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	AFR believes that the funds (not just their managers) should be required to register with the SEC.  Whereas advisor registration requires some basic disclosures, fiduciary duties to investors and little else, fund registration could require a full set of regulations for safety and soundness, fee limits, comprehensive disclosures and other measures to prevent fraud and theft.

•   House bill includes language stating that an investment adviser will be required to “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” (p 1209)
•  Senate version exempts private equity, venture capital and family offices whereas the House only exempts venture capital. We prefer the House language. (page 1211)
•  Senate exempts managers with less than $100 million in assets under management. We prefer this threshold to the $150 million de minimis exemption in the House bill. (p 1212)
•  The House bill provides that managers that are exempt because they manage less than $150 million in assets must still maintain records and provide annual or other reports to the SEC if the SEC determines it is necessary. (p 1212-1213) This should be in the final bill.
	Pros:
•  Allows the SEC to set recordkeeping requirements for private equity and hedge fund advisers.
• Directs the SEC to conduct regular and special examinations of private equity and hedge fund advisers.
• Directs the SEC and the CFTC, within six months of the bill’s passage, to promulgate rules defining reporting requirements for private equity and hedge fund advisers.
 
Neutral:
• Requires the SEC to adjust the definition of an “accredited investor” every five years based on cost of living
Cons:
• Exempts venture capital and family offices
• No safety and soundness requirements with regard to the investment funds.
• Regulates advisers but not the funds themselves.

• 
• No public reporting requirement.
• Increases the threshold so that fund investment advisers that manage more than $150 million will be subject to SEC regulation and those with less than $150 million under management are regulated by the states. The current threshold is $25 million.
•
	Pros:

· Allows the SEC to set recordkeeping requirements for hedge fund advisers.

· Directs the SEC to conduct regular and special examinations of hedge fund advisers.

· Directs the SEC and the CFTC, within six months of the bill’s passage, to promulgate rules defining reporting requirements for hedge funds.

· Requires the SEC to adjust the definition of an “accredited investor” every five years based on cost of living

Cons:

· Exempts private equity, venture capital and family offices

· No safety and soundness requirements with regard to the investment funds.

· Regulates hedge fund advisers but not the funds themselves.

· No investor or counterparty reporting requirement.

· Legitimizes the use of side letters to allow hedge funds to grant certain investors preferred terms.

· No public reporting requirement.

· Increases the threshold so that fund investment advisers that manage more than $100 million will be subject to SEC regulation and those with less than $100 million under management are regulated by the states. The current threshold is $25 million.

·  Removes requirement of independent custody of client assets that was in the discussion draft released in November and replaces it with a requirement that funds that do not use an independent custodian hire an independent accounting firm to verify client assets.


