
On May 2, 2017, the United States House Committee on Financial 
Services began considering the proposed Financial CHOICE Act 
(the “Proposed Act”), a bill sponsored by Committee Chairman Jeb 
Hensarling (R-Texas). The Proposed Act includes provisions of par-
ticular importance to private equity fund advisers as well as the 
funds that they manage.1 

Specifically, Section 858 of the Proposed Act would reverse current 
law by exempting private equity fund advisers from the investment 
adviser registration and reporting requirements of the Investment 
Advisers Act of 1940. The SEC would issue final rules to define the 
term “private equity fund.” The SEC would also issue final rules to 
require private equity fund advisers to maintain such records and 
to provide it with such annual or other reports as the SEC determines 
is necessary and appropriate, taking into account fund size, gover-
nance, investment strategy, risk and other factors. The Proposed 
Act does not discuss how these reports would be filed and whether 
they would be publicly available, such as a Form D, or not publicly 
available, such as a Form PF. 

Further, Section 860 of the Proposed Act would expand the defini-
tion of “accredited investor” under Regulation D of the Securities 
Act of 1933, the private placement rules relied upon by most pri-
vate equity funds. The expanded definition would include those 
natural persons currently licensed as broker-dealers or investment 
advisers by the SEC, FINRA, another self-regulatory organization or 
a state securities agency. Moreover, the term “accredited investor” 
would include any natural person that the SEC determines to have 
demonstrable education or job experience to qualify as having pro-
fessional knowledge related to a particular investment, and whose 
education or job experience is verified by FINRA or another SRO 
(which, based on past SEC statements, could include accountants 
and attorneys, among others). Note that there is currently no analo-
gous change proposed in the context of the exemptions from reg-

istration under the Investment Company Act of 1940 relied upon by 
most private equity funds. This effectively means that the proposed 
expansion of the “accredited investor” definition would have little 
consequence for “Section 3(c)(7) funds” which, independent of 
Regulation D, have their own much higher “qualified purchaser” 
financial requirements. 

SKRC Observations

The Proposed Act is still in its very preliminary stages. Seward  
& Kissel Regulatory Compliance (SKRC) will be monitoring the  
Proposed Act very closely in order to keep our private equity clients 
apprised of any new developments that may affect their businesses. 
Until the proposals are enacted, private equity fund advisers remain 
subject to the registration and other requirements of the Advisers 
Act and, even if passed, we expect that most managers would con-
tinue to maintain a robust compliance program, especially in light 
of the demands of institutional investors. Moreover, with respect to 
the proposed accredited investor changes, we anticipate that the 
SEC will seek public comment, especially with respect to the pro-
fessional knowledge category. 

SKRC offers comprehensive compliance consulting services to pri-
vate equity fund managers under tailored fixed fee arrangements. 
SKRC’s services include SEC registration, compliance policies and 
procedures, ongoing compliance consulting, mock audits and SEC 
exam representation. For more information on SKRC, please con-
tact David Tang at tang@sewkis.com or (212) 574-1260.

1 The full text of the Proposed Act is available here. The Proposed Act includes 
many other notable provisions, including the repeal of the Department of 
Labor’s Fiduciary Rule, the repeal of the Volcker Rule under the Dodd-Frank 
Wall Street Reform and Consumer Protection Act and amendments that  
affect the prohibition on general solicitations under Regulation D of the  
Securities Act of 1933.

A Publication of Seward & Kissel Regulatory Compliance

Seward & Kissel Regulatory Compliance (SKRC) is a service provided by Seward & Kissel LLP. 
SKRC offers Compliance Services as well as an Online Compliance Subscription Service.

The information contained in this report is for informational purposes only and is not intended and should not be considered to be legal advice on any subject matter. 
As such, recipients of this report, whether clients or otherwise, should not act or refrain from acting on the basis of any information included in this report without 
seeking appropriate legal or other professional advice. This is presented without any warranty or representation as to its accuracy or completeness, or whether it 
reflects the most current legal developments. This report may contain attorney advertising. Prior results do not guarantee a similar outcome.

www.sewkis.com
© 2017 – present. Seward & Kissel LLP. All rights reserved.

One Battery Park Plaza  |  New York, NY 10004
212-574-1200  |  212-480-8421 (fax)  | sknyc@sewkis.com

901 K Street, NW  |  Washington, DC 20001
202-737-8833  |  202-737-5184 (fax)  |  skdc@sewkis.com

ComplianCe aleRT
MAy 2017

Key Impacts on Private Equity Industry of House Proposals

mailto:tang%40sewkis.com?subject=RE%3A%20Compliance%20Alert%20May%202017
https://www.congress.gov/bill/115th-congress/house-bill/10/text
http://www.sewkis.com/files/Publication/0466691b-f1ba-4b5c-a9d7-7322936db481/Presentation/PublicationAttachment/83ac6ca6-b5a3-4784-92d5-7964cb315b97/ComplianceSupport1_26_17.pdf
https://compliance.sewkis.com/
http://www.sewkis.com
mailto:%20sknyc%40sewkis.com?subject=
mailto:skdc%40sewkis.com?subject=

