Study on Enhancing Investment Adviser Examinations
U.S. Securities and Exchange Commission
Background: Section 914 of the Dodd‐Frank Wall Street Reform and Consumer Protection Act (Dodd‐Frank Act)
required the Securities and Exchange Commission (SEC) to conduct a six‐month study regarding the need for
enhanced examination and enforcement resources for registered investment advisers (RIAs). This would include an
examination of the number and frequency of examinations of RIAs over the last five years and whether designating
a self‐regulatory organization (SRO) to augment the SEC’s efforts in overseeing RIAs would improve the frequency
of examinations of RIAs. The SEC reported its findings to the House Committee on Financial Services and the
Senate Committee on Banking, Housing, and Urban Affairs on January 19, 2011.
SEC’s Findings: The study recognized the growth in the adviser industry over the past six years and the SEC’s
inability to maintain high rates of examinations of RIAs during that time. The study acknowledged “that the Dodd‐
Frank Act will result in a significant near‐term decrease in the number of” investment advisers registered with the
SEC. However, the long‐term impact of the Dodd‐Frank Act will be minimized by an increase in the number of
investment advisers registered with the SEC and a need to divert SEC resources to additional examination
obligations required by the Act. The SEC determined that the anticipated growth in the number of RIAs would
outstrip the SEC’s examination resources absent additional funding. The Dodd‐Frank Act authorized increases that
would double the SEC’s budget by 2015. However, those increases are subject to the appropriations process and
thus, not guaranteed. Additionally, even if appropriated, the SEC may need to use the funds for other priorities.
Finally, the staff recognized that it is unlikely the number of Office of Compliance, Inspections and Examinations
(OCIE) staff will keep pace with the growth of the RIA industry.
SEC’s Recommendations: Ultimately, the staff stated its belief that the periodic reallocation of RIA regulatory
responsibilities is not a stable solution to the SEC’s capacity challenges. It is also possible that state regulators may
have funding issues, which would further affect investor protection. The staff believes it is necessary to find a more
stable funding source that can increase as the RIA industry grows, and believes three options are available:
User Fees: The SEC staff believes imposing user fees on RIAs would provide scalable resources to support
the SEC’s examination of RIAs. These fees would be available without further appropriation, used solely to
fund examination of RIAs, and set at a level to achieve an acceptable frequency of examinations.
SRO: The staff believes Congress could authorize one or more SROs for RIAs to provide scalable resources to
support the SEC’s examination of RIAs.
FINRA: The staff believes that the Securities Exchange Act of 1934 could be amended to permit FINRA to
examine its dually registered members for compliance with the Advisers Act.
Each of these recommendations would require congressional legislation before they could be implemented by the
SEC.
CFP Board Position: We believe the most effective way to improve oversight is for Congress to provide the SEC with
adequate funding. We will continue to encourage Congress to provide the SEC the resources needed to ensure the
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SEC, as the regulator for investment advisers for 70 years, can continue to exercise that important oversight
function.

