
 
 
 
 
August 30, 2012  
 
AngelList LLC 
San Francisco, California 94107 

 

Re: K&L Gates Opinion as to Why AngelList Does Not Need To Register as a Broker and 
Why Companies Posting Information to Accredited Investors on the AngelList 
Website are Not Engaged in a General Solicitation  
 

Ladies and Gentlemen: 

 AngelList LLC (“AngelList”) operates a website (http://angel.co/), which permits 
companies seeking angel financing (the “Companies”) and accredited investors 
(“Investors”) to meet and communicate.  You have requested that we provide this written 
opinion as to whether AngelList must register as a broker or dealer and whether a Company 
using AngelList’s website will be engaged in a general solicitation of securities in violation 
of Rule 506 of Regulation D under the Securities Act of 1933, as amended (the “Securities 
Act”). 

I. OVERVIEW OF OPINION 

Based on the facts, analysis and reasoning discussed below, as well as AngelList’s 
representations, and subject to the limitations and assumptions set forth herein, it is our 
opinion that: (1) AngelList is not required to register with the Securities and Exchange 
Commission (“SEC” or the “Commission”) as a “broker” or “dealer;”1 and (2) a Company 
that posts information relating to a potential financial transaction on AngelList’s website for 
review by accredited investors will not be engaged in a general solicitation of securities in 
violation of Rule 506 of Regulation D under the Securities Act (“Regulation D”).

                                                 
1  Exchange Act § 15(a)(1).  A “dealer” is defined in Section 3(a)(5)(A) of the Exchange At as “any person 
engaged in the business of buying and selling securities […] for such person’s own account through a broker or 
otherwise”  Because AngelList does not buy or sell any securities for its own account, it is not a “dealer”.  As a 
result, this opinion letter focuses only on the question of whether AngelList could be deemed to be a “broker” -- 
that is, a person engaged in the business of buying and selling securities for the account of others.  See Section 
3(a)(4) of the Exchange Act.    
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In rendering this opinion, we have relied entirely upon the factual information 
provided to us by you, as summarized or discussed herein.  We have not attempted to 
independently verify this information, and we assume no responsibility to do so.  We also 
assume that this information does not contain any material misstatement of fact and does not 
omit any material factual matter.   

 Section 201(c) of the Jumpstart Our Business Startups Act (the “JOBS Act”), as 
codified in Section 4(b) of the Securities Act, expressly provides that entities engaged in 
activities similar to those of AngelList, and operating pursuant to conditions that AngelList 
satisfies, are not required to register as a “broker” or a “dealer.” In fact, AngelList is 
mentioned in the legislative history of Section 201(c) of the JOBS Act,2 and specifically for 
the success that its high standards for investors and vetting efforts have brought to its model.3  
Aside from Section 4(b) of the Securities Act, we are not aware of any statutes, judicial cases, 
Commission rulings, or other binding authority directly addressing the issues raised in this 
opinion.     

II. FACTUAL BACKGROUND 

You have advised us of, and we have assumed for purposes of this opinion, the 
following relevant facts, which we have not independently verified: 

AngelList was founded in 2010 to operate a website (http://angel.co/) that permits 
Companies seeking angel financing and Investors, who are accredited investors,4 to meet and 
communicate with each other.  AngelList is, in essence, a networking website for early stage 
companies and angel investors (as well as related professionals, such as lawyers and 
recruiters), combined with other “social network” functionality.5 

Any private company can post on the website general information about itself, its 
products or services, and its management team, and that information is publicly available.  
Companies also can post information, including information about potential fundraising 

                                                 
2   See Testimony of Tim Rowe, Founder and CEO, Cambridge Innovation Center, March 6, 2012.  
3  See Written Testimony of Dana Mauriello, Co-Founder and President of ProFounder, to the Subcommittee 
on Capital Markets and Government, September 21, 2011 (“AngelList . . . gained notoriety because of their 
careful curation of deals and the social validation tools that they employ to keep the network of investors and 
entrepreneurs of a very high caliber.”). 

4  Rule 501 of Regulation D generally defines an “accredited investor” to include: (1) a bank, insurance 
company, registered investment company, business development company, or small business investment 
company; (2) an employee benefit plan, within the meaning of the Employee Retirement Income Security Act, if 
a bank, insurance company, or registered investment adviser makes the investment decisions, or if the plan has 
total assets in excess of $5 million; (3) a charitable organization, corporation, or partnership with assets 
exceeding $5 million; (4) a director, executive officer, or general partner of the company selling the securities; 
(5) an entity in which all the equity owners are accredited investors; (6) a natural person who has individual net 
worth, or joint net worth with the person’s spouse, that exceeds $1 million at the time of the purchase, excluding 
the value of the primary residence of such person; (7) a natural person with income exceeding $200,000 in each 
of the two most recent years or joint income with a spouse exceeding $300,000 for those years and a reasonable 
expectation of the same income level in the current year; or (8) a trust with assets in excess of $5 million, not 
formed to acquire the securities offered, whose purchase is directed by a sophisticated person. 
5  Among the social networking functions permitted by the website are the ability of Companies to limit 
which Investors see their information, and the ability of users to communicate with and track the web site 
activity of other users. 
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activities, on a restricted portion of the website.  In order to gain access to this portion of the 
website, a potential Investor must be an accredited investor.6 AngelList requests information 
with respect to a potential Investor’s accredited investor status.  Upon review of this 
information, AngelList will either confirm that the Investor is an accredited investor, and 
grant the Investor access to the restricted portion of the website, or it will request additional 
information in order to make this determination. Finally, the potential user must be granted 
access to the restricted information of a specific Company by that Company.  AngelList will 
remove an Investor from being able to view the restricted portion of the website if AngelList 
learns that the Investor does not use the site in a professional manner, or if AngelList receives 
repeated complaints about that Investor. 

The above described access, eligibility and monitoring features are an integral part of 
the success of the website.  AngelList seeks to attract an experienced group of Investors and 
professionals.  This group can and does efficiently share valuable observations, information 
about prior investment experiences, and analyses with Companies, as well as with each other.  

Investors can use the system to sort Companies by various criteria, such as location 
and industry focus.  Investors can also follow what Companies other users of the site are 
interested in, and can use the site to discuss particular Companies (and other matters) with 
other Investors.  Companies have the ability to limit the types of Investors who can see their 
transaction-related information, and can approve other Investors who request to see that 
Company’s transaction-related information.  Companies and Investors can use the site to 
report their experience – good or bad – with other Investors or Companies. 

The website automatically scans information posted by Companies in the public 
portion of the website and flags that posting for a manual review.  On occasion, AngelList 
has become aware of information that could be deemed a general solicitation or public 
offering, and has removed the offending information from the website.  AngelList will also 
remove postings after determining that a company is a non-technology company, has posted 
incomplete information, has posted duplicate information, or is not a feasible enterprise (for 
example, a company that proposes to develop a perpetual motion machine). AngelList does 
not review or monitor proposed transactions or similar terms on the restricted portion of the 
website.  

AngelList also provides a “curation” function.  As AngelList reviews new transaction-
related postings, it may manually identify a Company that is not particularly well-connected 
or well-known in the angel investing community, but that provides an interesting opportunity 
based, perhaps, on its founder or customer traction.  AngelList will send information about 
the Company to a group of approved Investors who have identified the Company’s business 
or geographic area to be of interest.  AngelList does not perform due diligence and does not 

                                                 
6  Currently, an Investor generally also must meet an additional sophistication requirement, by demonstrating 
that he or she previously has made angel investments, that he or she is an investment professional, or that he or 
she is recommended by at least one other investor on the site.  Currently, AngelList may grant provisional 
access to the website to potential Investors who are accredited investors, but who have not met this additional 
sophistication requirement. In the future, AngelList may allow all accredited investors full access to the 
restricted portion of the website without the requirement of previous angel investing experience.  Regardless of 
any internal sophistication requirements set by AngelList, all Investors must be accredited investors, and 
therefore, the continued application of, or the failure to continue to apply, any such sophistication requirement 
does not impact this opinion.   
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focus on proposed transaction terms.  AngelList does not recommend or otherwise suggest 
that any Investor make an investment in a particular Company, or that any Company offer 
securities to a particular Investor. AngelList believes that this curation function is valuable to 
the Companies, which may not have the experience or the expertise to know that particular 
Investors may be able to help them, and further believes it is valuable to the Investors, who 
may not have the time to sift through all of the different transaction-related postings that 
come onto the site. 

AngelList makes available on its website standardized transaction documents, which 
may be accessed and downloaded by Investors or Companies who wish to engage in a 
transaction.  The Investors and Companies may then complete the transaction documents 
with separately negotiated terms and effect the transaction through a registered broker-dealer.  
Use of the form documents is entirely optional and the transactions for the purchase or sale of 
Company securities are not effected on or through the AngelList website.   

Notably, in addition to the fact that no transactions are executed on or through the 
website, AngelList receives no direct or indirect compensation from users of the website, 
from the Companies seeking financing, or from the Investors on the website.  There also is no 
advertising on the website.  If one or more of the Investors decides to provide angel funding 
to a Company, the Investors and the Company will enter into direct negotiations, which will 
not involve AngelList or the website.  Indeed, AngelList may and often will be entirely 
unaware of these negotiations, although AngelList may try to obtain information about 
successful investments after they have occurred on a voluntary basis. 

The founders of AngelList have participated in certain co-investment activities 
involving the Companies.  For example, the founders of AngelList were asked to and did 
establish a private fund on behalf of an investor in AngelList with the purpose of co-investing 
in promising startup companies.7  Additionally, one of the AngelList’s founders also manages 
a private fund that began, and made a majority of its investments, prior to the existence of 
AngelList and its website.8  Finally, each of AngelList’s two founders, from time-to-time, 
makes angel investments in Companies on the site.  When they do so, they are acting in their 
personal capacities, and not on behalf of AngelList or the website.9   

III. ANGELLIST IS NOT REQUIRED TO REGISTER AS A BROKER OR 
DEALER. 

A. AngelList is Not Required to Register as a Broker or Dealer Pursuant to 
 Section 4(b) of the Securities Act.  

 In April 2012, President Obama signed into law the JOBS Act, which is aimed at 
easing the regulatory burdens of initial public offerings and private placements in an effort to 
facilitate access to capital markets.  In relevant part, Section 201(c) of the JOBS Act provides 
a specific exemption from registration as a broker or dealer for entities providing certain 

                                                 
7 Neither AngelList, nor its founders, collected any fees in connection with this fund. 
8  The terms of the investments were negotiated directly by the founder in his capacity as manager to the fund 
and did not involve AngelList in any way.   
9  The founders, and the companies in which they invest, receive no special treatment or recognition on the 
website. 
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services and meeting certain conditions.  This exemption was codified as Section 4(b) of the 
Securities Act.  Section 4(b) of the Securities Act provides an exemption for registration as a 
broker if a person, with respect to securities offered and sold in compliance with Rule 506 of 
Regulation D10: (i) “maintains a platform or mechanism that permits the offer, sale, purchase, 
or negotiation of or with respect to securities or permits general solicitations, general 
advertisements, or similar or related activities by issuers of such securities, whether online, in 
person or through any other means;” (ii) co-invests in such securities; or (iii) provides 
“ancillary services” with respect to such securities.11  In order to qualify for this exemption, 
the person, and all of its associates, must (1) receive no compensation in connection with the 
purchase or sale of such securities; (2) not have possession of customer funds or securities in 
connection with the purchase or sale of such securities; and (3) not be disqualified from 
membership in a self-regulatory organization under Section 3(a)(39) of the Securities 
Exchange Act of 1934, as amended (the “Exchange Act”).12 

 AngelList is in full compliance with the conditions of Section 4(b) of the Securities 
Act and, therefore, is exempt from the requirement to register as a broker.  AngelList 
maintains a website that permits Companies to offer securities in compliance with Rule 506 
of Regulation D (although no sales can be executed through the AngelList website).13  In 
connection with its website, neither AngelList nor any person associated with AngelList:  
receives any compensation in connection with the purchase or sale of securities through its 
website; has possession of customer funds or securities in connection with the purchase or 
sale of securities through its website; or is disqualified from participation in a self-regulatory 
organization.14   

1. AngelList Receives No Compensation in Connection with the Purchase 
or Sale of Securities through Its Website. 

 AngelList and individuals associated with AngelList receive no compensation in 
connection with the purchase or sale of securities through its website.  There are no fees 
associated with accessing the general information on the AngelList website, or for gaining 
access to the restricted portion of the website.  Neither the Investors nor the Companies pay 
AngelList for the use of its website.  Furthermore, there are no advertisements on the 

                                                 
10  We note that because AngelList does not effect any transactions for the purchase or sale of securities, it is 
not clear that the provision in Section 4(b) requiring that the transaction be in compliance with Rule 506 of 
Regulation D is even applicable to AngelList. However, because AngelList is available only to accredited 
investors, AngelList has, to the best of its ability, ensured that all transactions made as a result of a connection 
through  AngelList are eligible to comply with Rule 506 of Regulation D.   
11  “Ancillary services” are defined in Section 4(b) of the Securities Act to include: (1) the provision of due 
diligence services, in connection with the offer, sale, purchase or negotiation of such security, so long as such 
services do not include for separate compensation, investment advice or recommendations to issuers or 
investors; and (2) the provision of standardized documents to the issuers and investors, so long as such person or 
entity does not negotiate the terms of the issuance for and on behalf of third parties and issuers area not required 
to use the standardized documents as a condition of using the service.” 
12  Section 3(a)(39) of the Exchange Act provides certain activities that would subject a person to a “statutory 
disqualification” with respect to membership or participating in a self-regulatory organization.  Such activities 
generally include a previous expulsion from a self-regulatory organization, suspension or revocation of 
registration with the Commission or a foreign regulatory authority, etc.   
13  Section 4(b)(1) of the Securities Act. 
14 Section 4(b)(2) of the Securities Act.   
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AngelList website, and therefore, AngelList and its associates do not receive any advertising 
revenues through the website.  

 Previously, the founders of AngelList created a private fund on behalf of an Investor 
in AngelList with the purpose of investing in Companies listed on the AngelList website.  
The fund made several investments, but neither AngelList nor any of its employees or 
associates collected any fees in connection with this fund.  Similarly, a founder of AngelList 
manages a private fund unrelated to AngelList that makes various investments, a majority of 
which include opportunities not discovered through the AngelList website. Again, neither 
AngelList nor any of its employees or associates collected any fees in connection with this 
fund.  Co-investment is specifically permitted by Section 201(c) of the JOBS Act15, and as 
there was no compensation received by AngelList in connection with the formation or 
operation such funds, such funds do not impact the analysis of whether AngelList has 
received compensation in connection with the purchase or sale of securities through its 
website.   

2. AngelList Does Not Have Possession of Customer Funds or Securities 
in Connection with the Purchase or Sale of Securities through Its 
Website. 

 AngelList takes no part in the negotiation or execution of transactions for the 
purchase or sale of securities, and at no time has possession of Investor or Company funds or 
securities.  No transactions are executed or negotiated on or through the AngelList website.  
If one or more of the Investors wishes to invest in a Company, the Investors and the 
Company will enter into direct negotiations entirely separate from AngelList and the 
AngelList website.  In fact, AngelList in many cases does not know that a transaction for the 
purchase or sale of a Company’s securities occurred.   

3. AngelList is Not Subject to a Statutory Disqualification With Respect to 
Membership in a Self-Regulatory Organization.   

 Entities are subject to a statutory disqualification with respect to membership in a 
self-regulatory organization if, among other things: (1) the entity was previously expelled 
from a self-regulatory organization; (2) the entity was subject to a suspension or revocation of 
registration with the Commission or a foreign regulatory authority; or (3) a person associated 
with the entity has been subject to any action described in items (1) or (2) or has been 
convicted of any other felony within ten years of the date of the application for membership 
in the self-regulatory organization.16  Neither AngelList nor any associated person has been 
subject to criminal or regulatory sanctions that would cause a statutory disqualification with 
respect to membership in a self regulatory organization.  As a result, AngelList satisfies the 
third condition of Section 4(b) of the Securities Act.   
 

                                                 
15  Section 4(b)(1)(B) of the Securities Act. 
16  Section 3(a)(39) of the Exchange Act.   
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4. AngelList is in Compliance with Section 4(b) of the Securities Act and 
May, Therefore, For No Additional Compensation, Provide Ancillary 
Services with Respect to the Purchase and Sale of Company Securities. 

 Section 4(b)(1)(C) of the Securities Act provides that entities meeting the conditions 
of the section are permitted to provide ancillary services with respect to the securities being 
sold in compliance with Rule 506 of Regulation D.   Ancillary services include, in relevant 
part: (1) the provision of due diligence services in connection with the sale of such securities, 
provided that the services do not include, for separate compensation, investment advice or 
recommendations;17 and (2) the provision of standardized documents to the issuers and 
investors, so long as such person or entity does not negotiate the terms of the transaction for 
and on behalf of third parties and issuers are not required to use the standardized documents 
as a condition of using the service.18   

  The “curation” services that AngelList provides could be deemed to be investment 
advice within the meaning of Section 4(b)(3)(A).  AngelList provides the curation services at 
no cost, and therefore, for no compensation, consistent with Section 4(b)(3)(A).  In addition, 
it is not clear that the curation services constitute “investment advice.”  AngelList’s curation 
services include identifying particular Companies that may be of interest to a group of 
Investors who have identified a certain field or geographic area of interest.  AngelList does 
not recommend or otherwise indicate that an Investor should make an investment in any 
Company, or that a Company should offer securities to a particular Investor. There is a strong 
argument that analysis of this sort is consistent with the so-called “newsletter” exemption 
from the definition of investment adviser,19 and therefore arguably also is exempt from the 
scope of Section 4(b).  In any event, however, because AngelList receives no compensation 
for the curation services, those services are expressly permitted by Section 4(b) of the 
Securities Act.   

 Similarly, AngelList makes available standardized transaction documents that may be 
used by Companies or Investors wishing to enter into a securities transaction.  AngelList does 
not negotiate the terms of any transaction on behalf of any party, and the standardized 
transaction documents are available to be used at the sole option of the Investors or the 
Companies.  No party is required to use the standardized documents made available by 
AngelList.  The provision of such documents, therefore, is expressly permitted by Section 
4(b) of the Securities Act.   

B. Even in the Absence of Section 4(b) of the Securities Act, AngelList would 
 Not Be Required to Register as a Broker. 

 Section 4(b) of the Securities Act expressly provides AngelList with an exemption 
from registration as a broker.  Even without this exemption, we believe that AngelList falls 
outside of the statutory definition of a broker based on a plain reading of Section 3(a)(4)(A) 
of the Exchange Act, as well as on court interpretations and interpretations of the 
Commission and its staff (the “Staff”).   

                                                 
17  Section 4(b)(3)(A) of the Securities Act. 
18  Section 4(b)(3)(B) of the Securities Act. 
19  202(a)(11)(D) of the Investment Advisers Act of 1940, as amended.   
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1. AngelList Does Not Fall Within the Definition of Broker. 

 Section 15(a)(1) of the Exchange Act requires any “broker” that makes use of the 
mails or any means or instrumentality of interstate commerce to effect any transactions in, or 
to induce or attempt to induce the purchase or sale of, any security (other than an exempted 
security) to register with the Commission.  Section 3(a)(4)(A) of the Exchange Act defines a 
“broker” as “any person engaged in the business of effecting transactions in securities for the 
account of others.”20   

 AngelList does not fit within the definition of “broker” based on a plain reading of 
this Section.  AngelList is not engaged in any securities transaction for the account of others.  
Any transactions for the purchase or sale of Company securities by Investors take place 
entirely independently of AngelList and the AngelList website.  AngelList does not 
participate in those transactions, it does not negotiate terms of those transactions, it does not 
advise either party to those transactions, it does not receive any compensation from or 
relating to those transactions, and in many cases it is not even aware of those transactions.21  
As a result, we believe AngelList does not effect any securities transactions, and that it 
therefore is not engaged in the business of effecting securities transactions.   

 We are not aware of any court decision suggesting that an entity like AngelList is 
required to register as a broker. Courts have found that entities are “engaged in the business” 
of a broker if they (1) receive transaction-based compensation22; (2) provide clearing 
services23; or (3) sell, or have previously sold, the securities of others.24  Courts also have 
determined that an entity “effects transactions in securities” if an entity participates in such 
transactions “at key points in the chain of distribution.”25 Such key points may include, but 
are not limited to: negotiating between the issuer and the investor; providing advice as to the 
merits of an investment; or actively assisting in finding investors.26 

 AngelList performs none of the activities that courts have identified as potentially 
causing an entity to be a broker.  AngelList does not receive transaction-based compensation 
(or any compensation); it does not provide clearing services; it does not sell and has not 
previously sold the securities of others; it does not negotiate between the issuer and the 

                                                 
20  Exchange Act § 3(a)(4)(A). 
21  Notably, AngelList specifically states in the terms of service for the website (the “Terms of Service”) that 
its obligations towards Investors and Companies include: (1) requiring prospective Investors to complete an 
“Accredited Investor Questionnaire”; and (2) disclosing Company content in accordance with Company 
instructions.  AngelList makes no further representations as to the services it will provide, and does not hold 
itself out as a broker.   
22  See SEC v. Martino, 255 F. Supp. 2d 268, 283 (S.D.N.Y. 2003).   
23  SEC v. Margolin, 1992 WL 279735 (S.D.N.Y. Sept. 30, 1992) 
24  See Martino, 255 F. Supp. 2d at 283.   
25  See Massachusetts Financial Services Inc. vs. SIPC, 411 F. Supp. 411, 415 (D. Mass.), aff’d, 545 F.2d 754 
(1st Cir. 1976), cert. denied, 431 U.S. 904 (1977).   
26  See Martino, 255 F. Supp. 2d at 283. 
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investor;27 it does not provide advice as to the merits of an investment; and it does not 
actively assist any Company in finding Investors.28 

 The Commission and the Staff look to factors similar to those used by the courts in 
determining whether an entity is a broker. According to the Commission and the Staff, factors 
indicating that a person is “engaged in the business” include, among others: receiving 
transaction-related compensation29; holding oneself out as a broker, such as by executing 
trades or by assisting in settling securities transactions; and participating in the securities 
business with some degree of regularity.30  The Staff puts a particularly heavy emphasis on 
the receipt of transaction-based compensation as a significant indication of a person being 
“engaged in the business” of a broker.31   

 Like the courts, the Staff also looks to whether an entity that may be a broker 
participates in the transactions “at key points in the chain of distribution.”32 According to the 
Staff, such key points may include, but are not limited to: assisting an issuer in structuring 
prospective securities transactions; negotiating between the issuer and the investor; providing 
advice as to the merits of an investment; or taking, routing or matching orders, or facilitating 
the execution of a securities transaction.33   

 Again, AngelList performs none of the activities that the Commission and the Staff 
have identified as potentially causing an entity to be a broker.  AngelList does not receive 
transaction-related compensation; hold itself out as a broker, such as by as executing trades, 
or by assisting in settling securities transactions; participate in the securities business with 
any degree of regularity; assist issuers in structuring prospective securities transactions; 
negotiate between the issuer and the investor; provide advice as to the merits of an 
investment; take, route or match orders; or facilitate the execution of any securities 
transactions. 

                                                 
27  The standardized transaction documents, which are expressly permitted by Section 4(b) of the Securities 
Act, are available for use at the option of the Investors or Companies.  Companies and Investors negotiate and 
determine the terms of each deal to be contained in the transaction documents without input from AngelList. 
28  AngelList’s curation function, which is specifically permitted by Section 4(b) of the Securities Act, serves 
only to identify Companies that may be of interest to Investors.  Identifying, for no compensation, a Company 
that may be interesting is not a broker function. This type of activity, for example, is regularly conducted by 
entities that are not required to be registered as a broker, or in any other capacity (e.g., financial publications).   
29  See Persons Deemed Not To Be Brokers, Exchange Act Release No. 22172 (June 27, 1985) (noting that "the 
receipt of transaction-based compensation often indicates that such a person is engaged in the business of 
effecting transactions in securities"). 
30  BondGlobe, Inc., SEC No-Action Letter (pub. avail. Feb. 6, 2001) (“BondGlobe”). 
31  BondGlobe; Brumberg, Mackey & Wall, P.L.C., SEC No-Action Letter (pub. avail. May 17, 2010) 
(“BMW”).   
32  See BondGlobe.   
33 See BondGlobe; The Investment Archive, LLC, SEC No-Action Letter (pub. avail. May 14, 2010); Broker-
Dealer Activities of Transfer Online, Inc., SEC No-Action Letter (pub. avail. May 13, 2000). 
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2. AngelList Falls Within a Line of No-Action Letters Exempting Certain 
Websites from Registration as a Broker.   

Prior to the passage of the JOBS Act, and in connection with the Commission’s 
guidance on the definition of “broker” discussed above, the Staff advised several web-based 
platforms, each of which operated similarly to AngelList, that the Staff would permit the 
platforms to operate without registering as a broker.  Notably, these platforms accepted 
compensation - which AngelList does not do - and still were not required to register as 
brokers. 34  

For example, in Angel Capital Electronic Network, the Divisions of Market 
Regulation (now Trading and Markets) and Investment Management determined that a 
website (the “Angel Capital Website”) did not raise broker-dealer, securities exchange or 
investment adviser registration issues.  The Angel Capital Website was designed to list small 
private companies that were seeking capital in private transactions, and to permit accredited 
investors to view those companies and their offering materials.  Investors could use the Angel 
Capital Website’s search engine to find companies that met specified criteria, and the search 
engine would notify the accredited investor when a new company on the web site matched 
the specified criteria.  No transactions were executed on the Angel Capital Website, but the 
Angel Capital Website did charge participants flat fees to cover administrative costs.  In 
granting this relief, the Staff noted in particular that the Angel Capital Website would not: (1) 
provide advice about the merits of a particular opportunity or venture; (2) receive 
compensation other than nominal, flat fees to cover administrative costs (and such fees are 
not contingent upon the outcome or completion of any securities transaction); (3) participate 
in any negotiations; (4) directly assist investors with the completion of any transaction; (5) 
handle funds or securities involved in completing a transaction; or (6) hold themselves out as 
providing any securities-related services other than a listing or matching service.35  

AngelList meets all of the criteria on which the Staff granted its relief to the Angel 
Capital Website: (1) AngelList does not provide advice about the merits of a particular 
opportunity or venture; (2) AngelList does not participate in any negotiations; (3) AngelList 
does not directly assist investors with the completion of any transaction; (4) AngelList does 
not handle funds or securities involved in completing a transaction; and (5) AngelList does 
not hold itself out as providing any securities-related services other than a listing or matching 
service.36 As a result, the activities of AngelList are very similar to those permitted in the 
Angel Capital Electronic Network letter.  Additionally, because AngelList takes no 
compensation, it falls even further outside of the Staff’s interpretation of the type of entity 
that is required to register as a broker.    

In Internet Capital Corporation, the website (the “ICC Website”) permitted thinly-
traded public companies to list information about themselves.  Participants on the ICC 
Website, who were not required to be accredited investors, could review this information, and 
post their interest in buying or selling shares of those companies, and the price they were 

                                                 
34  See Angel Capital; Internet Capital Corp., SEC No-Action Letter (pub. avail. Dec. 24, 1997) (“Internet 
Capital Corp.”). 
35  Angel Capital. 
36  See Angel Capital; Internet Capital Corp., SEC No-Action Letter (pub. avail. Dec. 24, 1997) (“Internet 
Capital Corp.”). 
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interested in paying or receiving.  No transactions were executed on the ICC Website.  The 
ICC Website charged the companies a flat fee, and reserved the right to charge the 
participants a flat fee.  The Division of Corporation Finance took the position that the ICC 
Website did not raise registration issues under the Securities Act; Trading and Markets took 
the position that the ICC Website did not need to register as a broker or a securities exchange; 
and the Division of Investment Management took the position that the ICC Website did not 
need to register as an investment adviser.37 

AngelList performs a similar service to the ICC Website, however, only for accredited 
investors, and without charging any fees.  Additionally, unlike the ICC Website, the 
AngelList website does not facilitate secondary trades (i.e., sales by an existing shareholder 
to another investor).  In short, the AngelList website appears to pose fewer regulatory 
concerns than the ICC Website, and therefore like the ICC Website, the AngelList website 
should not be required to register as a broker. 

IV. A COMPANY MAY POST INFORMATION RELATED TO FINANCING 
TRANSACTIONS ON THE ANGELLIST WEBSITE WITHOUT 
CONDUCTING A GENERAL SOLICITATION UNDER RULE 506 OF 
REGULATION D.  

The JOBS Act required the Commission to develop and release rules providing that 
general solicitation restrictions do not apply to offerings conducted pursuant to Rule 506 
under Regulation D, as long as issuers take reasonable steps to ensure that each ultimate 
purchaser is an accredited investor.  The Commission has issued proposed rules to this effect, 
which would eliminate the general solicitation prohibition on Rule 506 offerings to only 
accredited investors, when the issuer has taken reasonable steps to verify that purchasers of 
the securities are accredited investors.38  Because AngelList permits only accredited investors 
to access the restricted portion of its website, and communicate with Companies, presumably 
the proposed rules, if adopted, would eliminate any Company general solicitation concerns 
with respect to any Company activities on AngelList’s website.  

Entirely separate from the potential rules required by the JOBS Act, for over 15 years 
Staff no-action letters have permitted web sites to make available to accredited investors 
information about private and public offerings without raising general solicitation or other 
concerns under Section 5 of the Securities Act and Regulation D.39  For example, in IPONET 
the Staff of the Division of Corporation Finance permitted a website, which was available 
only to accredited investors and certain other sophisticated investors, to: (i) post “tombstone” 
advertisements and “red herring” prospectuses for public offerings, and private placement 

                                                 
37  Internet Capital Corp.  
38  The Commission has not defined what would constitute “reasonable steps” to making the determination of 
whether a potential investor is an accredited investor, and furthermore, has indicated that whether the steps 
taken are “reasonable” is based on the particular facts and circumstances.  For the purposes of this opinion, we 
believe that the steps taken by AngelList to determine whether a potential Investor is an accredited investor are 
reasonable.  Additionally, we understand that AngelList will adopt procedures based on any further guidance 
provided by the Commission or the Staff as to what constitute “reasonable steps.” 
39  See, e.g., IPONET, SEC Staff No-Action Letter (July 26, 1996); Lamp Technologies, Inc., SEC Staff No-
Action Letter (May 29, 1997) and Lamp Technologies, Inc., SEC Staff No-Action Letter (May 29, 1998) 
(clarifying that investors needed to be solely accredited investors in order to participate on the website) (together 
“Lamp”). 
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memoranda for private offerings, and (ii) permit the accredited investors and sophisticated 
investors to electronically submit an indication of interest to participate in an offering.  The 
Staff concluded, among other things, that these activities did not constitute a general 
solicitation or general advertising (within the meaning of Regulation D).  As a result, these 
website activities did not cause the issuers to violate the registration provisions of Section 5 
of the Securities Act.40 

The AngelList website permits only accredited investors to view transaction-related 
information about private companies.  The activities of the AngelList website do not extend 
nearly as far as IPONET, and therefore the activities of the AngelList website also should not 
be deemed to constitute a general solicitation or general advertising, or to otherwise raise 
registration or other issues under the Securities Act.  First, IPONET permitted any accredited 
investor, and some sophisticated investors who were not accredited investors, to participate.  
By comparison, the AngelList website only permits accredited investors to participate.  
Second, IPONET permitted potential investors to use the website to transmit indications of 
interest to participate in a particular securities offering.  AngelList provides no such 
functionality.41 

Similarly, in Lamp, the Staff of the Division of Corporation Finance and the Staff of 
the Division of Investment Management permitted a website, which was limited solely to 
accredited investors, to post information about private investment funds (such as hedge 
funds).  The website also charged investors a fee for participating on the site.  The Division 
of Corporation Finance again concluded, among other things, that these activities did not 
constitute a general solicitation or general advertising under Regulation D, and that these 
website activities therefore did not cause the private funds to violate the registration 
provisions of Section 5 of the Securities Act.42 

The activities of the AngelList website also do not extend as far as Lamp, and 
therefore the activities of the AngelList website also should not be deemed to constitute a 

                                                 
40  The website in the IPONET no-action letter was sponsored by a broker-dealer.  Although this issue was not 
addressed in the IPONET no-action letter, presumably this was required because a purpose of the site was to 
have potential investors provide to the website sponsor indications of interest to participate in the listed public 
and private offerings.  In addition, it is noteworthy that the website described in the Lamp no-action letter was 
not hosted by a broker-dealer, and the Staff of the Division of Investment Management identified this as a 
relevant factor in determining to grant that no-action relief. 
41  The AngelList website does provide users with an unmonitored email-type function, which is intended to 
permit users to easily meet and communicate with one another.  Although not its intended application, users 
presumably could use this function to negotiate transaction-related information.  In addition, Investors on the 
restricted portion of the website can tag themselves as “current investors” in a Company, meaning that they are 
willing for other Investors on the site to see that they have committed to invest in that Company’s ongoing 
financing round.  This is not a binding legal commitment, however, and often this tag is made before offering 
and other definitive documents have been prepared. 
42  The Division of Investment Management also concluded that the use of the website did not cause the 
underlying private funds to lose certain exemptions under the Investment Company Act of 1940 or cause 
unregistered advisers to those private funds to lose exemptions from registration that then existed under the 
Investment Advisers Act of 1940.  Both Divisions noted that one of the factors they relied upon was that 
potential investors would be subject to a 30-day waiting period before they invested in funds they learned of on 
the website.  It is not clear why this factor was included in Lamp.  Notably, that there was no similar 
requirement in IPONET, which presumably suggests that both Divisions thought something unique to private 
funds, but not operating companies, required such a limitation. 
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general solicitation or general advertising, or to otherwise raise registration or other issues 
under the Securities Act.  Most notably, Lamp permitted the website sponsor to charge a fee 
to the investors, while AngelList charges no fee.   

V. ASSUMPTIONS AND LIMITATIONS 

1. We are furnishing this opinion solely to AngelList and solely for AngelList’s 
benefit and use.  We understand that AngelList may make this opinion available 
on the AngelList website, or make it otherwise available to users of the AngelList 
website.  We consent to such a use of this opinion.  However, no person or entity 
other than AngelList may rely on this opinion for any purpose without our prior 
written consent. 

2. Our opinion is based on Section 4(b) of the Securities Act, as added by Section 
201(c) of the JOBS Act, as well as a reasoned analysis and interpretation of the 
legal authorities discussed in this opinion.  A court or other tribunal could disagree 
in whole or in part with our analysis or interpretations.   

3. Any changes in any applicable law, regulation, SEC ruling, or judicial opinion 
could cause a change of our opinion.  In this regard, however, while we anticipate 
that the Commission will adopt rules under and interpretations of the JOBS Act in 
the near future, we do not currently anticipate any of these rules and 
interpretations will significantly impact this opinion.   

4. The facts as provided to us by you, and as summarized and discussed herein, are 
based on our understanding of them as of August 30, 2012.  Any changes to these 
facts could cause a change of our opinion.   

5. We understand that AngelList may consider modifying or expanding the services 
it provides in connection with the AngelList website.  Any such modification or 
expansion could result in a change in AngelList’s regulatory status.  We 
understand that AngelList will closely monitor its activities and any resulting 
requirement that it register as a broker or a dealer.  

6. This opinion does not purport to address the validity of the activities described 
herein under any other provision of federal or state laws, rules or regulations, or 
any other aspect of the activities of AngelList other than as described herein 

VI. CONCLUSION 

Based on the facts and analysis set forth above, it is our opinion that AngelList is not 
required to register with the SEC as a “broker” or “dealer,” and the use of the AngelList 
website does not cause a Company to be engaged in a general solicitation in violation of Rule 
506 of Regulation D.   

The foregoing opinion is rendered on the basis of the facts in existence as described 
herein and the law, regulation, and no-action letters in effect on the date of this opinion.  This 
opinion is given as of the date hereof and we assume no obligation to update or supplement 
this opinion to reflect any facts or circumstances that may hereafter come to our attention or 
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reflect any changes in any law, regulation, and no-action letters that may hereafter occur or 
become effective. 

Very truly yours,     

/s/ K&L Gates LLP 


