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On March 12, 2025, the U.S. Securities and Exchange Commission provided
interpretive guidance pursuant to a no-action letter clarifying that issuers relying on
Rule 506(c) of Regulation D, the private offering safe harbor permitting general
advertising and solicitation, can satisfy the Rule’s accredited investor verification
requirements through investor self-certification when the investor is making an
investment equal to or above a minimum amount.

The no-action letter, which builds on prior industry guidance to broker-dealers and
registered investment advisers, means private funds no longer need to rely on more
burdensome accredited investor verification procedures when conducting Rule 506(c)
offerings, such as obtaining: IRS forms; bank or brokerage statements; credit reports;
or attorney, CPA, broker-dealer or registered investment adviser verification letters.

The minimum investment amounts are only $200,000 for natural persons and $1
million for entities,’ and binding capital commitments count towards the minimum,
meaning most sponsors should be able to take advantage of this new guidance for
Rule 506(c) offerings.

Under the new guidance, a private fund issuer could reasonably conclude that it has
taken reasonable steps to verify a purchaser’s accredited status if the private fund:

e obtains written representations that:
o the purchaser is an accredited investor; and
o the purchaser’s minimum investment amount is not financed? in whole or in part
by any third party for the specific purpose of making the particular investmentin
the issuer;


https://www.kirkland.com/
https://www.kirkland.com/
https://www.sec.gov/rules-regulations/no-action-interpretive-exemptive-letters/division-corporation-finance-no-action/latham-watkins-503c-031225
https://www.sifma.org/wp-content/uploads/2017/05/sifma-guidance-on-rule-506c-verification.pdf

e requires minimum investment amounts (including binding capital commitments) of
at least $200,000 for natural persons and least $1 million for legal entities;" and

e has no actual knowledge of any facts that indicate that any purchaser is not an
accredited investor or that any purchaser’'s minimum investment amount was
financed in whole or in part by any third party for the specific purpose of making the
particular investment in the issuer.

Historically, only a small percentage of offerings have relied on Rule 506(c) because of
the burdensome verification requirements. In particular, private fund sponsors often
found the verification requirements to be a roadblock to offering Rule 506(c) interests
to high-net-worth bank feeder vehicles and clients of intermediaries, such as broker-
dealers and registered investment advisers. We expect this new guidance will impact
the market and make Rule 506(c) offerings more prevalent.

If you have any questions, please contact the Kirkland IFG and regulatory attorneys
with whom you regularly work.

1. For entities that are accredited solely due to the accredited investor status of each of the entity’s equity owners,
the minimum investment amount is $1 million, or $200,000 for each of the entity’s equity owners if the entity has

fewer than five natural person owners. €

2. For the sake of clarity, the lack of financing requirement applies solely to the funds applied or committed to the
minimum investment amount but not to any greater investment amount made or committed by a purchaser or by
an equity owner of a purchaser. In addition, for entities that are accredited solely due to the accredited investor

status of each of the entity’s equity owners, each equity owner needs to make the lack of financing representation.
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This publication is distributed with the understanding that the author, publisher and
distributor of this publication and/or any linked publication are not rendering legal,
accounting, or other professional advice or opinions on specific facts or matters and,
accordingly, assume no liability whatsoever in connection with its use. Pursuant to
applicable rules of professional conduct, portions of this publication may constitute
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