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Independent filmmakers often face significant financial hurdles in bringing their creative visions to life. While traditional 
financing options such as studio backing, bank loans, and crowdfunding are available, one often-overlooked method is the 
use of private placement offerings. A private placement is a securities offering that allows filmmakers to raise capital from 
private investors without the regulatory burdens of a public offering.

Understanding Private Placements

A private placement is a sale of securities to a limited number of investors, typically institutional investors or high-net-
worth individuals. These transactions are generally exempt from registration with the Securities and Exchange 
Commission (SEC) under Regulation D of the Securities Act of 1933, which provides exemptions for private offerings, 
primarily under Rules 506(b) and 506(c).

 Rule 506(b) permits an unlimited amount to be raised but restricts solicitation and advertising while allowing up to 35 
non-accredited but sophisticated investors.

 Rule 506(c) also allows for unlimited fundraising but requires all investors to be accredited and allows general 
solicitation and advertising.

Structuring a Film Private Placement

When structuring a private placement for a film project, it is essential to create a private placement memorandum (PPM) 
that outlines the terms of the investment, including:

 The business structure (e.g., LLC or limited partnership)

 Investment terms and expected returns

 Risk disclosures (e.g., film industry volatility, distribution challenges)

 Management and key personnel

 Use of proceeds

Filmmakers typically establish a limited liability company (LLC) or limited partnership (LP) to hold the film’s rights and 
manage the investment funds. The LLC or LP serves as a distinct legal entity separate from the production company, 
providing liability protection and a structured means for investors to participate in the film’s financial success.

The LLC or LP enters into agreements with the film’s producers, distributors, and other stakeholders, ensuring that 
revenue streams are properly allocated. Investors in the LLC or LP receive a share of profits based on their investment 
terms, which may include preferred returns, equity stakes, or revenue participation models. These returns can be derived 
from various sources, including box office revenue, streaming deals, television licensing, foreign distribution, home 
entertainment sales, merchandising, and ancillary markets such as video games or novelizations.
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Legal Considerations

Attorneys advising filmmakers on private placements must ensure compliance with federal and state securities laws. This 
includes:

 Drafting and reviewing the PPM.

 Ensuring proper investor qualifications under Regulation D.

 Addressing blue sky laws (state securities laws) where applicable.

 Structuring the investment vehicle to align with investor protections and tax considerations.

Benefits and Risks

Benefits:

 Access to substantial capital without studio oversight.

 Flexibility in structuring deals with investors.

 Retention of creative control compared to traditional financing models.

Risks:

 High legal and compliance costs.

 Regulatory scrutiny if not properly structured.

 Potential for investor disputes if expectations are not managed properly.

Conclusion

Private placement offerings offer an attractive alternative for filmmakers seeking funding outside traditional avenues. 
However, the complexity of securities laws requires careful planning and legal guidance to ensure compliance and 
mitigate risks. For independent filmmakers and investors alike, working with experienced legal counsel can help navigate 
the regulatory landscape and maximize the potential for a successful investment.
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