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Modalities for migration to Accredited Investor only schemes and relaxations 

to Large Value Funds for Accredited Investors 

On November 18, 2025, the Securities Exchange Board of India (“SEBI”) had notified the SEBI (Alternative Investment 

Funds (“AIF”) (Third Amendment) Regulations, 2025 (“Third Amendment”), to amend the SEBI (Alternative 

Investment Funds) Regulations, 2012 (“AIF Regulations”). Under the Third Amendment, SEBI introduced a new 

category of AIF schemes known as ‘Accredited Investors Only Fund’ (“AIOFs”) along with associated exemptions and 

relaxations. Following the said notification, SEBI, on December 8, 2025, has issued a Circular (“Circular”) setting out 

the modalities for existing AIF schemes to migrate to AIOFs.  

 

Background to the Circular 

AIOFs, which were introduced pursuant to the Third Amendment, are defined as AIFs or schemes of an AIF in 

which each investor (other than the manager, sponsor, employees or directors of the AIF or of the manager) is 

an Accredited Investor (“AI”) (as defined under the AIF Regulations. AIOFs are an umbrella category of funds or 

schemes that subsumes the already existing category of Large Value Fund (“LVFs”) for AIs. In order to introduce 

a lighter-touch regulatory framework for AIOFs onboarding AIs , the Third Amendment provided for certain 

relaxations and exemptions to AIOFs as well as certain additional relaxations for LVFs. For details of such 

exemptions and relaxations, please refer to the JSA Prism of December 4, 2025.  

As per the Third Amendment, existing AIFs or schemes of AIFs launched prior to the notification of the Third 

Amendment could convert and migrate to AIOFs, subject to the conditions as may be specified. The Circular, which 

comes into immediate effect, provides for certain modalities to allow for such migration. 

 

Key modalities under the Circular 

Launch and naming of AI-only and LVF schemes 

Any new scheme proposed to be launched as an AIOF or LVF will have the words ‘AI only fund’ or ‘LVF’ respectively, 

added to the scheme name at the end. (For example, ‘XYZ AI only fund’ and ‘ABC LVF’). 
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Migration/conversion of existing schemes 

1. Existing eligible AIFs/schemes of AIFs launched prior to the notification of the Third Amendment may convert or 

migrate to AIOF or LVFs only upon obtaining positive consent from all the investors and subject to meeting the 

respective regulatory conditions for AIOF or LVF structures. 

2. After conversion, the scheme must: (a) change its name to include the ‘AI only fund’ or ‘LVF’ suffix; and (b) report 

the conversion and name change to SEBI and the depositories within 15 (fifteen) days of conversion. 

 

AI status and investor eligibility 

The AIF Regulations define ‘accredited investors’ as investors who meet certain specified financial thresholds, and are 

granted certificates of accreditation by accreditation agencies. The Circular clarifies that once an investor is onboarded 

into a scheme as an AI, their status will be reckoned as an AI throughout the life of the scheme, even if such investor 

were to lose such status in the interim. This allows for long-term certainty for both AIF managers and investors and 

avoids the need for managers to re-test the AI status of investors in the middle of the fund tenure. 

 

Clarification on tenure extension  

The Circular clarifies that an AIOF may extend its tenure by up to 5 (five) years in total, including any tenure extensions 

already granted before conversion to a AIOF or LVF. 

 

Additional relaxations for LVFs 

LVFs receive further compliance relaxations over and above AIOF, consistent with the higher ticket size required for 

investment in LVFs. Pursuant to the Circular, LVFs are now exempted from: 

1. following the standard Private Placement Memorandum (“PPM”) template as prescribed by SEBI; and 

2. the requirement of annual audit of the terms of the PPM. 

Notably, each of these exemptions are available to LVFs without the requirement of obtaining specific waivers from 

investors. 

 

Compliance obligation on trustee/sponsor of AIF 

In terms of Paragraph 15.2 of the Master Circular for AIFs, trustees and sponsors of AIFs are required to prepare a 

‘Compliance Test Report’ (“CTR”). The CTR is a quarterly certificate confirming that the AIF and its schemes comply 

with all SEBI AIF regulations, circulars and PPM disclosures. The Circular clarifies that the CTR will also cover 

compliance with the provisions of the Circular. 

 

Conclusion 

Given the lighter-touch regulatory framework made available for AIOFs and LVFs under the Third Amendment, 

managers and sponsors of existing AIFs have been exploring conversion and migration to AIOFs and LVFs. Now, with 

the issuance of the Circular, SEBI has paved the way for such conversion by providing more clarity on the modalities 

for such conversion. 
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Finance Practice 

JSA has a widely recognised market leading banking & finance practice in India. Our practice is partner led and 

is committed to providing quality professional service combining domain knowledge with a constructive, 

consistent, comprehensive and commercial approach to issues. Clients trust our banking lawyers to take a 

practical and business-oriented approach to achieving their objectives. Our lawyers have a clear understanding 

of the expectations and requirements of both sides to a financing transaction and provide tailored advice to each 

client’s needs. The practice is especially praised for its accessibility and responsiveness and its ability to work 

well with international firms and clients. We represent a variety of clients including domestic and global banks, 

non-banking finance companies, institutional lenders, multi-lateral, developmental finance and export credit 

institutions, asset managers, funds, arrangers and corporate borrowers in different sectors on a wide range of 

financing transactions.  

Our full spectrum of services includes advising clients on corporate debt transactions (including term and 

working capital debt), acquisition finance, structured finance, project finance, asset finance, real estate finance, 

trade finance, securitisation, debt capital markets and restructuring and insolvency assignments.  

Our practice has been consistently ranked in the top-tier for several years, and several of our partners are 

regarded highly, by international publications such as Chambers and Partners, IFLR, Asia Law, Legal 500, Asia 

Legal Business, IBLJ and Leaders League. 
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This Prism is not an advertisement or any form of solicitation and should not be construed as such. This Prism has been 

prepared for general information purposes only. Nothing in this Prism constitutes professional advice or a legal opinion. 

You should obtain appropriate professional advice before making any business, legal or other decisions. JSA and the 

authors of this Prism disclaim all and any liability to any person who takes any decision based on this publication. 
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