
SEC Division of Examinations Highlights Valuation as 
Key Focus in ‘2023 Examination Priorities’
INTRODUCTION 

On February 7, 2023, the U.S. Securities and Exchange Commission’s (SEC) Division of Examinations (Division) 

published its “2023 Examination Priorities” report, and, once again, valuation was identified as a key item. Among the 

Division’s “Notable New and Significant Focus Areas” was the Investment Company Act of 1940 Rule 2a-5, which went 

into effect on March 8, 2021. Specifically, the Division said that it will, among other things: “(1) assess funds’ and fund 

boards’ compliance with the new requirements for determining fair value, implementing board oversight duties, setting 

recordkeeping and reporting requirements, and permitting the funds’ board to designate valuation designees to perform 

fair value determinations subject to oversight by the board; and (2) review whether adjustments have been made to 

valuation methodologies, compliance policies and procedures, governance practices, service provider oversight, and/

or reporting and recordkeeping.”

Another focus area of the Division will be registered investment advisors (RIAs) to private funds. Of particular interest 

to the Division will be these funds’ “calculation and allocation of fees and expenses, including the calculation of post-

commitment period management fees and the impact of valuation practices at private equity funds.”

The Division will also focus on RIAs to private funds with specific risk characteristics, including “private funds that hold 

certain hard-to-value investments, such as crypto assets and real estate-connected investments, with an emphasis on 

commercial real estate, private funds that invest in or sponsor Special Purpose Acquisition Companies, and private 

funds involved in adviser-led restructurings, including stapled secondary transactions and continuation funds.”

When examining RIAs, the Division will focus on various aspects of RIAs’ operations and compliance practices, including 

factors that “might impact valuation and the accuracy of RIA regulatory filings.” A typical Division RIA examination includes 

a review of their compliance programs and disclosures across several core areas, including valuation. 

Other 2023 examination priorities include the Advisers Act Rule 206(4)-1 (Marketing Rule) and Investment Company 

Act Rule 18f-4 (Derivatives Rule). Consistent with previous exam priority announcements, private fund advisers; adviser 

standards of conduct; environmental, social, and governance related issues; and cyber and digital assets remain top 

priorities along with other perennial priorities.

It is clear that valuation is a hot-button item for the Division. They have specialized working groups covering a range of 

areas, including private funds and valuation matters. With a global presence in the alternative asset industry, Houlihan 

Lokey’s Portfolio Valuation and Fund Advisory Services practice is here to help clients and prospects with their valuation 

and financial reporting needs while navigating the ever-changing regulatory environment. We have close to 200 

financial professionals across the United States, the United Kingdom, Asia, and the Middle East. Our professionals 

have valuation experience for investments in different sectors, industries, asset classes, and investment vehicles under 

various circumstances. Please do not hesitate to contact us with questions or inquiries related to our product offerings.
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ABOUT PORTFOLIO VALUATION AND FUND ADVISORY SERVICES

Houlihan Lokey’s Portfolio Valuation and Fund Advisory Services practice is a leading advisor to many of the world’s largest 

asset managers who rely on our strong reputation with regulators, auditors, and investors; private company, structured 

product, and derivative valuation experience; and independent voice. We value illiquid assets on behalf of hundreds of hedge 

funds, private equity firms, financial institutions, corporations, and investors. We rapidly mobilize the right team for the job, 

drawing on our expertise in a wide variety of asset classes and industries along with our real-world transaction experience and 

market knowledge from our dedicated global Financial and Valuation Advisory business.

OUR SERVICE AREAS

GLOBAL RECOGNITION

The HFM Services Awards named Houlihan Lokey “Best Valuations Firm for Hard to Value Assets” in the U.S. in 2018–2022 

and in Europe in 2020–2023, and it was named “Best Valuations Firm” in Asia in 2020–2022. Houlihan Lokey has now won 

these awards in all three geographic regions for three consecutive years!

The HFM Services Awards recognize hedge fund service providers that have demonstrated 
exceptional client service, innovative product development, and strong and sustainable 
business growth over the prior 12 months.

Best valuations firm for hard to value assets

Best valuations firm for hard to value assets
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Important Disclosure
© 2023 Houlihan Lokey. All rights reserved. This material may not be reproduced in any format by any means or redistributed without the prior written consent of Houlihan Lokey.

Houlihan Lokey is a trade name for Houlihan Lokey, Inc., and its subsidiaries and affiliates, which include the following licensed (or, in the case of Singapore, exempt) entities: in (i) the United States: Houlihan Lokey Capital, Inc., and Houlihan 
Lokey Advisors, LLC, each an SEC-registered broker-dealer and member of FINRA (www.finra.org) and SIPC (www.sipc.org) (investment banking services); (ii) Europe: Houlihan Lokey Advisory Limited, Houlihan Lokey EMEA, LLP, Houlihan 
Lokey (Corporate Finance) Limited, and Houlihan Lokey UK Limited, authorized and regulated by the U.K. Financial Conduct Authority; Houlihan Lokey (Europe) GmbH, authorized and regulated by the German Federal Financial Supervisory 
Authority (Bundesanstalt für Finanzdienstleistungsaufsicht); (iii) the United Arab Emirates, Dubai International Financial Centre (Dubai): Houlihan Lokey (MEA Financial Advisory) Limited, regulated by the Dubai Financial Services Authority for 
the provision of advising on financial products, arranging deals in investments, and arranging credit and advising on credit to professional clients only; (iv) Singapore: Houlihan Lokey (Singapore) Private Limited and Houlihan Lokey Advisers 
Singapore Private Limited, each an “exempt corporate finance adviser” able to provide exempt corporate finance advisory services to accredited investors only; (v) Hong Kong SAR: Houlihan Lokey (China) Limited, licensed in Hong Kong 
by the Securities and Futures Commission to conduct Type 1, 4, and 6 regulated activities to professional investors only; (vi) India: Houlihan Lokey Advisory (India) Private Limited, registered as an investment adviser with the Securities and 
Exchange Board of India (registration number INA000001217); and (vii) Australia: Houlihan Lokey (Australia) Pty Limited (ABN 74 601 825 227), a company incorporated in Australia and licensed by the Australian Securities and Investments 
Commission (AFSL number 474953) in respect of financial services provided to wholesale clients only. In the United Kingdom, European Economic Area (EEA), Dubai, Singapore, Hong Kong, India, and Australia, this communication is directed 
to intended recipients, including actual or potential professional clients (UK, EEA, and Dubai), accredited investors (Singapore), professional investors (Hong Kong), and wholesale clients (Australia), respectively. Other persons, such as retail 
clients, are NOT the intended recipients of our communications or services and should not act upon this communication. 

Houlihan Lokey gathers its data from sources it considers reliable; however, it does not guarantee the accuracy or completeness of the information provided within this presentation. The material presented reflects information known to the 
authors at the time this presentation was written, and this information is subject to change. Any forward-looking information and statements contained herein are subject to various risks and uncertainties, many of which are difficult to predict, 
that could cause actual results and developments to differ materially from those expressed in, or implied or projected by, the forward-looking information and statements. In addition, past performance should not be taken as an indication or 
guarantee of future performance, and information contained herein may be subject to variation as a result of currency fluctuations. Houlihan Lokey makes no representations or warranties, expressed or implied, regarding the accuracy of this 
material. The views expressed in this material accurately reflect the personal views of the authors regarding the subject securities and issuers and do not necessarily coincide with those of Houlihan Lokey. Officers, directors, and partners in 
the Houlihan Lokey group of companies may have positions in the securities of the companies discussed. This presentation does not constitute advice or a recommendation, offer, or solicitation with respect to the securities of any company 
discussed herein, is not intended to provide information upon which to base an investment decision, and should not be construed as such. Houlihan Lokey or its affiliates may from time to time provide investment banking or related services 
to these companies. Like all Houlihan Lokey employees, the authors of this presentation receive compensation that is affected by overall firm profitability.
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