
�ree Compliance Considerations
 for NAV Facilities in Private Markets
NAV facilities are a relatively new phenomenon and have their own unique compliance risks

Ensure you have express authority

Most LPA and side letter borrowing provisions were designed with subscription 
lines of credit in mind, which could have very different characteristics from NAV 
facilities. Managers should make sure that they have the authority to pledge fund 
assets, borrow with longer duration and utilize the loan for more than just bridging 
capital calls.

Have timely and accurate disclosure
Utilizing NAV loans increases the financial risk to the fund and certain material 
facts may need to be disclosed. Important disclosure items to consider are:

     loan size; 
     loan duration; 
     use of proceeds (fund distributions, value creation); 
     whether the loan was sourced from an LP or related party; and 
     cost of borrowing.  

Confirm accuracy of track records and 
marketing statements

NAV facilities affect track records and their impact will likely need to be disclosed in 
marketing materials. Performance tables which include levered (with NAV loan) 
returns may also need to include unlevered (without NAV loan) returns and case 
studies for companies utilizing NAV loan facilities may need to highlight their usage 
if company leverage ratios are discussed.
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