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understand their client.

The determination to use the services or products of a Strategic Alliance member is an important decision and should not be based solely upon a member’s participation in our Strategic Alliance Program.
RIA Compliance Consultants is not affiliated with these Strategic Alliance members, does not control or supervise the services or products of the Strategic Alliance member and reference to these
Strategic Alliance members does not mean that RIA Compliance Consultants has performed any level of due diligence on the Strategic Alliance member’s services or products. As with any service
provider, clients are urged to perform their own due diligence on the Strategic Alliance members listed on this page. Each registered investment adviser should perform its own independent investigation
and evaluation to make sure that the Strategic Alliance member is the best fit for its firm.
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Presentation Disclosures

» Although the sponsor of this presentation, RIA Compliance Consultants, Inc. (“Sponsor”), is an affiliate of a law firm and
Sponsor may have an individual on its staff that is also licensed as an attorney providing legal services in a completely
separate capacity, Sponsor is not a law firm and does not provide legal services or legal advice. A consulting relationship with
Sponsor does not provide the same protections as an attorney-client relationship.

» This presentation is offered for educational purposes only and should not be considered an engagement with Presenter or
Sponsor. This presentation should not be considered a comprehensive review or analysis of the topics discussed today.
These materials are not a substitute for consulting with an attorney or compliance consultant in a one-on-one context whereby
all the facts of your situation can be considered in their entirety.

» Despite efforts to be accurate and current, this presentation may contain out-of-date information. Additionally, Presenter and
Sponsor will not be under an obligation to advise you of any subsequent changes.

» Information provided during this presentation is provided "as is" without warranty of any kind, either express or implied,
including, without limitation, warranties and merchantability, fithess for a particular purpose, or non-infringement. Presenter
and Sponsor assume no liability or responsibility for any errors or omissions in the content of the presentation.
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Presentation Disclosures

» Information provided during this presentation relates solely to the Investment Advisers Act of 1940 and the rules thereunder
and, at times, we may reference similar state securities rules and regulations specific to registration as an investment adviser.
Certain circumstances or arrangements you may have may warrant you to consider other regulations that may apply
including, but not limited to: the Investment Company Act of 1940; the Securities Act of 1933; the Securities Exchange Act of
1934; ERISA and other Department of Labor regulations; federal or state laws and regulations and self-regulatory (e.g.,
FINRA) rules for broker-dealers and registered representatives/securities agents of broker-dealers; and state insurance rules
and regulations. The Sponsor of this presentation does not provide any advice or consulting services outside the scope of the
Investment Advisers Act of 1940 or similar investment adviser state securities rules and regulations. If you need advice
regarding any other rules or regulations, the Sponsor recommends that you consult with an attorney or consultant that
specializes in those specific rules or regulations.

» There is no guarantee or promise that concepts, opinions and/or recommendations discussed will be favorably received by
any particular court, arbitration panel or securities regulator or result in a certain outcome.

» To the extent that you provide RCC with your email address, it will be added to RCC'’s electronic newsletter mailing list
regarding compliance issues for investment advisers. You may opt out at any time by calling RCC at 877-345-4034 or clicking
at any time the “unsubscribe” link on the electronic newsletter.

« Communication with today’s webinar presenter is not protected by attorney-client privilege. Please keep questions during this
seminar in a hypothetical form. This seminar session and/or the presentation materials may be recorded, copied and/or
shared with third parties and/or posted to our public website.
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Assign CCO
to lead and
notify

consultant
and legal
counsel

PRIOR TO THE VISIT

Familiarize
yourself with
Form ADV
Part 2A,
Written
Supervisory
Procedures
and Code of
Ethics

Alert |A staff
of date exam
will start

Review last
exam and
verify all
corrective

actions
implemented

Prepare
documents
and reports

requested

Create a
method for Identify any
concerns or

weaknesses

organizing
documents
and tracking

Prepare
adequate
space for
Examiners

Plan a tour of
office
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Maintain professional Ensure office is clean and
appearance uncluttered

Prepare brief overview of IA
business

e Overview of |A firm and related Ensure availability of point

companies
e |A Services
e Statement about culture of compliance

person/CCO to Examiner staff
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DURING THE ONSITE EXAM — CONT.

Make sure CCO

and/or general Avoid hallway
counsel present conversations
during interviews

Take notes and Be professional,
mmmmd Provide clarification |[gsd accurate and
when needed honest

Keep log of
documents
requested/provided

Do not guess or Provide information
speculate promptly

Request exit
interview
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AFTER THE ONSITE VISIT

Be prepared for
follow-up exam

y

Correct
deficiencies

Address all identified
deficiencies

y

y

Respond promptly
to deficiency letter

Check with
Examiners to
confirm no
outstanding
requests/questions
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Failure to maintain
updated Written
Supervisory Procedures

Inconsistencies in Form
ADV

Failure to prepare and
maintain financial
statements as required

Failure to follow Written
Supervisory Procedures

Failure to update U-4
and ADV Part 2B
information

Misrepresentations on
advertising or marketing
material

2022 RIA Compliance Connection
COMMON EXAM DEFICIENCIES

Failure to perform and
document performance
of an annual compliance

review

Incorrect fee deductions
— fee calculation not
matching client
agreement/ADV

Outdated website
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COMMON EXAM DEFICIENCIES

Failure to conduct
remote/branch office
audits

Failure to document
annual best execution
UE

Failure to maintain
suitability information
and investment
objectives for clients

Failure to document
lowest cost share
class for mutual funds
in managed accounts

Inability to provide
requested records —
missing books and
records

Management of client
accounts inconsistent
with stated
investment objectives

Unregistered IARs
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SEC Exam Fact

Dcijnoc \ “During a typical examination, the

Division reviews the compliance programs

é‘ﬂo N"\ of RIAs in one or more of the following

'*\ - core areas: marketing practices, custody
and safety of client assets, valuation,
o portfolio management, brokerage and

execution, conflicts of interest, and
related disclosures.”

https://www.sec.gov/files/2022-exam-priorities.pdf
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Failure to Having Failure to
protect custody disclose
Unauthorized Unregistered confidential Overcharging without conflicts of
Trading Activity customer client fees following interest and
information safekeeping how
(PIl) requirements mitigated
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TIPS

* Ensure consistency among all IA documents — Form ADV, Client Agreements, WSPs

« States do not necessarily follow SEC No-Action Letters or NASAA Model Rules

« Regulators have policies that change with new staff — the focus changes with administrations
« Don’t refuse an audit (or try to postpone indefinitely)

« If possible, fix any deficiencies identified during an audit while the Examiners are onsite

« If you disagree with a finding, make your case in writing using relevant law

* Regulators may obtain data from custodians (verify assets)

* Do not try to hide disclosure

» Keep evidence of yearly offerings

« Fairness is not guaranteed — all regulators do not agree on rules, appropriate disclosures or actions
» Err on the side of more disclosure



RI complianc 2022 RIA Compliance Connection

Resources

v RCC Sample Form “SEC Exam — Best Practices Checklist”
v RCC FAQs — “Preparing for an On-Site SEC Audit”

v’ SEC 2022 Examination Priorities

v’ Standard document request
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Strategic Alliance Sponsor
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l l n I tl FI Modern solution for financial professionals to
| s _ fulfill their fiduciary responsibility to know and
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understand their client.

The determination to use the services or products of a Strategic Alliance member is an important decision and should not be based solely upon a member’s participation in our Strategic Alliance Program.
RIA Compliance Consultants is not affiliated with these Strategic Alliance members, does not control or supervise the services or products of the Strategic Alliance member and reference to these
Strategic Alliance members does not mean that RIA Compliance Consultants has performed any level of due diligence on the Strategic Alliance member’s services or products. As with any service
provider, clients are urged to perform their own due diligence on the Strategic Alliance members listed on this page. Each registered investment adviser should perform its own independent investigation
and evaluation to make sure that the Strategic Alliance member is the best fit for its firm.
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Connect With Us

www.ria-compliance-consultants.com
www.Facebook.com/riacompliance
www.You Tube.com/riacompliance
www.linkedin.com/company/ria-compliance-consultants-inc.
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