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On March 12, 2025, the U.S. Securities and Exchange 
Commission (SEC) issued a no-action letter to Latham & Watkins 
LLP, providing interpretive guidance on verifying accredited 
investor status under Rule 506(c) of Regulation D. 

In short, the letter clarifies that issuers can rely on high 
minimum investment amounts, coupled with written 
representations from investors, as a factor in taking reasonable 
steps to verify accredited investor status. This approach 
simplifies the verification process, reducing the need for 
extensive documentation.

While the regulatory landscape is still shifting, the No-Action 
Letter is a positive signal for the private investment market, as it 
clarifies and streamlines the verification process for funds and 
other issuers that raise capital with high investment minimums. 
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https://www.sec.gov/rules-regulations/no-action-interpretive-exemptive-letters/division-corporation-finance-no-action/latham-watkins-503c-031225
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The Historical Context of Rule 506 (c) of 
Regulation D

Up to now, most private placements have been offered 
in reliance on Rule 506(b), about $2.7 trillion in capital 
raised according to the SEC in 2023 alone. While widely 
utilized, this rule prohibits general solicitation and 
advertising in an offering of securities.

Alternatively, under Rule 506(c) of Regulation D, 
issuers are permitted to engage in general solicitation 
and advertising, provided that “reasonable steps” are 
taken to verify that each investor in the offering is an 
accredited investor.

Historically, the burden associated with conducting 
these “reasonable steps” has been too great, with 
issuers concerned about their ability to fully comply 
with the regulatory obligations and investors expressing 
frustration with the intrusive nature of the verifications. 
These verification steps include reviewing IRS tax 
documentation (W2s, 1040s, etc.) or bank and brokerage 
statements, plus a credit report from a national reporting 
agency, to confirm the investor meets the applicable 
accreditation thresholds.

As a result, Rule 506(c) is considered to be underutilized 
with only $169 billion in capital raised in 2023, as most 
funds opted instead to forego advertising and instead 
rely exclusively on Rule 506(b).  

Understanding the SEC’s No-Action Letter

This trend, however, could shift. In the No-Action Letter, 
the SEC affirms that an investor’s ability to meet an 
offering’s high minimum investment amount may be 
sufficient to verify an investor’s accredited investor status 
under Rule 506(c), so long as the investor provides 
written representations as to their accreditation status. 

An issuer’s “reasonable steps” verification process in 
these instances can be as simple as the following:

•	 Minimum Investment:

•	 For natural persons, a minimum investment 
amount of at least $200k.

•	 For entities considered accredited by having 
assets in excess of $5 million, a minimum 
investment amount of at least $1 million.

•	 For entities considered accredited because 
each equity owner of the entity is an accredited 

investor, a minimum investment of at least 
$1,000,000, or $200,000 per equity owner if the 
number of equity owners is fewer than five.

•	 Written Representations: Where investment 
minimums are present, the issuer may rely on 
representations from the investor regarding their 
accredited investor status and confirmation that 
the minimum investment amount is not financed 
in whole or in part by any third party. The issue can 
rely on this self-certification rather than conducting 
documentary verification, provided the issuer has no 
knowledge that the investor does not actually meet 
an accredited investor threshold. 

Understanding the Impact on the Future of 
Private Investment Opportunities

By reducing the document verification burden, the 
SEC has opened the door to increasing Rule 506(c) 
offerings, particularly for funds looking to increase name 
recognition. As more issuers opt to use Rule 506(c) for 
general solicitation and advertising, it can potentially 
increase the pool of accredited investors and expand 
access to capital. This change could lead to a more 
dynamic and inclusive private investment market, 
fostering innovation and growth.

That said, accredited investor verification remains crucial 
in the financial industry as it ensures that only individuals 
or entities with sufficient financial sophistication 
and resources participate in high-risk investment 
opportunities. This verification protects investors and 
maintains the integrity of the market by preventing 
unqualified participants from engaging in complex 
financial transactions. 

As regulatory standards shift, technology will play 
an increasingly pivotal role in meeting regulatory 
requirements and simplifying compliance and investor 
onboarding. Advanced onboarding platforms, such 
as those provided by iCapital, can automate much of 
the verification process, reducing manual processes 
and minimizing operational risk. This not only ensures 
compliance with regulatory standards, but streamlines 
the onboarding process making it easier for companies 
to attract and retain investors. With new investors 
entering the market, and an opportunity for firms to 
pursue Rule 506(c) offerings in accordance with the 
new SEC guidance, the future of the private investment 
market is bright. 

https://www.sec.gov/resources-small-businesses/exempt-offerings/private-placements-rule-506b
https://www.sec.gov/files/2023-oasb-annual-report.pdf
https://www.sec.gov/files/2023-oasb-annual-report.pdf
https://www.sec.gov/resources-small-businesses/exempt-offerings/general-solicitation-rule-506c
https://www.sec.gov/files/2023-oasb-annual-report.pdf
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Important Information

The material herein has been provided to you for informational purposes only by Institutional Capital Network, Inc. (“iCapital Network”) or one of its affiliates (iCapital Network together 
with its affiliates, “iCapital”). This material is the property of iCapital and may not be shared without the written permission of iCapital. No part of this material may be reproduced in any 
form, or referred to in any other publication, without express written permission of iCapital.

This material is provided for informational purposes only and is not intended as, and may not be relied on in any manner as, legal, tax or investment advice, a recommendation, or as 
an offer or solicitation to buy or sell any security, financial product or instrument, or otherwise to participate in any particular trading strategy. This material does not intend to address 
the financial objectives, situation, or specific needs of any individual investor. You should consult your personal accounting, tax and legal advisors to understand the implications of 
any investment specific to your personal financial situation. 

ALTERNATIVE INVESTMENTS ARE CONSIDERED COMPLEX PRODUCTS AND MAY NOT BE SUITABLE FOR ALL INVESTORS. Prospective investors should be aware that 
an investment in an alternative investment is speculative and involves a high degree of risk. Alternative Investments often engage in leveraging and other speculative investment 
practices that may increase the risk of investment loss; can be highly illiquid; may not be required to provide periodic pricing or valuation information to investors; may involve complex 
tax structures and delays in distributing important tax information; are not subject to the same regulatory requirements as mutual funds; and often charge high fees. There is no 
guarantee that an alternative investment will implement its investment strategy and/or achieve its objectives, generate profits, or avoid loss. An investment should only be considered by 
sophisticated investors who can afford to lose all or a substantial amount of their investment

iCapital Markets LLC operates a platform that makes available financial products to financial professionals. In operating this platform, iCapital Markets LLC generally earns revenue based 
on the volume of transactions that take place in these products and would benefit by an increase in sales for these products.

The information contained herein is an opinion only, as of the date indicated, and should not be relied upon as the only important information available. Any prediction, projection or 
forecast on the economy, stock market, bond market or the economic trends of the markets is not necessarily indicative of the future or likely performance. The information contained 
herein is subject to change, incomplete, and may include information and/or data obtained from third party sources that iCapital believes, but does not guarantee, to be accurate. iCapital 
considers this third-party data reliable, but does not represent that it is accurate, complete and/or up to date, and it should not be relied on as such. iCapital makes no representation as to 
the accuracy or completeness of this material and accepts no liability for losses arising from the use of the material presented. No representation or warranty is made by iCapital as to the 
reasonableness or completeness of such forward-looking statements or to any other financial information contained herein.

Securities products and services are offered by iCapital Markets, an SEC-registered broker-dealer, member FINRA and SIPC, and an affiliate of iCapital, Inc. and Institutional Capital 
Network, Inc. These registrations and memberships in no way imply that the SEC, FINRA, or SIPC have endorsed any of the entities, products, or services discussed herein. Annuities 
and insurance services are provided by iCapital Annuities and Insurance Services LLC, an affiliate of iCapital, Inc. “iCapital” and “iCapital Network” are registered trademarks of 
Institutional Capital Network, Inc. Additional information is available upon request.
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