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General SEC Enforcement Outlook for Registrants

¢ Consistent enforcement focus on investment advisers and

broker-dealers
e Civil penalties and disgorgement
e Private funds are a “substantive priority area”
e Direct from enforcement sweep investigations

e Cooperation

Penalties $4,194 $1,456 $1,091 $1101 $1,439
Disgorgement $2,245 $2,395 $3,588 $3,248 $2,506

$832
$2,957

Disgorgement totals for 2020 and 2021 have been adjusted to exclude amounts ordered but waived. The currently-reported
2020 figure of $3,588 (in millions) was previously reported as $3,589 (in millions). The currently reported 2021 figure of $2,395

(in millions) was previously reported as $2,396 (in millions). No other years were adjusted.
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Enforcement Overview

e Proactive Enforcement
— Regulation by enforcement
— Enforcement often follows significant rulemaking
— Speeding tickets/broken windows
— Direct from enforcement sweeps

Penalties

Admissions

Whistleblowers

Cooperation and self-reporting
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Expected Areas of Scrutiny
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Management fee offsets and excess management fees; misallocated expenses; conflicts of
interest

Manipulation of financial reports to conceal the magnitude of a strategy’s risk and
performance

Shadow trading and information scraping

Greenwashing and other potential disclosure violations

“Speeding ticket” violations such as Form PF and Custody Rule and failure to update Form
ADV regarding status of audits

FTX; 2023 Exam Focus

In a time of high volatility, risk-management disclosures and practices

Supervisory controls, including third-party vendors, internal reporting of incidents, and self-
disclosure
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