that the exemption relates to an investment advisory contract with any person that the 
Commission determines does not need the protections of subsection (a)(1) of this section, on the 
basis of such factors as financial sophistication, net worth, knowledge of and experience in 
financial matters, amount of assets under management, relationship with a registered investment 
adviser, and such other factors as the Commission determines are consistent with this section. 
 



18 

DISCLOSURE OF INFORMATION BY COMMISSION 

Section 210 of the Investment Advisers Act of 1940.   

 (a)  INFORMATION AVAILABLE TO PUBLIC - The information contained in any 
registration application or report or amendment thereto filed with the Commission pursuant to 
any provision of this subchapter shall be made available to the public, unless and except insofar 
as the Commission, by rules and regulations upon its own motion, or by order upon application, 
finds that public disclosure is neither necessary nor appropriate in the public interest or for the 
protection of investors. Photostatic or other copies of information contained in documents filed 
with the Commission under this subchapter and made available to the public shall be furnished to 
any person at such reasonable charge and under such reasonable limitations as the Commission 
shall prescribe. 

 (b)  DISCLOSURE OF FACT OF EXAMINATION OR INVESTIGATION; EXCEPTIONS -  Subject 
to the provisions of subsections (c) and (d) of section 80b-9 of this title and section 78x(c) of this 
title, the Commission, or any member, officer, or employee thereof, shall not make public the 
fact that any examination or investigation under this subchapter is being conducted, or the results 
of or any facts ascertained during any such examination or investigation; and no member, officer, 
or employee of the Commission shall disclose to any person other than a member, officer, or 
employee of the Commission any information obtained as a result of any such examination or 
investigation except with the approval of the Commission. The provisions of this subsection shall 
not apply-- 

 (1)  in the case of any hearing which is public under the provisions of section 80b-12 
of this title; or 

 (2)  in the case of a resolution or request from either House of Congress. 

 (c)  DISCLOSURE BY INVESTMENT ADVISER OF IDENTITY OF CLIENTS - No provision of 
this subchapter shall be construed to require, or to authorize the Commission to require any 
investment adviser engaged in rendering investment supervisory services to disclose the identity, 
investments, or affairs of any client of such investment adviser, except insofar as such disclosure 
may be necessary or appropriate in a particular proceeding or investigation having as its object 
the enforcement of a provision or provisions of this subchapter. 



19 

RULES, REGULATIONS, AND ORDERS OF COMMISSION 

Section 211 of the Investment Advisers Act of 1940.   

 (a)  POWER OF COMMISSION -– (a) The Commission shall have authority from time to 
time to make, issue, amend, and rescind such rules and regulations and such orders as are 
necessary or appropriate to the exercise of the functions and powers conferred upon the 
Commission elsewhere in this subchaptertitle, including rules and regulations defining technical, 
trade, and other terms used in this title. For the purposes of its rules orand regulations, the 
Commission may -- 

 (1)  classify persons and matters within its jurisdiction and based upon, but not limited 
to— 

 (A)  size; 

 (B)  scope; 

 (C)  business model; 

 (D)  compensation scheme; or 

 (E)  potential to create or increase systemic risk; 

 (2)  prescribe different requirements for different classes of persons or matters.; and 

 (3)  ascribe different meanings to terms (including the term ‘client’, except the 
Commission shall not ascribe a meaning to the term ‘client’ that would include an investor in a 
private fund managed by an investment adviser, where such private fund has entered into an 
advisory contract with such adviser) used in different sections of this title as the Commission 
determines necessary to effect the purposes of this title.  

 (b)  EFFECTIVE DATE OF REGULATIONS - Subject to the provisions of chapter 15 of title 
44 and regulations prescribed under the authority thereof, the rules and regulations of the 
Commission under this subchapter, and amendments thereof, shall be effective upon publication 
in the manner which the Commission shall prescribe, or upon such later date as may be provided 
in such rules and regulations. 

 (c)  ORDERS OF COMMISSION AFTER NOTICE AND HEARING; TYPE OF NOTICE - Orders of 
the Commission under this subchapter shall be issued only after appropriate notice and 
opportunity for hearing. Notice to the parties to a proceeding before the Commission shall be 
given by personal service upon each party or by registered mail or certified mail or confirmed 
telegraphic notice to the party's last known business address. Notice to interested persons, if any, 
other than parties may be given in the same manner or by publication in the Federal Register. 

 (d)  GOOD FAITH COMPLIANCE WITH RULES AND REGULATIONS - No provision of this 
subchapter imposing any liability shall apply to any act done or omitted in good faith in 
conformity with any rule, regulation, or order of the Commission, notwithstanding that such rule, 



20 

regulation, or order may, after such act or omission, be amended or rescinded or be determined 
by judicial or other authority to be invalid for any reason. 

 (e) The Commission and the Commodity Futures Trading Commission shall, after 
consultation with the Board of Governors of the Federal Reserve System, within 12 months after 
the date of enactment of the Private Fund Investment Advisers Registration Act of 2009, jointly 
promulgate rules to establish the form and content of the reports required to be filed with the 
Commission under sections 203(l) and 204(b) and with the Commodity Futures Trading 
Commission by investment advisers that are registered both under the Investment Advisers Act 
of 1940 (15 U.S.C. 80b-1 et seq.) and the Commodity Exchange Act (7 U.S.C. 1 et seq.). 
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Other Provisions of the Private Fund Investment Advisers Registration Act 

Transition Rule 
 
(i) TRANSITION RULE. The Securities and Exchange Commission shall prescribe rules 
and regulations to permit an investment adviser who will be required to register with the 
Securities and Exchange Commission by reason of the Act with the option of registering with the 
Securities and Exchange Commission before the date described under this section. 
 
GAO Study 
 
(a) STUDY REQUIRED.—The Comptroller General of the United States shall carry out a study 
to assess the annual costs on industry members and their investors due to the registration 
requirements and ongoing reporting requirements under this Act and the amendments made by 
this Act. 
 
(b) REPORT TO THE CONGRESS.—Not later than the end of the 2-year period beginning on 
the date of the enactment of this Act, the Comptroller General of the United States shall submit a 
report to the Congress containing the findings and determinations made by the Comptroller 
General in carrying out the study required under subsection (a). 
 
Transition Period and Effective Date 
 
This Act, and the amendments made by this Act, shall take effect with respect to investment 
advisers after the end of the 1-year period beginning on the date of the enactment of this Act.  
Notwithstanding the previous sentence, an investment adviser may, at the adviser’s discretion, 
register with the Commission before such date. 
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