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Now that approximately 2,500 investment advisers with less than $100 million of assets under
management are transitioning to state oversight, the obvious question is what's next?

For many advisers, the answer is increased examinations and tougher oversight. While the SEC only
examines a small percentage of advisers, state securities regulators have a much better examination
record. In 2010, they conducted more than 7,000 investigations, leading to nearly 3,500 enforcement
actions, according to Congressional testimony by John Morgan, the Securities Commissioner of Texas.

In addition, a North American Securities Administrators Association’s (NASAA) 2010 survey found that
the majority of all states (89%) conduct routine ie non-cause on-site examinations on a regular basis. Half
of the states perform examinations every 1-3 years, and the rest every 3-6 years, in contrast to the SEC’s
exam frequency of 11 years.

In many cases, examinations are conducted within the first two years of a firm’s registration. This trend
will likely continue as states seek to prove they are up to the task.

Advisers beware: Although having more advisers under state oversight will clearly tax resources, states
contend they are ready. According to Morgan, “States have been preparing for this switch for two years
and look forward to accepting the increased regulatory oversight of mid-sized investment advisers.”

Eckerle Law offers a highest-quality and cost-effective alternative to the traditional law firm model for a
wide variety of transactional and regulatory matters serving all your business law needs. Our experienced
attorneys also provide a full range of compliance services for investment advisers, offering compliance
tools that are tailored to fit the ever changing regulatory landscape as well as your business needs.

If your company would like to strengthen its business practices, please contact us today so we can
leverage our experience to create real-life business and legal solutions to help your business thrive.



