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Proposal would significantly limit investor choice and set an untenable precedent for future
updates to other statements of policy.
Reg. BI Conduct Standard
LPL recognizes that Regulation Best Interest is the preeminent conduct standard
applicable to investment adviser and broker-dealer relationships with retail investors. We
commend NASAA for including Regulation Best Interest in its definition of "Conduct
Standard" within the Proposal. LPL believes that this best interest standard provides retail
investors with necessary protections, while still maintaining the flexibility necessary to allow
investors to tailor their investment portfolios to their individual needs.
Income and Net Worth Adjustments
If adopted, the Proposal would update the non-traded REIT investor income and net
worth requirements for inflation. LPL supports this adjustment and the use of the U.S. Bureau
of Labor Statistics Consumer Price Index for All Urban Consumers as the standard for
inflationary adjustment because reliance on a widely subscribed to and published statistic will
provide clarity and uniformity for the industry.
Accredited Investors
LPL encourages NASAA to consider an accredited investor exemption in the Proposal.
This is not a new exemption-currently two NASAA members' non-traded REIT guidelines
allow for an exemption for accredited investors 1• The definition of an accredited investor, as
enacted by Regulation D, includes more than just the individual investors referenced in the
Proposal. Licensed financial professionals, executives, and entities, including trusts,
corporations, pension plans, and the like, can also be considered accredited investors. 2 These
accredited investors are sophisticated, have an appropriate understanding of the risks
associated with direct participation programs, while also having the liquid net worth to manage
the volatility in the investment.
While LPL understands the issues raised by the Proposal with the term "accredited
investor," particularly around the necessity to protect vulnerable senior investors who qualify
because of their life savings, LPL does not believe that these issues support the elimination of
the accredited investor carve-out generally present in past regulations concerning REITs and
other similar products. Eligibility carve-outs are necessary to allow sophisticated, wealthy
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Iowa and Vennont.

2 17 C.F.R. § 230.501.
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