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Study on Investment Adviser Examinations 
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   *2011 data based on Staff estimates as of July 21, 2011 

SEC Resources 

 

0

5

10

15

20

25

30

2004 2005 2006 2007 2008 2009 2010 2011

Firms per
OCIE Staff



MarketCounsel  |  du jour 

6 

 “Virtually all states (94%) conduct 

Investment Adviser examinations on-site 

at the Investment Adviser’s principal place 

of business on a “routine” or non-cause 

basis. These examinations are often 

initiated within the first two years of a 

firm’s registration.” 

    

  

 Source: NASAA Report, 2011 

State Examinations 
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 SEC Examinations  

 Limited Scope 

 Full Scope 

 For Cause 

 Sweeps 

 

 State examinations vary by state 

 

 Uptick in risk-based examinations 

 

Examination Trends 
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Areas of Focus 

 Social media 

 Insider trading 

 Hedge funds 

 Valuation 

 Conflicts of interest 

 Portfolio management  

 Performance and advertising issues 

 Asset verification  

 Risk governance 

 Business continuity/disaster recovery 
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 SEC National Examination Risk Alert 

 Adopt policies and procedures related to the use of social media. 

 Testimonials 

 Recordkeeping 

 

 Massachusetts Letter 

 

 FINRA Guidance 

 

 

Social Media 
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 Permission 

 

 Monitoring 

 

 Retention 

 

 

Social Media 
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Social Media 
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Organizational Risk Management 

Formalize 

Implement 

Monitor 

Test 

Organize 
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 Assess areas of risk 

 

 Develop policies and procedures 

 

 Determine clear lines of responsibility and reporting 

 

 Review and revise 

 

Organize and Formalize 
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 Distribution 

 New policies 

 Changes to existing policies 

 

 Acknowledgement  

 

 New employees 

 

 Ongoing training 

 

Implement and Train 



MarketCounsel  |  du jour 

17 

 Proactive risk assessment testing 

 

 Focused Testing 

 

 Annual Review 

 

 Documentation 

Monitor and Test 
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Areas to Test 

 Scope of policies  Trade error review 

 Consistency of policies  Email 

 Fee accuracy  Social media 

 Billing  Business continuity 

 Risk profiles  Data security 

 Best Execution  Code of ethics 

 Trade allocation  Regulatory filings 
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 Lack of process  

 

 Lack of training 

 

 Failures to follow policies and procedures 

 

 Lack of documentation 

 

 Typical deficiencies 

Wisdom Gathered 
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Regulatory Exam “Fire” Drill 
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 Review scope of request letter 

 

 Appoint an examination liaison 

 

 Develop a strategy 

 

 Prepare initial document request 

 

 

 

Managing the Examination 
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 Conduct the opening meeting 

 

 Maintain a log 

 

 Request closing meeting 

 

 Begin remediation 

Managing the Examination 
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Gary D. Davis, Jr. 

Gary D. Davis Jr. serves as Vice President, Practice Management for MarketCounsel. 

He is responsible for assisting clients with raising the bar of their operations, 

including compliance, through the implementation of industry best practices.  Mr. 

Davis brings a solid track-record of assisting investment firms with the operational 

aspects of growth. 

 

Prior to joining MarketCounsel, Mr. Davis was the Founder and President of 

Beneficial Concepts Group, a practice management consulting firm for registered 

investment advisers.  Previously, he managed the operations, compliance and 

investment departments at two financial planning and investment advisory firms. He 

has also managed operations for a broker/dealer and has served as a financial 

planning analyst. 

 

Mr. Davis received a Masters in Accounting and Financial Management from the 

Keller Graduate School of Management, and holds a Bachelor of Science in Financial 

Planning from Purdue University. He has also passed the Series 65 exam. 

 

Gary lives with his daughters KayLynn and Ella in central New Jersey. 
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