
 
 

 

 

Investment Adviser Oversight: SEC, SRO & User Fees 

 
The Investment Adviser Association (IAA) has consistently supported appropriate and effective 

regulation and oversight of the investment advisory profession by the SEC.  The IAA believes 

that federally-registered advisers should remain regulated by a single governmental regulator and 

supports efforts to provide the SEC with the resources it needs to examine advisers more 

frequently. 

 

Most Investment Advisers are Small Businesses 

 

• There are approximately 11,000 SEC-registered investment advisers.  While there are a 

few very large firms, the vast majority of investment advisory firms are small, 

independent businesses unaffiliated with other financial service providers.  

 

• According to information filed with the SEC, over half of all federally registered advisers 

have fewer than 10 non-clerical employees; almost 90% have fewer than 50 such 

employees.  

 

High Regulatory Compliance Costs 

 

• Like other small businesses, investment advisory firms have limited resources and 

shoulder significant regulatory compliance costs.  

 

• Investment advisers are comprehensively regulated by the SEC.  Existing laws and 

regulations govern how an adviser attracts new clients, describes itself and its services, 

contracts with clients, custodies client assets, trades client accounts, and manages and 

discloses potential conflicts of interest.  Federally registered investment advisers are 

subject to extensive recordkeeping requirements and must also maintain comprehensive 

compliance programs, including codes of ethics.  All investment advisers’ activities are 

further subject to an overarching fiduciary duty that requires them to act in the best 

interests of their clients. 

 

• Increased regulatory costs are likely to be passed on to investors.  If pricing resistance 

prevents these costs from being passed on, they will have a significant impact on the 

survival of smaller advisory firms, as well as on job creation and retention at these 

businesses.   

 

Inefficiencies, Burdens and Costs of a Self-Regulatory Organization (SRO) 

 

• The SRO model that has been advocated for advisers by FINRA would impose an 

unnecessary new layer of regulation and bureaucracy on advisers.  Other drawbacks 

include inherent conflicts of interest based on industry funding and influence; questions 

regarding transparency, accountability, track record, and appropriate oversight by the 

SEC and Congress; and lack of due process.   



 

• An SRO would cost at least twice as much as funding an enhanced SEC examination 

program.   

 

- According to a December 2011 economic analysis by the Boston Consulting Group, 

the incremental annual cost of the SEC hiring additional examiners necessary to 

examine advisory firms on average once every four years would be $100-110 million. 

 

- In contrast, the annual cost of an SRO operated by FINRA (including examination, 

enforcement and SEC oversight) would be $550-610 million; and the cost of a new 

SRO would be $610-670 million. 

 

Support for SEC and User Fees 

 

• The IAA believes the best way to enhance oversight of investment advisers it to    ensure 

that the SEC has adequate resources and that the agency continues to improve its 

examination program  

 

• The IAA supported the SEC’s request to add 250 examiners to its investment 

adviser/investment company oversight program, as outlined in testimony by SEC Chair 

Mary Jo White on the SEC’s FY 2014 budget proposal. The FY 2014 spending bill 

adopted by Congress did not, however, provide the SEC with the spending authority to 

hire these additional examiners.  

 

- While the SEC’s Office of Compliance Inspections and Examinations (OCIE) is 

making significant progress in improving its investment adviser/investment company 

inspection program, the additional resources requested by the SEC would have 

enabled the agency to improve it further while expanding the number of 

examinations.   

 

• To ensure that the SEC has sufficient resources for investment adviser oversight and as 

an alternative to an SRO, the IAA also strongly supports the assessment of an appropriate 

user fee on investment advisers as authorized under H.R. 1627, the Waters/Delaney 

“Investment Adviser Examination Improvement Act of 2013.” 

 

• As stated in the January 2011 SEC staff report required under Section 914 of the Dodd-

Frank Act, “imposing user fees would avoid the difficult scope of authority, membership, 

governance, and funding issues raised by an SRO…” 

 

Third-Party Examinations 

 

• The IAA believes that SEC Commissioner Gallagher’s recent suggestion that third parties 

could augment the agency’s adviser examination program is worthy of discussion.  

 

- Many critical questions would, however, need to be addressed – including the 

standards, scope and frequency of such reviews; the qualification process and 

oversight for third parties; and the cost to advisers. 

 

 


