
Asset & Wealth 
Management 
Benchmarking 
Insights | Alternatives

Fund of Funds

October 2023



PwC

1. Overview 3

2. Participant Demographics 5

3. Reporting Cycle 11

4. Financial Statement Presentation 17

5. Expenses 21

6. Valuation and Due Diligence 26

7. Governance 45

8. Operational Considerations 49

2

Table of Contents

Asset & Wealth Management Benchmarking Insights l Alternatives



Overview
x



PwC

Overview
PwC’s Asset & Wealth Management practice is pleased to publish the results from our Asset & Wealth 
Management Benchmarking Insights Series for Alternatives.  

Our benchmarking series is designed to gather, analyze and share information about key industry trends and 
metrics. This report summarizes industry practices related to fund of funds. Other reports in this series address 
other industry practices related to valuation, financial reporting, expenses, organizational structure, and use of 
service providers.

The information reflected in this report leverages the knowledge and experience garnered from providing audit 
services to leading alternative asset management firms. Our report captures information from over 32 US-based 
alternative asset management firms that sponsor fund of funds. Participants primarily have calendar year 
ends and are comprised of a variety of fund types, including private equity and hedge fund of funds.

Because of the diverse nature of alternative asset managers, these results should not be considered 
representative of all alternative asset management firms. Furthermore, many of the concepts in this 
report are influenced by the specific facts and circumstances of each participant. Accordingly, these results should 
be viewed as directional, rather than authoritative, and do not necessarily represent practices that are applicable in 
all situations. Lastly, some of the data in this report can be compared to data in previous reports that we have 
published on the same topic. However, note that there are some survey participants which participated in prior 
surveys but did not participate in the 2023 survey and vice versa. Therefore, differences should not be interpreted 
as trends. Should you have any questions about the data herein we encourage you to reach out to our team. Refer to 
the back of the report for our contact information. 

We hope that you find this report interesting and useful as you evaluate your organization on the topics highlighted 
herein.
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Participant Locations

6

41%
New York

16%
Boston

6%
Connecticut

9%
Southeast

19%
California 3%

Mid-Atlantic
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*Locations are based on the advisor’s primary location in line with form ADV.

6%
Chicago
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Standalone funds
79%

Master/Feeder 
funds
18%

Parallel funds
3%

Fewer than 10 funds
16%

10-30 funds
40%

31-100 funds
22%

More than 100 funds
22%

Number of Fund of Funds Managed

Participant Demographics

Assets Under Management

Primary Type of Funds Managed by the Advisor

Less than $1 billion
19%

$1-5 billion
41%

$5-20 billion
22%

Greater than 
$20 billion
18%
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Private 
Equity 

Fund of 
Funds

81%

Hedge 
Fund of 
Funds

19%

Primary Type of Fund of Funds Managed by the 
Advisor

Participant demographics
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Throughout this report data has been 
organized by showing responses for all 
survey participants as a whole, as well 
as separate charts depicting responses 
for each of the primary fund types: 
Hedge Fund of Funds and Private 
Equity Fund of Funds.

As many participants are large 
institutions that sponsor more than 
one type of fund strategy, responses 
from a given participant may be 
included in more than one of these 
categories. 



PwC 9

Asset & Wealth Management Benchmarking Insights l Alternatives

Participant portfolio composition

NOTE: Participants were given the option to select multiple responses. Therefore, percentages will not sum to 100%. 

Percentage of all participants that indicated their portfolio includes the following investment types:

75%

Primary 
Investments

Secondary      
Investments

Co-Investments Direct Investments

41% 50% 44%

Though the pool of participants in this report are all fund of funds advisors, the composition of each advisors’ fund
portfolios varies by strategy. The number of managers who have a given investment type within their portfolio is
indicated above. The information presented throughout this survey is predominantly focused on processes around
investments that utilize NAV as a practical expedient for valuation (i.e., primary investments, secondary
investments, and co-investments held through a co-investment vehicle), however certain pages indicate where there
are specific differences by investment type. Direct investments indicated above, most often represent situations in
which the Fund holds a direct investment, whether sourced independently or through a preexisting advisor relationship.
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Participant portfolio composition
Number of underlying Managers/GPs in fund portfolios across the complex (per manager):

More than 76 
Managers / GPs

Between 26 and 
75 Managers / GPs

Between 1 and 
25 Managers / 

GPs

53%
of all participants

have more than
50 underlying 

managers/GPs in their
fund portfolios

across the 
entire complex40% 43%

38%

16% 14%
16%

44% 43% 46%

All Participants Private Equity
Funds

Hedge Funds

Asset & Wealth Management Benchmarking Insights l Alternatives
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Reporting timelines

How many business days after year end are
the books closed?

All Participants

1-15 days

16-30 days

31-60 days

61-90 days

91-120 days

Greater than 120 days

In the interim cycle, the majority of participants close their books within 90 days of period end. This is in contrast to year end, where the
majority issue later than 90 days after year end. This timing is primarily due to the timing of receiving final/audited reporting during the year
end cycle, however many managers have also implemented processes in the interim cycle to shorten the amount of time from period end to
closing the books. Further information on the processes around evaluation of underlying fund reporting can be found in Section 6 of this report.

How many business days after interim
(month end/quarter end) are the books 

closed?

Note: The All Participant charts represent participant responses at the advisor level.  Therefore, responses for advisors that manage multiple strategies were only counted once.

6%

6%

28%

41%

16%

3%

3%

9%

19%

12%

41%

16%
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Reporting timelines

How many business days after year end are
the books closed?

Private Equity Fund of Funds

1-15 days

16-30 days

31-60 days

61-90 days

91-120 days

Greater than 120 days

How many business days after interim
(month end/quarter end) are the books 

closed?

4%

4%

25%

46%

18%

3%

4%

4%

14%

14%

46%

18%
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Reporting timelines

How many business days after year end are
the books closed?

Hedge Fund of Funds

1-15 days

16-30 days

31-60 days

61-90 days

91-120 days

Greater than 120 days

How many business days after interim
(month end/quarter end) are the books 

closed?

15%

8%

46%

8%

23%

0%

8%

15%

38%

0%

31%

8%
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Capital statements only
67%

Unaudited full 
financial statements

18%

Basic primary 
statements*

15%

Interim reporting considerations
Nature of interim reporting (Private Equity Funds):

Though providing only capital statements to investors is still the most common practice for interim reporting, providing
additional information continues to be increasingly common. Additional information typically is comprised of
unaudited, basic primary financial statements, but some participants also include abridged or full note disclosures.
Advisors must evaluate the balance between the level of transparency provided at interim dates and the efficiency of the
interim reporting process in determining whether additional information is to be provided alongside capital statements.

Type of interim reporting

Within 30 days
14%

31-45 days
11%

46-60 days
18%

61-75 days
18%

76-90 days
39%

Number of days after period end 
that the interim statements are 

mailed to investors

*4% of participants attach abridged note disclosures to 
basic primary statements

Asset & Wealth Management Benchmarking Insights l Alternatives
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All Participants

Hedge Fund of Funds

Timing of annual reporting

Private Equity Fund of Funds

How many business days after year end are the financial statements released?

6%

13%

16%

65%

0-90 days

91-120 days

121-150 days

151-180 days

Though fund of funds of SEC registered investment advisors are required
to release fund financial statements to investors within 180 days of year
end, some financial statements are issued in advance of this. The primary
drivers of this are staggering of financial statement issuance waves to
manage volume, and/or issuance timing based on the point at which
sufficient coverage of audited reporting is received for the underlying
portfolio.

4%

12%

19%

65%

0-90 days

91-120 days

121-150 days

151-180 days

8%

15%

8%

69%

0-90 days

91-120 days

121-150 days

151-180 days
Note: The All Participants chart represents participant responses at the advisor level.  Therefore, 
responses for advisors that manage multiple strategies were only counted once.
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No
81%

Yes

19%

No
82%

Yes
18%

Supplemental schedules

All Participants

Private Equity 
Fund of Funds

Hedge 
Fund of Funds

In situations where a supplemental schedule of 
investors capital is appended to the financial 
statements, inclusion of this information is most often 
in response to specific requests made by investors 
and/or mandated by the provisions set forth in the 
governing documents or side letters.

Is a supplemental schedule of individual investor’s capital appended to the financial statements?

No
77%

Yes
23%

Asset & Wealth Management Benchmarking Insights l Alternatives
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For funds that hold secondary investments, how are investments presented on the schedule of 
investments?

Schedule of investments – secondary funds

Condensed 
deal-by-deal

27%

Investment-
by-investment
73%

Private Equity 
Fund of Funds

Accounting guidance under US GAAP specific to private
investment funds allows for a condensed schedule of
investments to be presented. In this presentation, investments
exceeding 5% of the fund’s net asset value, are individually
presented on the schedule of investments, but those that do not
exceed this threshold are condensed into categories making
clear the geographic and industry characteristics of the
category.

In practice, certain secondary funds will present a condensed
schedule of investments where the investments are condensed
on a deal by deal basis, other than where individual investments
exceed 5% of net asset value. This is primarily performed in
order to provide investors with information on the economics
and relative returns of each deal. Though this allows investors
to gain transparency to performance in a way that is aligned
with how deals were sourced, careful consideration must be
given to this presentation by the advisor of the fund to ensure
that sufficient detail on industry and geographic classification is
presented, in line with the US GAAP requirements.
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Disclosures –access funds

Asset & Wealth Management Benchmarking Insights l Alternatives

Note: Participants were given the option to select multiple responses. Therefore, percentages will not sum to 100%. 

For access funds, what components of the underlying fund financial statements are disclosed in the 
investing fund financial statement?

US GAAP accounting guidance specific to

investment companies (ASC 946-235-50-4,5)

states that management shall consider whether,

and to what extent, disclosure of the investee

funds’ investment policies is appropriate. This

guidance stipulates that the notes to financial

statements of the reporting fund shall include (a) a

general description of the fund of funds structure

and (b) disclosure of valuation policy-values

generally based on information reported by

investee funds.

FV, 63%

MF, 41% IF, 41%

AP, 34%

PS, 22%

FV: Fair Value Methodology/Fair Value policy of underlying fund

MF: Management Fee Terms

IF: Incentive Fee Terms

AP: Accounting Policies of the underlying funds

PS: Primary Statements of the underlying funds
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Expenses – management fees
Are management fees typically based on Commitments or Invested Capital?

IC, 29%

CIC, 21%

CSD, 25%

C, 11%

O, 14%

Private Equity Fund of Funds

IC: Invested capital for the life of the fund

CIC: Commitment based initially and then switches to invested capital

CSD: Commitment for the life of the fund - fee rate steps down in later years

C: Commitment for the life of the fund - fee rate does not step down in later years 

O: 'Other' responses included aggregate value of investments and investment cost

Asset & Wealth Management Benchmarking Insights l Alternatives
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Expenses – management fees
Are management fees typically based on Commitments or Net Assets?

N, 60%

CIC, 10% CSD, 10% C, 10% O, 10%

Hedge Fund of Funds

N: Net Asset Value based

CIC: Commitment based initially and then switches to invested capital

CSD: Commitment for the life of the fund - fee rate steps down in later years

C: Commitment for the life of the fund - fee rate does not step down in later years 

O: 'Other' responses included aggregate value of investments and investment cost

Asset & Wealth Management Benchmarking Insights l Alternatives
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Rate is consistent 
across all investors

44%

Tiered based on a 
different measure
31%

Tiered based on 
commitment
25%

Rate is consistent 
across all investors

46%

Tiered based on a 
different measure
25%

Tiered based on 
commitment
29%

Expenses – management fees

Private Equity
Fund of Funds

Are management fees charged using a tiered rate, or charged consistently for all investors?

In situations where the rate varies by investor based 
on a measure other than commitment, the rate 
applied to each investor is based on side letter 
arrangements or the timing of investor entry into the 
fund.

All 
Participants

Rate is consistent 
across all investors

31%

Tiered based on a 
different measure
46%

Tiered based on 
commitment
23%

Hedge Funds 
of Funds

Asset & Wealth Management Benchmarking Insights l Alternatives
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Expenses – incentive structure
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After meeting the applicable hurdles, what is the carried interest or performance fee rate charged for 
each investment type, if applicable? 

Primary Investments Co-Investments

Secondary Investments Direct Investments

0%
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%

Valuation and investment due diligence

Asset & Wealth Management Benchmarking Insights l Alternatives

27

82%

of investee funds report on under a US GAAP reporting 
basis for financial statements

The accounting standards on fair value 
measurement (ASC 820) allow an 
investor to approximate fair value in 
an investee fund based on the Net 
Asset Value per share of the investee 
fund when the following conditions are 
met:

A . The investment does not have a 
readily determinable fair value 

B. The investment is in an entity that 
meets the US GAAP definition of an 
investment company.

Investee funds that report on a US 
GAAP basis (or its equivalent) satisfy 
requirement B above.

In contrast, when a different basis is 
used, that is not substantially  
equivalent to US GAAP, additional 
procedures are needed to determine 
that NAV is an appropriate measure of 
fair value. of Hedge 

Fund of Funds

83%
of Private Equity 
Fund of Funds
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Evaluation of current reporting by investee funds

28

Keep books open until all 
actuals received

62%

Book on estimates 
and evaluate 
differences
38%

Fund of fund waits for 
all coterminous 

quarterly reporting from 
underlying funds

50%

Mixed approach: 
Fund of funds utilizes 
all information 
available within a 
reasonable amount of 
time
44%

Fund of funds rolls prior 
quarter values forward 
for known cash flows
6%

How valuation is performed at interim:

Though 50% of fund of fund managers wait for final
reporting from underlying investee funds, it is
becoming increasingly common to move forward
with finalizing reporting based on other sources of
information.

Recording current month/quarter 
valuations:

The majority of participants keep their books open
while reporting is still being received and update the value 
of the investee fund accordingly. In contrast, others 
book on estimates and then perform an analysis to 
determine whether the books need to be reopened and 
values adjusted, once final reporting has been received.

All 
Participants

All 
Participants

Asset & Wealth Management Benchmarking Insights l Alternatives
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Yes
54%

No
46%

Yes
61%

No
39%

Yes
56%

No
44%

All 
Participants

55%

27%

18%

Materiality Look-back testing Other*

Valuation and investment due diligence

Does management wait for final financial information for all portfolio investments to become 
available from the underlying investment fund(s) prior to issuing financial statements?

29

If management uses estimates,  what is the rationale for issuing prior to receipt of final financial 
information?

*Other rationales include a combination of factors including materiality or historical results.

All Participants Private Equity Funds Hedge Funds

50%

35%

15%

31%

38%

31%

Hedge 
Funds

Private
Equity Funds 
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All Participants

How many days after year end are the 
underlying investments’ estimated NAVs

provided to management/investors?

How many days after year end are the 
underlying investments’ audited NAVs
provided to management/investors?

Valuation and investment due diligence

Within 30 days 

31-90 days

91-120 days

121 – 150 days

151 or more days

17%

56%

15%

8%

4% 5%

16%

25%

52%

2%

54% of all participants receive the underlying investments’ audited NAV within 90 days or less of year end.

Asset & Wealth Management Benchmarking Insights l Alternatives
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Private Equity Fund of Funds

How many days after year end are the 
underlying investments’ estimated NAVs 

provided to management/investors?

How many days after year end are the 
underlying investments’ audited NAVs 
provided to management/investors?

Valuation and investment due diligence

Within 30 days 

31-90 days

91-120 days

121 – 150 days

151 or more days

14%

56%

16%

9%

5% 7%

18%

25%

48%

2%

50% of all participants receive the underlying investments’ audited NAV within 90 days or less of year end.
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Hedge Fund of Funds

How many days after year end are the 
underlying investments’ estimated NAVs 

provided to management/investors?

How many days after year end are the 
underlying investments’ audited NAVs 
provided to management/investors?

Valuation and investment due diligence

Within 30 days 

31-90 days

91-120 days

121 – 150 days

151 or more days

32%

36%

9%

14%

9% 6%

14%

28%

52%

0%

52% of all participants receive the underlying investments’ audited NAV within 90 days or less of year end.
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Valuation and investment due diligence
How does management review the audited financial statements of investee funds in the Fund of Funds 
portfolio?

Investments selected for review on a sample
basis typically are the investee funds identified
as “higher risk” through the risk assessment
process completed by management. To ensure
coverage of the entire portfolio participants
indicated the review process is performed on a
rolling basis and/or the investee funds not
reviewed by management are outsourced to a
third party for review.

All investee 
funds
94%

A sample of 
investee 
funds
6%

All 
Participants

All investee 
funds
93%

A sample 
of investee 
funds
7% Private

Equity 
Fund of 
Funds

All investee 
funds

100%

Hedge 
Fund of 
Funds

Asset & Wealth Management Benchmarking Insights l Alternatives
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What characteristics of the underlying financial statements are reviewed by management or the 
administrator?

NOTE: Participants were given the option to select multiple responses. Therefore, percentages will not sum to 100%. 

The majority of participants noted 
less than 10% of investee funds are 
non-coterminous. For investee funds 

with a non-coterminous year end, 
additional procedures are performed 

to address the gap period between 
the audited values of the investee 

funds and the period end of the fund 
of fund.  

In those instances, common 
procedures performed include review 

of due diligence materials, 
rollforward of investment activity or 

cash flows as well as look-back 
testing.

All Participants

Valuation and investment due diligence

*Other represents non-compliance, total assets, off balance sheet exposure, and valuation policy.

91%

84%

75%

72%

56%

53%

41%

41%

41%

38%

34%

19%

Opinion Type

Basis of Accounting

Audit report date

Auditor

Subsequent Events

Carried Interest

Negative GP balance

Contingencies

Related party transactions

Operating vs. Investment Company

Uncertain Tax Positions (ASC 740)

Other

Asset & Wealth Management Benchmarking Insights l Alternatives
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What characteristics of the underlying financial statements are reviewed by management or the 
administrator?

Private Equity Fund of Funds

NOTE: Participants were given the option to select multiple responses. Therefore, percentages will not sum to 100%. 

Hedge Fund of Funds

Valuation and investment due diligence

92%

92%

85%

62%

62%

46%

31%

46%

46%

38%

38%

0%

Opinion Type

Basis of Accounting

Audit report date

Auditor

Subsequent Events

Carried Interest

Negative GP balance

Contingencies

Related party transactions

Operating vs. Investment Company

Uncertain Tax Positions (ASC 740)

Other

89%

82%

71%

68%

50%

57%

43%

43%

39%

43%

36%

21%

Opinion Type

Basis of Accounting

Audit report date

Auditor

Subsequent Events

Carried Interest

Negative GP balance

Contingencies

Related party transactions

Operating vs. Investment Company

Uncertain Tax Positions (ASC 740)

Other

*Other represents non-compliance, total assets, off balance sheet exposure, and valuation policy.
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Valuation and investment due diligence
Procedures performed by management in assessing the investment fair value during each period 
end:

Note: Participants were given the option to select multiple responses. Therefore, percentages will not sum to 100%. 

ODD: Operational due diligence

IDD: Investment due diligence

LBT: Look-back testing (Reconciliation of audited financial statements received for prior year ends)

REC: Reconciliation of underlying audited financial statements to capital statements for current year ends

RA: Portfolio risk assessment (risk rating / stratification of portfolio by risk)

FV: Fair valuation (e.g. revaluation of underlying investments to determine NAV)

ODD, 
63%

ODD, 
61%

ODD, 
69%

IDD, 
88%

IDD, 
89%

IDD, 
92%

LBT,
25% LBT, 

21%

LBT, 
38%

REC, 
56%

REC, 
61%

REC, 
38%

RA, 
19%

RA, 
21% RA, 

15%

FV, 
41%

FV, 
43%

FV,
46%

All Participants Private Equity Fund of Funds Hedge Fund of Funds
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Administrator 
and 

management
51%

Management only
14%

Administrator 
only
14%

N/A-
reconciliation 
not performed
21%

Administrator 
and 

management
50%

Administrator 
only
16%

Management 
only
16%

N/A-
reconciliation 
not performed
18%

Valuation and investment due diligence
Who performs the reconciliation of the underlying audited financial statements to capital statements? 

Private Equity
Fund of Funds

All Participants

The fund administrator and management performing a reconciliation
independently of one another ensures multiple layers of review and
may enhance control structure. This can be done by management only
as well. When solely the administrator performs the reconciliation,
then there must be a review process in place to review the
administrator’s work, as management is ultimately still responsible for
concluding on the reliability of reporting.

Administrator 
and 

management
46%

Management 
only
31%

Administrator only
23%

Hedge
Fund of Funds

Asset & Wealth Management Benchmarking Insights l Alternatives
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Full 
recalculation

43%

Partial 
recalculation 
based on risk 
or materiality
43%

Exception based 
review
14%

Valuation and investment due diligence
If the administrator prepares the reconciliation/recalculation of underlying auditing financial 
statements to capital statements, the advisor typically reviews their work by:

Examples of an exception based review approach
performed by the advisor may include focused review
on differences identified within the reconciliation as
flagged by the administrator or on investments that
report on as basis other than US GAAP.

All Participants

Full 
recalculation

45%

Partial recalculation 
based on risk or 
materiality
44%

Exception based 
review
11%

Full 
recalculation

50%

Partial 
recalculation 
based on risk 
or materiality
30%

Exception 
based review
20%

Private Equity
Fund of Funds

Hedge
Fund of Funds

Asset & Wealth Management Benchmarking Insights l Alternatives
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For investee funds with a reporting basis other than US GAAP, what reporting basis is used?

ASC 820 allows for investments that are valued using the NAV practical expedient to be excluded from the ASC 820 leveling table. For investee
funds that report under a basis of accounting other than US GAAP (or its equivalent), management must apply judgment to determine whether
NAV as practical expedient is applicable, or if the procedures performed to determine fair value constitute the application of significant 
unobservable inputs, particularly if adjustments to the NAV reported on the capital statement have been made to bring the reported NAV in
line with US GAAP.

Valuation and investment due diligence

IFRS
21%

UK GAAP
15%

Lux GAAP
14%

OCBOA
13%

Income Tax Basis
12%

Operating 
Companies
12%

Other*
13%

All Participants

*Other includes Dutch GAAP, French GAAP, Canadian GAAP, Australian GAAP, German GAAP, Italian GAAP and Swedish GAAP.
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For investee funds with a reporting basis other than US GAAP, what reporting basis is used?

Valuation and investment due diligence

IFRS
20%

UK GAAP
15%

Lux GAAP
14%OCBOA

14%

Income Tax 
Basis
12%

Operating 
Companies
12%

Other
13%

Private Equity
Fund of Funds

IFRS
24%

UK GAAP
12%

Lux GAAP
14%OCBOA

14%

Income Tax 
Basis
12%

Operating 
Companies
12%

Other
12%

Hedge
Fund of Funds
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What level of due diligence does management perform?

Valuation and investment due diligence

Review audited 
financial 

statements, 
quarterly reporting 
and attend annual 

meeting
53%

Robust GP 
Checklist which 
includes details of 
valuation 
methodology (at 
least annually)
31%

Minimal level of 
due diligence-
investee funds are 
coterminous year 
ends
13%

Other*
3%

All Participants

*Other represents a mix of all three
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What level of due diligence does management perform?

Valuation and investment due diligence

Review audited financial 
statements, quarterly 
reporting and attend 

annual meeting
54%

Robust GP Checklist 
which includes details 
of valuation 
methodology (at least 
annually)
28%

Minimal level of 
due diligence-
investee funds are 
coterminous year 
ends
14%

Other*
4%

Private Equity
Fund of Funds

*Other represents a mix of all three

Review audited 
financial 

statements, 
quarterly 

reporting and 
attend annual 

meeting
62%

Robust GP 
Checklist which 
includes details of 
valuation 
methodology (at 
least annually)
30%

Minimal level of 
due diligence-
investee funds are 
coterminous year 
ends
8%

Hedge Fund of 
Funds
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Valuation of co-investments

43

No
67%

Yes
33%

Management fully relies 
on lead sponsor's 

valuation analysis
33%

Management is fully 
independent by preparing 
its own valuation analysis
14%

In the case of a co-investment, does 
management fully rely on the lead sponsor's 
valuation analysis or do they prepare an 
independent valuation analysis?

In the case where a co-investment has 
audited financial statements and 

management is using NAV as a practical 
expedient, does management include the 
investment within the fair value leveling 

table?

All 
Participants

All 
Participants

Management prepares its own 
analysis as a reasonableness check 

to assess value provided by lead 
sponsor (Sponsor's valuation is used 

as the official value)
33%

Management prepares 
its own analysis, and 
uses lead sponsor's 
valuation as a 
reasonableness check 
(Management's 
valuation is used as the 
official value)
20%

Asset & Wealth Management Benchmarking Insights l Alternatives
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Do any of the underlying investment funds have material exposure to crypto related assets and 
liabilities, including cryptocurrencies and nonfungible tokens (NFTs)?

Crypto asset exposure

No
81%

Yes
19%

For the underlying funds that have material 
exposure to crypto related assets and 
liabilities, 83% of crypto assets account for 1-
10% AUM of the underlying fund. The 
other 17% of crypto assets account for between 
21-30% of AUM.

For the majority of funds, management’s 
procedure regarding due diligence is not 
substantially different from their traditional 
due diligence process. In some cases, due 
diligence is outsourced to third-party 
providers with experience with crypto related 
assets.

All 
Participants
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Governance
Formal committees established by the advisor include:

NOTE: Participants were given the option to select multiple responses. Therefore, percentages will not sum to 100%. 

V, 59%
V, 57%

V, 69%

O, 22% O, 21%

O, 8%

C, 22%
C, 25%

C, 8%

I, 56%
I, 54%

I, 62%

ODD, 28%
ODD, 32%

ODD, 23%

All Participants Private Equity Fund of Funds Hedge Fund of Funds

V: Valuation

O: Operations

C: Compliance

I: Investment

: Operational due diligence

Asset & Wealth Management Benchmarking Insights l Alternatives

46



PwC

Asset & Wealth Management Benchmarking Insights l Alternatives

47

Yes
69%

No
31%

Yes
69%No

31%

Yes
68%

No
32%

Percentage of participants that have established a valuation committee:

All 
Participants

Hedge Fund 
of Funds

Governance

Private 
Equity Fund 

of Funds

The makeup of the valuation committee depends on the size and personnel structure of the organization and at the 
discretion of the advisor.  Across all participants surveyed, the following personnel typically had roles on the valuation 
committee:

• Portfolio Managers/Analysts
• Chief Financial Officer
• Chief Compliance/Risk Officer
• General Counsel
• Operations personnel
• Directors
• Other members of Senior Management including the COO, CEO or head of Tax
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All Participants

Hedge Fund of Funds

Governance

Private Equity Fund of Funds

For those with a valuation committee, what details are provided and reviewed by the committee?

NOTE: Participants were given the option to select multiple responses. Therefore, percentages will not sum to 100%. 

82%

55%

45%

45%

27%

18%

Summary portfolio data

Listing of investments at fair value

Fair value models

Co-investment memos/writeups

Look-back testing results/exceptions

Listing of non-US GAAP reporters

84%

47%

37%

42%

32%

21%

Summary portfolio data

Listing of investments at fair value

Fair value models

Co-investment memos/writeups

Look-back testing results/exceptions

Listing of non-US GAAP reporters

78%

67%

44%

22%

44%

11%

Summary portfolio data

Listing of investments at fair value

Fair value models

Co-investment memos/writeups

Look-back testing results/exceptions

Listing of non-US GAAP reporters
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100%

of all participants outsource services to a third-party 
administrator

Although the responsibility for the 
books and records always rests with 
management, certain processes are 
often delegated to a third party
administrator.

In cases where a third party
administrator is used in some 
capacity, 81% have the 
administrator perform both 
financial accounting and financial 
reporting services on behalf of the 
advisor. For the remainder of 
participants, the administrator only 
performs financial accounting 
services and the financial reporting 
function is performed in-house. 

In either case, it remains critical that 
advisors have a robust control 
environment and well-defined set of 
processes to monitor the third party
administrator. of Hedge Fund

of Funds

89%
of Private Equity 
Fund of Funds
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Among participants that utilize a third-party administrator, how many administrators are used 
across the complex?

Use of third party administrators

One 
55%

Two
28%

Three or More
17%

All Participants

Of the participants that use two or more 
administrators, 54% indicated that the reason 
for having different administrators was to 
manage the different fund types. Most 
commonly, advisors use one administrator 
for their Hedge Fund of Funds and use a 
different administrator for their Private 
Equity Fund of Funds. The most common 
reason the other 46% of participants that use 
multiple administrators gave was volume 
constraints at the provider.
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Review of the 
administrators' 

prepared 
schedules/NAV 

packages only
52%

Partial Shadow
31%

Full Shadow
14%

Other*
3%

Review of the 
administrators' 

prepared 
schedules/NAV 

packages only
52%

Partial 
Shadow
32%

Full Shadow
16%

Use of third party administrators
How does the advisor monitor the fund administrator?

Most managers monitor the fund administrator by either 
maintaining partial shadow books and records or review of the 
workpapers prepared by the administrator. In these instances, it is 
imperative that management has a robust process for monitoring 
the administrator and reviewing the provided schedules, as 
responsibility for financial reporting still lies with the advisor. 

All Participants

Hedge Fund 
of Funds

Private 
Equity Fund

of Funds

Partial Shadow
46%

Review of the 
administrators' 
prepared 
schedules/NAV 
packages only
38%

Full Shadow
8%

Other*
8%

*Other includes split model of full shadow or exception-based oversight

Asset & Wealth Management Benchmarking Insights l Alternatives

52



PwC

Asset & Wealth Management Benchmarking Insights l Alternatives

53

Use of Technology
Breakdown of how technology is utilized in the following areas:

NOTE: Participants were given the option to select multiple responses. Therefore, percentages will not sum to 100%. 

O, 19%

O, 19%

O, 16%

O, 22%

O, 16%

I, 25%

I, 41%

I, 34%

I, 47%

I, 44%

E, 63%

E, 50%

E, 53%

E, 34%

E, 38%

Accounting System / Shadow Books

Valuation

Investor Allocations

Due Diligence

Investor Reporting

E: External (Purchased) technology I: Internally developed technology O: Other

*Other rationales include that the function is performed by a third-party. 
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