regulatory assets under management
form adv

regulatory assets under management form adyv is a critical term in the financial
services industry, particularly for investment advisers and asset managers. This phrase
relates to the reporting requirements mandated by the Securities and Exchange
Commission (SEC) through Form ADV, which is a key disclosure document used to register
and communicate with clients and regulators. Understanding the regulatory assets under
management (AUM) reported on Form ADV is essential for compliance, transparency, and
operational clarity. This article explores the definition of regulatory assets under
management, how these figures are calculated and reported on Form ADV, and the
implications for registered investment advisers. Additionally, it covers the regulatory
framework governing AUM reporting and practical considerations for maintaining accurate
and compliant filings. The following sections will provide a detailed overview and guidance
on the regulatory assets under management form adv, ensuring a comprehensive
understanding of this important regulatory component.
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Understanding Regulatory Assets Under
Management

Regulatory assets under management (AUM) refer to the total market value of all client
assets that an investment adviser manages on a discretionary or non-discretionary basis for
regulatory reporting purposes. This figure is crucial because it determines the adviser's
regulatory status, eligibility for exemptions, and fee structures. Regulatory AUM differs from
purely internal or marketing metrics as it must adhere to specific guidelines set forth by
regulatory bodies, such as the SEC.

Definition and Scope of Regulatory Assets Under



Management

Regulatory AUM includes all assets for which the adviser provides continuous and regular
supervisory or management services. This encompasses assets managed directly by the
adviser, as well as those managed by related persons where applicable. It excludes assets
where the adviser acts solely as a broker or other limited roles that do not involve advisory
control. The scope of assets considered under regulatory AUM impacts how firms classify
themselves and which regulatory obligations they must fulfill.

Importance of Accurate AUM Reporting

Accurate reporting of regulatory assets under management is essential for maintaining
regulatory compliance and transparency with clients and the SEC. It affects the adviser's
classification (e.g., whether they are considered a large or small adviser), can influence fee
disclosures, and ensures proper regulatory oversight. Misreporting AUM can lead to
enforcement actions, fines, or reputational damage.

Overview of Form ADV and Its Purpose

Form ADV is the primary registration document for investment advisers with the SEC and
state regulators. It consists of two parts: Part 1, which contains information about the
adviser's business, ownership, clients, and disciplinary history; and Part 2, which is a
narrative brochure for clients. Regulatory assets under management form adv are reported
in Part 1, which serves as the basis for regulatory scrutiny.

Components of Form ADV Relevant to AUM

Within Form ADV Part 1, Item 5 specifically addresses assets under management. Advisers
must provide details on the total regulatory assets under management, broken down into
discretionary and non-discretionary categories. This section also requires disclosure of how
the AUM is calculated and the date to which the calculation applies. These components
enable regulators to assess the scale and scope of an adviser's operations.

Form ADV Filing and Update Requirements

Investment advisers are required to file Form ADV electronically through the Investment
Adviser Registration Depository (IARD) system. The form must be updated annually within
90 days of the fiscal year-end and amended promptly to reflect material changes, including
significant shifts in regulatory AUM. Timely and accurate filing of Form ADV is a
fundamental compliance obligation.

Calculating Regulatory Assets Under



Management

Calculating regulatory assets under management for Form ADV involves aggregating the
market value of all client assets managed by the adviser. The calculation must comply with
SEC guidelines to ensure consistency and comparability across advisers.

Discretionary vs. Non-Discretionary AUM

Discretionary AUM includes assets over which the adviser has full authority to make
investment decisions without client consent for each transaction. Non-discretionary AUM
comprises assets where the adviser provides recommendations but requires client approval
before executing trades. Both categories must be reported separately on Form ADV, as
they have different regulatory implications.

Assets Included in Regulatory AUM

Regulatory AUM includes the following asset types:

e Individual client portfolios managed on a discretionary or non-discretionary basis

¢ Assets in pooled investment vehicles where the adviser acts as the investment
manager

» Assets of related persons managed by the adviser, if applicable

* Assets under management for clients regardless of location, including foreign clients

It is important to exclude assets that do not fall under the SEC’s definition of advisory
assets, such as assets solely held in custody without advisory authority.

Reporting Requirements on Form ADV

The regulatory assets under management form adv section has specific reporting
instructions designed to maintain uniformity and transparency in adviser disclosures. These
instructions help regulators monitor the size and nature of advisory firms effectively.

Filing Instructions for AUM Disclosure

When reporting AUM on Form ADV, advisers must:

1. Calculate AUM as of the end of the most recent fiscal year or the date of the filing
amendment.

2. Separate assets into discretionary and non-discretionary categories.



3. Include detailed explanations if certain assets are excluded or treated differently.

4. Update the reported figures annually or upon material changes.

Impact of AUM on Regulatory Fees and Classification

The reported regulatory assets under management directly influence the fees paid by
advisers for registration and the applicable regulatory framework. For example, investment
advisers with AUM exceeding certain thresholds may be subject to additional reporting
requirements or examinations. As such, accurate AUM reporting ensures the adviser
complies with fee schedules and appropriate regulatory oversight.

Regulatory Implications and Compliance
Considerations

Regulatory assets under management form adv reporting carries significant compliance
obligations. Failure to report accurately can lead to regulatory scrutiny, penalties, or
adverse enforcement actions.

SEC Oversight and Examination Focus

The SEC uses AUM figures reported on Form ADV to identify advisers for routine
examinations and risk assessments. Firms with substantial AUM may face more frequent or
detailed audits. The SEC also reviews AUM to evaluate adherence to fiduciary duties and to
detect potential conflicts of interest.

Compliance Best Practices

Investment advisers should implement robust policies and procedures to:

e Ensure accurate and consistent calculation of regulatory AUM

Maintain detailed records supporting AUM figures

Train staff responsible for Form ADV preparation and filings

Regularly review and update AUM reporting processes

Engage compliance professionals or legal advisors to verify filings



Common Challenges and Best Practices

Reporting regulatory assets under management on Form ADV can present challenges,
especially for firms with complex structures or multiple asset types.

Challenges in AUM Calculation and Reporting

Common difficulties include:

e Determining which assets qualify as regulatory AUM under SEC definitions
e Distinguishing between discretionary and non-discretionary assets accurately
e Handling assets managed by affiliates or sub-advisers

e Keeping AUM figures current in rapidly changing market environments

Best Practices for Accurate AUM Reporting

To overcome these challenges, firms should adopt the following strategies:

1. Establish clear internal guidelines aligned with SEC rules for AUM calculation
2. Use reliable valuation methods and consistent cut-off dates

3. Coordinate between compliance, finance, and portfolio management teams
4. Conduct internal audits of AUM reporting processes regularly

5. Stay informed about regulatory updates affecting Form ADV requirements

Frequently Asked Questions

What is the Form ADV in relation to regulatory assets
under management?

Form ADV is a required filing for investment advisers with the SEC and state securities
authorities, where they disclose key information including their regulatory assets under
management (AUM).



How do investment advisers calculate regulatory assets
under management on Form ADV?

Regulatory assets under management on Form ADV are calculated by totaling the value of
all assets the adviser manages on a discretionary basis, including cash and cash
equivalents, securities portfolios, and certain other assets as defined by SEC rules.

Why is reporting regulatory assets under management
important on Form ADV?

Reporting regulatory assets under management on Form ADV is important because it
determines an adviser's regulatory obligations, including registration thresholds, and
provides transparency to clients and regulators about the size and scope of the adviser's
operations.

How often must regulatory assets under management
be updated on Form ADV?

Regulatory assets under management must be updated on Form ADV at least annually
through the annual amendment filing, and advisers must update this information promptly
if there are material changes.

What are the differences between regulatory assets
under management and total assets under
management on Form ADV?

Regulatory assets under management refer specifically to assets managed on a
discretionary basis as defined by the SEC, whereas total assets under management may
include non-discretionary assets; Form ADV focuses on regulatory AUM for compliance
purposes.

Can regulatory assets under management reported on
Form ADV impact an adviser's fee structure?

Yes, the amount of regulatory assets under management reported on Form ADV can
influence an adviser's fee structure, as many advisers charge fees based on AUM tiers, and
accurate reporting ensures correct fee calculations and regulatory compliance.

Additional Resources

1. Understanding Regulatory Assets Under Management: A Comprehensive Guide

This book offers a detailed overview of regulatory assets under management (AUM) as
reported on Form ADV. It breaks down the key components that investment advisers must
disclose and explains the regulatory significance of these assets. Readers will gain insights
into compliance requirements and how regulatory AUM impacts advisory practices.



2. Form ADV and Asset Management Compliance: Best Practices

Focusing on Form ADV, this book provides practical guidance for investment advisers to
accurately report regulatory assets under management. It includes step-by-step
instructions for completing the form, common pitfalls, and tips for maintaining compliance.
This resource is ideal for compliance officers and financial professionals.

3. Investment Adviser Regulation and Regulatory Assets Under Management

This book explores the regulatory framework governing investment advisers, with an
emphasis on the reporting of regulatory assets under management. It covers the legal
background, SEC rules, and enforcement trends. The book also discusses how regulatory
AUM influences adviser registration and oversight.

4. Calculating and Reporting Assets Under Management on Form ADV

A technical guide that focuses specifically on the methodologies for calculating regulatory
assets under management. It clarifies the distinctions between different types of assets and
provides examples to ensure accurate reporting. This book is essential for advisers tasked
with preparing Form ADV submissions.

5. SEC Form ADV: Navigating Regulatory Requirements for Asset Disclosure

This book provides an in-depth analysis of SEC Form ADV, highlighting the importance of
accurate asset disclosure. It explains the regulatory expectations for reporting AUM and
how these disclosures affect investor transparency and regulatory review. The book also
discusses recent updates and regulatory changes.

6. Regulatory Assets Under Management: Challenges and Solutions

Addressing common challenges faced by advisers, this book offers solutions for accurately
capturing and reporting regulatory assets under management. It includes case studies
illustrating compliance issues and strategies to overcome them. The book is a useful
resource for both new and experienced advisers.

7. Compliance Management for Investment Advisers: Focus on Regulatory Assets

This title emphasizes compliance management strategies related to regulatory assets
under management. It discusses internal controls, audit processes, and risk management
practices to ensure proper reporting on Form ADV. The book is designed to help firms avoid
regulatory pitfalls and maintain robust compliance programs.

8. Advanced Topics in Regulatory Assets Under Management Reporting

Targeted at seasoned professionals, this book delves into complex scenarios and advanced
topics in regulatory AUM reporting. It covers issues like affiliated assets, fee structures, and
multi-strategy reporting. Readers will find it valuable for deepening their understanding of
regulatory nuances.

9. The Impact of Regulatory Assets Under Management on Investment Adviser Registration
This book examines how regulatory assets under management affect the registration
requirements for investment advisers. It outlines thresholds, exemptions, and filing
obligations tied to AUM levels. The book is a key resource for advisers planning their
registration strategy and regulatory compliance.
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