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What Is Crowdfunding?
• Crowdfunding is an approach to raising the capital required for a new
project or enterprise by appealing to large numbers of ordinary
people for small donations

Types of Crowdfunding
• Gift/Reward
• Donation
• Debt
• Equity

Benefits for the Creators
• Non Financial Benefits:
•
•
•
•

Profile – compelling project can raise a producer’s profile & provide a boost to their reputation
Marketing – project initiators can show there is an audience and market for their project. In an unsuccessful
campaign, it provides a good market feedback
Audience engagement – crowd funding creates a forum where project initiators can engage with their audience.
Audience engage in the productions process by following progress through updates.
Feedback – offering pre-releases access to content or opportunity to beta-test content to project backers as part
of the funding initiatives provides project initiators instant access to market testing feedback.

• Financial Benefits:
•
•
•
•

Attain low-cost capital
Find funders from around the world to sell both product and equity, and benefit from increased information flow
Pre-buying provides early feedback on the product
Propensity to “produce an accurate aggregate prediction” about market outcomes y placing financial backing
ventures likely to succeed
• Exponential increase in available venture capital

Risks & Barriers for the Creators
• Reputation – failure to meet campaign goals or to generate interest results in
public failure
• IP protection – many are reluctant to release details, protecting their intellectual
property (IP) from plagiarism . Crowdfunding platforms require to release product
in early stages of funding & development, exposing to the risk of copy by
competitors
• Donor exhaustion – risk in reaching out to the same network of supporters
multiple times, as the network will cease to supply necessary support
• Public fear of abuse – concern that without regulatory framework, scams or
abuse of funds would be high. This may become a barrier to public engagement

Benefits for the Investor
• Reduces costs – Platform reduce search and transaction costs.
Individual investors will be able to invest in early stage companies,
without the high costs of joining an Angel Group or investing through
a venture firm
• Current Early Stage Investing isn’t Efficient – Venture firms
concentrate in high tech companies. Crowdfunding opens neglected
markets to individual investors.
• Value of New Investors – New investors add value to the companies
by becoming brand advocates, plus be used as focus groups.

Risk for the Investor
• Issue with information Asymmetry – this is exacerbated due to
reduced ability to conduct due diligence
• On Equity based platforms information asymmetry is reduced through
dual channels (portfolio diversification) and allowing lead investors
with more information and better networks to lead crowds to make
investment decisions.

Gift Based Crowdfunding
• Gifts given in exchange for money
• Kickstater, indegogo

Donation Based Crowdfunding
• Donations
• Gofundme

Equity Based Crowdfunding
• Sell ownership in the Company
• JOBS Act

Debt Based Crowdfunding
• Micro lending
• JOBS Act

SEC Regulations
• Under the Securities Act of 1933, the
offer and sale of securities must be
registered unless an exemption from
registration is available. Title III of the
Jumpstart Our Business Startups (JOBS)
Act of 2012 added Securities Act
Section 4(a)(6) that provides an
exemption from registration for certain
crowdfunding transactions.[2] In 2015,
the Commission adopted Regulation
Crowdfunding to implement the
requirements of Title III.[3] Under the
rules, eligible companies will be
allowed to raise capital using
Regulation Crowdfunding starting May
16, 2016.

General Disclosure Requirements
•
•
•
•
•

Name
Legal Status
Physical Address
Website
Description of the
issuer’s business and
anticipated business
plan
• Price to the public of
the securities or the
method for
determining the price



Information regarding:




Directors and officers (including any person
occupying a similar status or performing a
similar function). This includes:


President



Vice President



Secretary



Treasurer or Principal Financial Officer



Comptroller of Principal Accounting Officer

Beneficial owners of 20% or more of the
issuer’s outstanding voting equity securities


As of the most recent practicable date, but no
earlier than 120 days prior to the filing

• Includes the period of time
in which such persons
served in the positions or
offices and their business
experience during the past
three years

Financial Disclosure
• Description of the
financial condition of
the issuer

• Description must include:
• Discussion of liquidity, capital resources and
historical results of operations
• Discussion is required of each period for which
financial statements are provided
• Whether historical earnings and cash flows are
representative of future investor expectations
• How the proceeds from the offering will affect liquidity
• Whether the funds from the offering and any other
additional funds are necessary to the viability of the
business
• How quickly available cash is anticipated for use
• Description of other available sources of capital to the
business

• Discussion of any material changes or trends

known to management in the financial condition
and results of operations of the issuer
subsequent to the period for which financial
statements are provided

Financial Disclosures:
Requirements based on the amount offered and sold in reliance on
the precedent 12-month period

$100,000 or less
•

Disclosure of:
• Total income, taxable
income, and total tax are
reflected in the issuer’s
federal income tax returns
•

•

Certified by the Principal
Executive Officer

Financial statements reviewed or
audited by an independent public
accountant must be provided
instead, if available
•

Need not include the
information reported on the
federal income tax returns or
the certification of the Principal
Executive Officer

More than $100,000, but less than
$500,000
•

Disclosure of:
• Financial statements
reviewed by an
independent public
accountant

•

Financial statements audited by
an independent public accountant
must be provided instead, if
available

Section 4(a)(6) within

More than $500,000
•

If the offering is done in reliance on Regulation
Crowdfunding for the first time:
• Disclosure of:
• Financial statements reviewed by an
independent public accountant
•

•

Financial statements audited by an
independent public accountant must be
provided instead, if available

If the issuer has previously sold securities in
reliance on Regulation Crowdfunding:
•

Disclosure of:
• Financial statements audited by an
independent public accountant

Financial Disclosures
• Complete set of financial
statements:
•
•
•
•

Balance sheets
Statements of comprehensive income
Statements of cash flows
Statements of changes in
shareholders’ equity and notes to the
financial statements

• If unaudited, must be labeled as
such
• All accounting must be done in
accordance with U.S. GAAP
• Issuers that offer securities
pursuant to Regulation
Crowdfunding will be considered
public business entities as defined
by the FASB and will be ineligible to
rely on any alternative accounting
or reporting standards for nonpublic business entities

Target Offering Disclosures
• Description of the stated
purpose and intended use of
the proceeds of the offering
sought by the issuer with
respect to the target offering
amount
• If the issuer indicates that it will
accept proceeds in excess of the
target offering amount:
• Must provide a reasonably
detailed description of the
purpose, method for allocating
oversubscriptions, and intended
use of any excess proceeds with
similar specificity

• Disclosure of:

• Target offering amount
• Deadline to reach the target
offering amount
• Regular updates about the
progress in meeting the target
offering amount

• If willing to accept investments
in excess of the target offering
amount, must disclose, at the
commencement of the offering,
the maximum accepted
• Must disclose how shares in
oversubscribed offerings will be
allocated

Creating the Marketing Strategy
• The difference between crowdfunding
success and failure isn't just about a
great idea (although that helps!). It's
about a carefully thought out and
well-executed crowdfunding
marketing plan.
• The myth that crowdfunding is a
magic bean that instantly draws
thousands of strangers’ dollars to your
idea - just by publishing it - is entirely
false. Behind every successful raise is
a great crowdfunding marketing plan
with a notable effort by the founders.

How it works
• Create Campaign on Portal/Site
• Set funding goal
• Set benefit/Incentive
• Set Deadline

• Reaching funding goal
• All or nothing
• Keep what you raise

• Portals
• Percentage of deal

Campaign Overview
•
•
•
•
•
•
•

Set realistic goals
Clear Explanations of the use of the funds
Smaller component of the project
Have a budget
Marketing
Short time frame
Have amounts pledged prior to campaign
• Schedule these pledges for strategic times

• Portion of larger fundraising
• Stepping stone
• Simultaneous

Planning
• 3-6 months pre launch
• Business plan
• Handle legal (Ip, Corporate Structures, ect.)
• Marketing Plan
• Social media
• Video
• Press/blogs

• Pre-campaign funding pledges
• Team

During Campaign
• Follow up with pre-campaign pledges
• Marketing

Portals
• Donation

• Gofundme
• DonorsChoose

• Rewards

• KickStarter
• Inedigogo

• Equity

• EarlyShares
• Angelist

• Debt

• LendingClub
• Circleup

Statistics
• 30% in first week have 90% success rate
• Average raise $107,810, mean $40,300
• 393 million as of last year this time (2015)
• Marketing Drives Raises
• There is a direct correlation between the number of outside links to the
success of a crowdfunding project.
• Social Media is a critical factor in crowdfunding success: for every order of
magnitude increase in Facebook friends (10, 100, 1000), the probability of
success increases drastically (from 9%-, 20%, to 40%)
•

*source Fundable

Beyond Crowdfunding: Other Funding Options
• What other funding is available?

Beyond Crowdfunding: Other Funding Options
• Conventional Financing (bank loans)
• SBA Financing: Loans, microloans, venture capital
• Microlenders (typically under $50,000)
• Federal Grants: SBIR, STTR (www.sbir.gov)

Crowdfunding Checklist*
• 1. Business Plan
• 2. Legalities
• 3. Choose the right Platform
• 4. Research
• 5. Rewards
• 6. Your Story: print and video
• 7. Prepare your Campaign Page
• 8. Build Community (Social Media)
• 9. FOLLOW UP!
*http://www.forbes.com/sites/steveolenski/2015/05/14/the-ultimate-crowdfunding-checklist/#7b35d33d7e32

HOW TO MAKE THE BEST CROWDFUNDING PITCH
1.
2.
3.
4.
5.

Your story should be authentic, clear, and precise
Don’t assume your audience are experts in your field or even in investments
Choose your audience
Show the investor what you already have
Choose the investment platform carefully

Post Campaign
• Thank You- regardless of results
• Fulfill your obligations
• Follow up

Questions!

