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• This amendment casts a wide net and would impose new and burdensome reporting 

requirements on thousands of U.S.-based domestic businesses that seek an exemption to raise 
capital under the securities laws 
 

• Businesses that seek to raise capital under SEC Rule 506 or Rule 144A are already required to 
file certain information with the SEC; the amendment would expand these reporting 
requirements and create a number of compliance hurdles for those private funds that invest in 
smaller domestic businesses and the for the business itself.  

 
• Businesses would be prohibited from raising funds in the private markets unless the provide the 

SEC with certain information, including individuals that constitute the “principal beneficial 
owners” of the business 
 

o The term “principal beneficial owner” is not defined under the bill, and the SEC would 
be left with broad discretion to define the term 

 
o Further, most businesses are already required to provide lenders with beneficial 

ownership information under the customer due diligence (CDD) rules, and FinCEN is 
currently working on a proposal to implement beneficial ownership provisions of the 
Corporate Transparency Act  

 
• Even small or middle market businesses can have corporate structures that make it difficult to 

determine who may constitute a “principal beneficial owner” under an SEC definition; these 
businesses will end up having to seek legal counsel in order to comply with an amorphous 
definition for fear of violating SEC rules  
 

• Rather than being a targeted measure to shine light on potential foreign or CCP control of 
businesses that seek financing in America, the amendment takes an extremely broad approach 
of applying new rules to virtually every small and middle market business in America 
 

• Such a mandate will also create privacy and cybersecurity risks, as early investors in young and 
startup businesses can potentially be exposed through the reporting requirements. Investors in 
such businesses often wish to keep their identities private for competitive and intellectual 
capital reasons; requiring them to be exposed in SEC filings would put a chill on private capital 
fundraising  


