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Highlights

In 2022, the SEC issued two proposed rules that would expand
the reporting requirements imposed by Form PF

Both rules would require advisers subject to Form PF reporting to
provide more information, with more granular detail, than they
currently are required to report

Neither proposed rule indicated when changes to Form PF would
take place if adopted

In 2022 the Securities and Exchange Commission (SEC) proposed two
amendments to Form PF – one proposed on January 26, 2022 (the
January Proposal) and the other, proposed jointly with the Commodities
Future Trading Commission (CFTC), on August 10, 2022 (the August
Proposal) – that, taken together, would greatly expand the disclosure
obligations of private fund advisers subject to Form PF filing
requirements. 

Currently, all private fund advisers that (i) are registered with the SEC or
CFTC, (ii) manage one or more private funds and (iii) either individually or
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with their related persons, collectively, have at least $150 million in private
fund assets under management must complete and file Form PF at least
annually. Each private fund adviser must provide basic information
concerning its firm assets under management, the investment strategy
pursued by its funds, each fund’s beneficial owners, fund assets and
liabilities and fund performance. Certain large private fund advisers must
provide additional information concerning their funds’ holdings and must
report on a quarterly (rather than annual) basis. 

If adopted, the January Proposal would introduce new timely reporting
requirements to Form PF (similar to the SEC’s obligation for public
companies to file form 8-K current reports) pursuant to which large hedge
fund advisers and private equity advisers would be required to file current
reports within one day of certain adverse events. The January Proposal
would also require private fund advisers to provide more granular
information concerning their portfolio holdings in their regular filings –
most notably, detailed information concerning the portfolio companies
held by private equity funds, and for liquidity funds, substantially the same
information that SEC-registered money market funds are currently
required to report on Form N-MFP. 

The August Proposal, if adopted, would expand even further on these
new disclosure obligations, requiring all private fund advisers to provide
more details in their regular reporting on fund performance, capital inflows
and outflows, the redemption rights of their investors and, for large hedge
fund advisers, additional information on hedge fund investment exposure
and borrowing and counterparty exposure. The August Proposal would
also require more specific details concerning fund asset holdings and
would remove the flexibility for certain private fund advisers to aggregate
their reporting for parallel or feeder funds.  

Neither proposed rule indicated when changes to Form PF would take
place if adopted.

While some of the changes proposed in the January Proposal and August
Proposal would remove uncertainty around how certain private funds
classify themselves and report their holdings, overall both amendments
will require private fund advisers to provide much more information about
the private funds they advise than they are currently required to report,
and together the amendments push the private funds industry toward
disclosure obligations similar to those required of registered funds. 

Like other proposed amendments issued this year, the August Proposal
invited dissenting statements from SEC Commissioners—Commissioner
Mark Uyeda noted in his statement, “each change to Form PF imposes
additional costs on private fund advisers. The Commission fails to
consider the cumulative costs of its proposed change… Today’s proposal
further blurs the line between the regulation of public and private funds.”
Commissioner Hester Peirce said in her statement, “just as the January
proposal did, [the August Proposal] stretches a very limited data collection
tool beyond its intended purpose.”

January Proposal

Current Reporting Requirements for Large Hedge Fund
Advisers: The January Proposal introduces a new ongoing reporting
obligation to Form PF that would require large hedge fund advisers (those

Corporate
Private Funds and Asset Management
Securities and Capital Markets

https://www.sec.gov/news/press-release/2022-19
https://www.sec.gov/news/statement/uyeda-statement-amendments-form-pf-081022
https://www.sec.gov/news/statement/peirce-statement-proposed-amendments-form-pf-081022


advisers with more than $1.5 billion in hedge fund assets under
management) to report, with respect to “qualifying hedge funds” (defined
generally as those hedge funds with a net asset value of at least $500
million), any of the following events within one business day of their
occurrence:

Extraordinary investment losses, defined in the January
Proposal as aggregate losses totaling 20 percent or more of
a hedge fund’s most recent net asset value (NAV) over a
rolling 10-business-day period

Significant margin and default events, meaning (i) a
cumulative increase in the total dollar value of margin,
collateral or an equivalent posted by a hedge fund of more
than 20 percent of the hedge fund’s most recent NAV over a
rolling 10-business-day period, (ii) a hedge fund’s margin
default or inability to meet a call for margin and (iii) a
counterparty’s margin default

A material change in the relationship with a reporting fund’s
prime broker, such as termination of the brokerage
agreement or material changes to the fund’s ability to trade
(such as trading or investment restrictions on the fund)

A decline in a reporting fund’s unencumbered cash of at
least 20 percent over a rolling 10-business-day period

A significant disruption or degradation of a reporting fund’s
key operations (defined as operations necessary for 1) the
investment, trading, valuation, reporting and risk
management of the reporting fund and 2) the operation of
the reporting fund in accordance with federal securities
laws), such as a cybersecurity event that disrupts the
trading volume of a reporting fund by 20 percent of its
normal capacity or a severe weather event that disrupts key
operations

Withdrawals and redemptions exceeding 50 percent of a
reporting fund’s most recent NAV (defined as the net asset
value reported as of the data reporting date at the end of the
reporting fund’s most recent reporting period), netted
against subscriptions and other contributions

A reporting fund’s inability to satisfy redemptions (or a
suspension of redemptions) lasting longer than five business
days

Current Reporting Requirements for Private Equity Fund
Advisers: The January Proposal would also introduce ongoing
reporting obligations for all private equity fund advisers, which would
require such advisers to report any of the following events within one
business day of their occurrence:

Adviser-led secondary transactions, defined as any
transaction initiated by an adviser or its related person that
offers investors the choice to sell their interests in a
reporting fund or convert or exchange such interests for a



portion of another vehicle advised by the adviser or any of
its related person, and which would require advisers to
report the completion date and a brief description of the
transaction

General partner (GP) or limited partner (LP) clawbacks – the
proposal defines (i) a GP clawback as an obligation of the
GP or its related persons to return performance-based
compensation to a reporting fund, as required by the fund’s
governing documents and (ii) an LP clawback as an
obligation of a reporting fund’s investors to return a
distribution made by the fund to satisfy a liability, obligation
or expense of the fund (which return is in excess of 10
percent of a fund’s aggregate capital commitments)

The removal of a general partner

The termination of a reporting fund’s investment period or
liquidation of a reporting fund, when such action is initiated
by investors 

New Reporting Requirements for Large Liquidity Fund
Advisers: The January Proposal would require large liquidity fund
advisers to report on Form PF substantially the same information that
money market funds would be required to report on Form N-MFP, as such
form would be amended under the SEC’s money market reforms
proposed in 2021, including (i) additional operational information (such as
whether a reporting fund seeks to maintain a stable price per share,
whether cash is held separately from other categories of collateral and
gross subscription and redemption amounts for each month of a fund’s
reporting period), (ii) additional reporting on fund portfolio information,
such as the portfolio securities the fund sold during a reporting period and
the weighted average maturity of the fund’s portfolio and (iii) additional
information about a fund’s counterparties, such as the names of fund repo
counterparties and whether fund creditors are based in the United States
(and whether such creditors are U.S. depositary institutions).

August Proposal

Enhanced Investment Exposure Reporting for Large
Hedge Fund Advisers: If adopted, the August Proposal would likely
have the largest impact on large hedge fund advisers, who would be
required to provide more granular information concerning the portfolio
holdings and risk exposures of the qualifying hedge funds that they
advise. The August Proposal would 1) replace the current Form PF
Section 2b table format with narrative instructions and a “drop-down”
menu, 2) require reporting based on “instrument type” within sub-asset
classes to identify whether the fund’s investment exposure is achieved
through cash or physical investment exposure, through derivatives or
other synthetic positions, or indirectly (e.g., through a pooled investment
such as an ETF, an investment company or a private fund), 3) require the
calculation of “adjusted exposure” for each sub-asset class (i.e., in
addition to value, which is currently required to be reported, under the
August Proposal Form PF would additionally require the calculation of
“adjusted exposure” for each sub-asset class), 4) require uniform interest
rate risk measure reporting for sub-asset classes that have interest rate



risk (eliminating the current option to report one of duration, weighted
average tenor or 10-year  equivalents) and 5) amend the list of reportable
sub-asset classes. 

Specifically, the proposal to amend the list of reportable sub-asset classes
would 1) expand equity exposure reporting to add sub-asset classes for
listed equity securities and American depository receipts, or ADRs, 2) add
sub-asset classes for reporting “repo” and “reverse repo” positions, 3) add
sub-asset classes for asset-backed securities and other structured
products, 4) add sub-asset classes and revise existing sub-asset classes
that capture certain derivatives, including credit derivatives and volatility
and variance derivatives, 5) specify sub-asset classes pertaining to
investments in cash and cash equivalent and commodities and 6) add a
new sub-asset class for digital assets (defined as “an asset that is issued
and/or transferred using distributed ledger or blockchain technology,
including, but not limited to, so-called “virtual currencies,” “coins” and
“tokens”). 

Enhanced Reporting Requirements for All Private Funds: If the August
Proposal is adopted, all private fund advisers would need to report the
following information concerning the reporting funds included on Form PF:

Type of Private Fund: Advisers will now have to categorize
each reporting fund using Form PF’s private fund definitions,
and will have to indicate whether a reporting fund is a
“commodity pool,” operates as a “UCITS” or “AIF,” or
markets itself as a money market fund outside the United
States. 

Withdrawal and Redemption Rights: Advisers will be
required to report whether each reporting fund permits
ordinary course withdrawals or redemptions and, if so, how
frequently they are permitted. 

Capital Inflows and Outflows: Advisers will be required, for
each reporting period, to report aggregate new capital
commitments or capital contributions, as applicable, for each
reporting fund, as well as aggregate withdrawals,
redemptions or distributions of any kind to investors. 

Amending Form PF Aggregate Reporting: Currently, Form PF
provides advisers with the flexibility to respond to certain Form PF
questions regarding “master-feeder” and “parallel fund” arrangements
either in the aggregate or separately, as long as they do so consistently.
The August Proposal would remove this flexibility and require advisers to
report each component fund of a master-feeder arrangement and parallel
fund structure (except where a feeder fund invests all its assets in a
single master fund and/or “cash and cash equivalents”). Advisers would
still aggregate the assets under management of each component fund in
a fund structure in determining whether the funds in such structure meet a
relevant Form PF reporting threshold. 

Alternatives to the Definition of the Term “Hedge Fund”:
Currently, Form PF defines a “hedge fund” as any private fund (i) with
respect to which one or more investment advisers (or related persons of
investment advisers) may be paid a performance fee or allocation
calculated by taking into account unrealized gains (other than a fee or



allocation the calculation of which may take into account unrealized gains
solely for the purpose of reducing such fee or allocation to reflect net
unrealized losses), (ii) that may borrow an amount in excess of one-half
of its net asset value (including any committed capital) or may have gross
notional exposure in excess of twice its net asset value (including any
committed capital), or (iii) that may sell securities or other assets short or
enter into similar transactions (other than for the purpose of hedging
currency exposure or managing duration). 

This current definition sometimes inadvertently causes advisers to provide
“hedge fund” related reporting with respect to funds that are more
appropriately categorized as other private fund types (like private equity
funds), since such funds have the discretion to borrow or short sell in a
manner that fits within the hedge fund definition (whether or not such
funds intend to exercise such discretion). 

In the August Proposal, the SEC poses several alternatives to the current
definition (such as excluding from the definition those funds that borrow
only using subscription lines of credits, or that don’t actually exercise their
capacity to short sell), and requests comments on other suggestions as to
how the hedge fund definition could be amended. 

To obtain more information, please contact the Barnes & Thornburg
attorney with whom you work or Scott Beal at 646-746-2021 or
sbeal@btlaw.com, Kerry Potter McCormick at 646-746-2193 or
kpm@blaw.com, David P. Hooper at 317-231-7333 or
david.hooper@btlaw.com, or Travis Ortiz at 646-746-2027 or
travis.ortiz@btlaw.com.
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