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Partners Stephen Ascher and Charles Riely and Associate Shailee Diwanji Sharma co-authored an
article for Private Equity Law Report examining the regulatory and litigation risks facing the private
credit industry as valuation practices come under increasing scrutiny.

The authors detail how investor redemption pressures and heightened regulatory focus, including
the Securities and Exchange Commission's (SEC) 2026 examination priorities, have put fund
managers, boards, and valuation committees on notice. A key driver is the classification of private
credit assets as Level 3 under fair value accounting standards, meaning valuations depend on
subjective assumptions that can be challenged after the fact by regulators, investors, or opposing
experts.

The article outlines categories of emerging civil litigation, from securities fraud class actions against
publicly traded business development companies to breach of fiduciary duty claims and LP-GP
disputes, and addresses the criminal dimension, noting that Jay Clayton, the former SEC chair now
serving as US Attorney for the Southern District of New York, publicly warned that "sketchy marks" in
private market valuations had drawn prosecutorial attention. Stephen, Charles, and Shailee offer
steps fund managers, boards, and valuation committees can take to strengthen valuation
governance, build contemporaneous documentation, and address redemption fairness obligations
during periods of portfolio stress.
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