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Importance and Structure of Private Funds
Donohue believes that regulations should recognize differences in business models of various
private funds.

Current Regulatory Exemptions for Private Investment Pools

e Securities Act of 1933 allows private funds to avoid registering their securities.

e Investment Company Act of 1940 allows private funds to limit their number of investors
to avoid having to protect traditional investor safeguards.

¢ Investment Advisers Act of 1940 allows private fund managers to avoid registering.

Options to Address the Private Funds Regulatory Gap
Donohue believes that any, or all, of the following measures should be taken to better regulate
private funds:

e Registration of private fund investment advisers under the Investment Advisers Act:

This would allow the SEC to collect reliable industry information

The SEC would be able to enforce the fiduciary responsibilities of advisers.
Additional oversight would prevent market abuses.

This would require private funds to have compliance programs to deal with
conflicts of interest.

o O O O

e Registration of private funds under the Investment Company Act:
o This would allow the SEC to develop requirements to protect investors.

e Rulemaking authority for the SEC.
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