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BACKDROP	
On	October	30,	2015	the	U.S.	Securities	and	Exchange	Commission	(SEC)	voted	in	favor	of	the	final	
rules	for	Regulation	Crowdfunding	that	will	enable	all	investors	the	opportunity	to	invest	in	private	
companies	in	the	United	States.		This	concludes	the	work	that	we	at	CCA	began	in	2010	and	helped	
usher	through	Congress.	We	were	honored	to	attend	the	bill	signing	ceremony	in	the	Rose	Garden	of	
the	White	House	for	our	contribution	to	the	JOBS	Act.		
	
Crowdfund	Capital	Advisors	(CCA)	incorporated	shortly	thereafter	and	has	worked	with	
entrepreneurs,	investors,	crowdfunding	platforms,	governments,	financial	regulators	and	
multilateral	organizations	in	35	countries	to	construct	and	implement	strategy	for	equity	and	debt	
crowdfunding	ecosystems.		
	
This	report	is	meant	to	supplement	
our	best	selling	How	to	Crowdfund	
book	available	on	Amazon.com	and	
our	online	education	series	Success	
With	Crowdfunding.		The	book	is	a	
step-by-step	guide	on	how	to	put	
together	a	crowdfunding	campaign	
and	leverages	our	experience	as	
successful	entrepreneurs	whom	
have	built	INC	500	companies	and	
raised	millions	of	dollars	from	
investors.		It	also	leverages	our	experience	at	putting	together	debt,	equity,	donation	and	rewards	
crowdfunding	campaigns	and	successfully	assisting	them	raise	money.		For	the	past	5	years,	we	have	
been	working	in	the	trenches	of	the	crowdfunding	industry	and	analyzing	why	campaigns	succeed	
and	fail.		We	have	tried	to	incorporate	all	of	this	information	into	our	education	materials.	So	we	
encourage	you	to	check	them	out.	
	
As	an	entrepreneur,	raising	money	is	never	an	easy	thing	to	do	and	knowing	the	rules	and	
regulations	is	just	one	important	part	of	being	successful.		Others	include	knowing	how	to	build	a	
crowd,	create	a	successful	pitch	for	your	business,	manage	a	campaign	and	then	managing	investors.	
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What	is	provided	below	is	an	overview	summary	and	it	is	strongly	advised	that	you	supplement	this	
document	with	professional	legal	advice	when	considering	making	an	offering	of	securities	via	
crowdfunding.		Since	the	SEC	bases	all	its	legal	action	on	facts	and	circumstances,	we	encourage	you	
to	seek	legal	counsel	when	putting	together	a	crowdfund	offering.		
	
As	a	potential	investor,	all	investments	have	a	component	of	risk.		For	those	that	choose	to	invest	in	
crowdfunding	opportunities,	it	should	be	understood	that	these	opportunities	come	with	significant	
risk.		Investors	need	to	understand	these	risks	and	proceed	with	caution.	We	recommend	using	this	
document	along	with	other	educational	materials	and	professional	advice	from	your	investment	
advisors	and/or	attorneys,	to	try	to	mitigate	some	of	the	risks	if	you	are	investing	in	one	of	these	
crowdfunding	offerings.		And	one	final	thought	for	investors:	Buying	and	selling	securities	(as	you	
will	see)	is	a	highly	regulated	activity	and	can	be	very	confusing.	As	an	investor,	consider	additional	
help	and	make	sure	you	diversify	your	investments	to	protect	yourself	from	loss	and	conduct	proper	
due	diligence	before	investing.	Talking	with	a	professional	financial	advisor	can	be	a	prudent	first	
step	when	considering	a	Regulation	Crowdfunding	investment	as	part	of	your	portfolio.			
	

Regulation	Crowdfunding	Components		

Under	Regulation	Crowdfunding	these	rules	are	broken	down	into	4	categories;	the	Exemption	itself,	
requirements	for	issuers	seeking	the	
exemption,	intermediary	requirements	
and	additional	requirements.		All	the	
follow	is	abbreviated	and	pulled	
directly	from	the	final	rules	issued	by	
the	SEC1.	
 
1) Crowdfunding	Exemption	–	

Consider	an	exemption	an	exception	
to	the	rules.	In	regards	to	the	process	
of	raising	capital	it	is	an	exemption	
from	registering	with	the	U.S.	SEC	
provided	issuers	follow	certain	rules.		
a) Limit	on	Capital	Raised	-	An	issuer	is	permitted	to	raise	a	maximum	aggregate	amount	of	

$1	million	through	crowdfunding	offerings	in	a	12-month	period.	Only	the	capital	raised	in	
reliance	on	the	exemption	should	be	counted	toward	the	limit.	Capital	raised	through	other	
means	should	not	be	counted	in	determining	the	aggregate	amount	sold.	An	offering	made	
in	reliance	on	Section	4(a)(6)2	should	not	be	integrated	with	another	exempt	offering	made	
by	the	issuer,	provided	that	each	offering	complies	with	the	requirements.		

b) Investment	Limits	-	Individual	investors,	over	the	course	of	a	12-month	period,	are	
permitted	to	invest	in	the	aggregate	across	all	crowdfunding	offerings	up	to:		
i) If	either	their	annual	income	or	net	worth	is	less	than	$100,000,	then	the	greater	of:		

                                                
1	To	read	the	final	rules	click	here:	http://www.sec.gov/rules/final/2015/33-9974.pdf	
2	Section	4	(6)(a)	states:	“The	provisions	of	section	5	shall	not	apply	to	…	transactions	involving	the	offer	or	sale	of	securities	
by	an	issuer	(including	all	entities	controlled	by	or	under	common	control	with	the	issuer),	provided	that—	the	aggregate	
amount	sold	to	all	investors	by	the	issuer,	including	any	amount	sold	in	reliance	on	the	exemption	provided	under	this	
paragraph	during	the	12-	month	period	preceding	the	date	of	such	transaction,	is	not	more	than	$1,000,000;”	
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(1) $2,000	or		
(2) 5	percent	of	the	lesser	of	their	annual	income	or	net	worth.		

ii) If	both	their	annual	income	and	net	worth	are	equal	to	or	more	than	$100,000,	then	10	
percent	of	the	lesser	of	their	annual	income	or	net	worth;	and		

iii) During	the	12-month	period,	the	aggregate	amount	of	securities	sold	to	an	investor	
through	all	crowdfunding	offerings	may	not	exceed	$100,000.	

If	you	wish	to	see	how	much	you	can	invest,	we	created	this	easy	to	use	calculator	for	you	to	
use.	The	SEC	also	provided	the	following	chart	to	exemplify	the	above:	

	

c) Transaction	Conducted	Through	an	Intermediary	-	Transactions	must	be	conducted	
through	an	intermediary	that	either	is	registered	as	a	broker-dealer	or	is	registered	as	a	
new	type	of	entity	called	a	“funding	portal.”	The	rules	require	an	issuer	to	use	only	one	
intermediary	to	conduct	an	offering	or	concurrent	offerings	in	reliance	on	Section	4(a)(6)	to	
help	foster	the	creation	of	a	“crowd”	and	better	accomplish	the	purpose	of	the	statute.	In	
order	for	a	crowd	to	effectively	share	information,	the	SEC	believes	it	would	be	most	
beneficial	to	have	one	meeting	place	for	the	crowd	to	obtain	and	share	information.	thus	
avoiding	dilution	or	dispersement	of	the	“crowd.”	The	final	rules	define	“platform”	as	“a	
program	or	application	accessible	via	the	Internet	or	other	similar	electronic	
communication	medium	through	which	a	registered	broker	or	a	registered	funding	portal	
acts	as	an	intermediary	in	a	transaction	involving	the	offer	or	sale	of	securities	in	reliance	
on	Section	4(a)(6)	of	the	Securities	Act.		

d) Exclusion	of	Certain	Issuers	from	Eligibility	under	Section	4(a)(6)	Certain	companies	
are	not	eligible	to	use	the	Regulation	Crowdfunding	exemption.	Ineligible	companies	
include	non-U.S.	companies,	companies	that	already	are	Exchange	Act	reporting	companies,	
certain	investment	companies,	companies	that	are	disqualified	under	Regulation	
Crowdfunding’s	disqualification	rules,	companies	that	have	failed	to	comply	with	the	annual	
reporting	requirements	under	Regulation	Crowdfunding	during	the	two	years	immediately	
preceding	the	filing	of	the	offering	statement,	and	companies	that	have	no	specific	business	
plan	or	have	indicated	their	business	plan	is	to	engage	in	a	merger	or	acquisition	with	an	
unidentified	company	or	companies.	Securities	purchased	in	a	crowdfunding	transaction	
generally	cannot	be	resold	for	a	period	of	one	year.	Holders	of	these	securities	do	not	count	
toward	the	threshold	that	requires	an	issuer	to	register	its	securities	with	the	Commission	
under	Section	12(g)	of	the	Exchange	Act	if	the	issuer	is	current	in	its	annual	reporting	
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obligation,	retains	the	services	of	a	registered	transfer	agent	and	has	less	than	$25	million	in	
assets.	
	

2) Issuer	Requirements	-	Issuers	conducting	an	offering	pursuant	to	Regulation	Crowdfunding	
must	file	certain	information	with	the	Commission	and	provide	this	information	to	investors	
and	the	relevant	intermediary	facilitating	the	crowdfunding	offering.	This	information	is	to	be	
completed	on	Form	C	(see	Appendix	A)	in	XML	format	which	will	allow	the	SEC	to	electronically	
receive	and	store	the	information	on	the	form.	(You	should	confirm	with	our	intermediary	that	
they	will	transmit	this	information	to	the	SEC	or	else	you	will	need	to	do	it).	
	
a) Disclosure	Requirements	–	The	information	required	includes:	

i) The	name,	legal	status,	physical	address	and	website	address	of	the	issuer,	including	its	
form	of	organization,	jurisdiction	in	which	it	is	organized	and	date	of	organization;		

ii) The	names	of	the	directors	and	officers	(and	any	persons	occupying	a	similar	status	or	
performing	a	similar	function),	and	each	person	holding	more	than	20	percent	of	the	
shares	of	the	issuer.	The	names	of	the	directors	and	officers,	including	any	persons	
occupying	a	similar	status	or	performing	a	similar	function,	all	positions	and	offices	
with	the	issuer	held	by	such	persons,	the	period	of	time	in	which	such	persons	served	in	
the	positions	or	offices	and	their	business	experience	during	the	past	three	years,	
including:	each	person’s	principal	occupation	and	employment,	including	whether	any	
officer	is	employed	by	another	employer;	and	the	name	and	principal	business	of	any	
corporation	or	other	organization	in	which	such	occupation	and	employment	took	
place.	Final	rules	require	the	disclosure	only	to	the	extent	an	issuer	has	individuals	
serving	in	these	capacities	or	performing	similar	functions.	

iii) A	description	of	the	issuer’s	business	and	the	use	of	proceeds	from	the	offering.	The	SEC	
anticipates	that	issuers	engaging	in	crowdfunding	transactions	may	have	businesses	at	
various	stages	of	development	in	different	industries,	and	therefore,	believes	that	the	
rules	should	provide	flexibility	for	these	issuers	regarding	what	information	they	
disclose	about	their	businesses.	An	issuer	will	be	required	to	provide	a	reasonably	
detailed	description	of	the	purpose	of	the	offering,	such	that	investors	are	provided	
sufficient	information	to	make	an	informed	investment	decision.	If	an	issuer	does	not	
have	definitive	plans	for	the	proceeds,	but	instead	has	identified	a	range	of	possible	
uses,	then	the	issuer	should	identify	and	describe	each	probable	use	and	the	factors	the	
issuer	may	consider	in	allocating	proceeds	among	the	potential	uses.	If	an	issuer	
indicates	that	it	will	accept	proceeds	in	excess	of	the	target	offering	amount,	the	issuer	
must	provide	a	reasonably	detailed	description	of	the	purpose,	method	for	allocating	
oversubscriptions,	and	intended	use	of	any	excess	proceeds	with	similar	specificity.	

iv) A	description	of	the	financial	condition	of	the	issuer.	Financial	statements	of	the	issuer	
that	are,	depending	on	the	amount	offered	and	sold	during	a	12-month	period,	
accompanied	by	information	from	the	issuer’s	tax	returns,	reviewed	by	an	independent	
public	accountant,	or	audited	by	an	independent	auditor.	An	issuer	relying	on	these	
rules	for	the	first	time	is	permitted	to	provide	reviewed	rather	than	audited	financial	
statements,	unless	financial	statements	of	the	issuer	are	available	that	have	been	
audited	by	an	independent	auditor.	The	financial	description	must	include,	to	the	extent	
material,	a	discussion	of	liquidity,	capital	resources	and	historical	results	of	operations.	
Issuers	will	be	required	to	include	a	discussion	of	each	period	for	which	financial	
statements	are	provided	and	a	discussion	of	any	material	changes	or	trends	known	to	
management	in	the	financial	condition	and	results	of	operations	of	the	issuer	
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subsequent	to	the	period	for	which	financial	statements	are	provided.	If	an	issuer	does	
not	have	a	prior	operating	history,	the	discussion	should	focus	on	financial	milestones	
and	operational,	liquidity	and	other	challenges.	If	an	issuer	has	a	prior	operating	
history,	the	discussion	should	focus	on	whether	historical	earnings	and	cash	flows	are	
representative	of	what	investors	should	expect	in	the	future.	An	issuer’s	discussion	of	
its	financial	condition	should	take	into	account	the	proceeds	of	the	offering	and	any	
other	known	or	pending	sources	of	capital.	Issuers	also	should	discuss	how	the	
proceeds	from	the	offering	will	affect	their	liquidity,	whether	these	funds	and	any	other	
additional	funds	are	necessary	to	the	viability	of	the	business	and	how	quickly	the	
issuer	anticipates	using	its	available	cash.	In	addition,	issuers	should	describe	the	other	
available	sources	of	capital	to	the	business,	such	as	lines	of	credit	or	required	
contributions	by	principal	shareholders.	To	the	extent	these	items	of	disclosure	overlap	
with	the	issuer’s	discussion	of	its	business	or	business	plan,	issuers	are	not	required	to	
make	duplicate	disclosures.	

v) Financial	statement	disclosures	as	they	related	to	the	aggregate	target	offering	
amounts.	
(1) For	issuers	offering	$100,000	or	less:	disclosure	of	the	amount	of	total	income,	

taxable	income	and	total	tax	as	reflected	in	the	issuer’s	federal	income	tax	returns	
certified	by	the	principal	executive	officer	to	reflect	accurately	the	information	in	
the	issuer’s	federal	income	tax	returns	(in	lieu	of	filing	a	copy	of	the	tax	returns),	
and	financial	statements	certified	by	the	principal	executive	officer	to	be	true	and	
complete	in	all	material	respects.	If,	however,	financial	statements	of	the	issuer	are	
available	that	have	either	been	reviewed	or	audited	by	a	public	accountant	that	is	
independent	of	the	issuer,	the	issuer	must	provide	those	financial	statements	
instead	and	need	not	include	the	information	reported	on	the	federal	income	tax	
returns	or	the	certification	of	the	principal	executive	officer.		

(2) Issuers	offering	more	than	$100,000	but	not	more	than	$500,000:	financial	
statements	reviewed	by	a	public	accountant	that	is	independent	of	the	issuer.	If,	
however,	financial	statements	of	the	issuer	are	available	that	have	been	audited	by	
a	public	accountant	that	is	independent	of	the	issuer,	the	issuer	must	provide	those	
financial	statements	instead	and	need	not	include	the	reviewed	financial	
statements.		

(3) Issuers	offering	more	than	$500,000:		
(a) For	issuers	offering	more	than	$500,000	but	not	more	than	$1	million	of	

securities	in	reliance	on	Regulation	Crowdfunding	for	the	first	time:	financial	
statements	reviewed	by	a	public	accountant	that	is	independent	of	the	issuer.	
If,	however,	financial	statements	of	the	issuer	are	available	that	have	been	
audited	by	a	public	accountant	that	is	independent	of	the	issuer,	the	issuer	
must	provide	those	financial	statements	instead	and	need	not	include	the	
reviewed	financial	statements.		

(4) For	all	issuers	that	have	previously	sold	securities	in	reliance	on	Regulation	
Crowdfunding:	financial	statements	audited	by	a	public	accountant	that	is	
independent	of	the	issuer	

(5) All	issuers	are	required	to	file	with	the	Commission	and	provide	to	investors	and	
the	relevant	intermediary	a	complete	set	of	their	financial	statements	(balance	
sheets,	income	statements,	statements	of	cash	flows	and	statements	of	changes	in	
owners’	equity),	prepared	in	accordance	with	U.S.	generally	accepted	accounting	
principles	(“U.S.	GAAP”).	To	qualify	as	independent	of	the	issuer,	a	public	
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accountant	is	required	to	comply	with	the	Commission’s	independence	rules.	The	
financial	statements	are	required	to	cover	the	shorter	of	the	two	most	recently	
completed	fiscal	years	or	the	period	since	inception	of	the	business.	Financial	
statements	that	are	unaudited	must	be	labeled	as	such.	

(6) Financial	statements	must	cover	the	shorter	of	the	two	most	recently	completed	
fiscal	years	or	the	period	since	the	issuer’s	inception.	There	is	no	requirement	for	
interim	financial	statements	however	any	material	changes	or	trends	known	to	
management	in	the	financial	condition	and	results	of	operations	must	be	discussed.	

(7) Where	audits	are	performed,	issuers	must	file	with	the	Commission	and	provide	to	
investors	and	the	relevant	intermediary	a	signed	review	or	audit	report	on	the	
issuer’s	financial	statements	by	an	independent	public	accountant.	An	audit	report	
that	includes	an	adverse	opinion	or	disclaimer	or	opinion	will	not	be	in	compliance	
with	the	audit	requirements.	

vi) Issuers	are	required	to	amend	the	offering	document	during	the	offering	period	to	
reflect	material	changes	and	provide	updates	on	the	issuer’s	progress	toward	reaching	
the	target	offering	amount.	Such	changes	may	be	noted	on	the	intermediary.	All	issuers	
must	file	a	Form	C-U	to	report	the	total	amount	of	securities	sold	in	the	offering.	Any	
amendments	to	the	offering	need	to	be	filed	with	Form	C/A.	Material	changes	require	
reconfirmation	by	investors	of	their	investment	commitments	within	five	business	
days.		

vii) A	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;	

viii) The	target	offering	amount,	the	deadline	to	reach	the	target	offering	amount	and	
regular	updates	about	the	progress	of	the	issuer	in	meeting	the	target	offering	amount;	
The	issuer	is	required	to	disclose,	at	the	commencement	of	the	offering,	how	shares	in	
oversubscribed	offerings	would	be	allocated.	Describe	the	process	to	cancel	an	
investment	commitment	or	to	complete	the	transaction	once	the	target	amount	is	met,	
including	a	statement	that:		
(1) Investors	may	cancel	an	investment	commitment	until	48	hours	prior	to	the	

deadline	identified	in	the	issuer’s	offering	materials;	
(2) The	intermediary	will	notify	investors	when	the	target	offering	amount	has	been	

met;		
(3) If	an	issuer	reaches	the	target	offering	amount	prior	to	the	deadline	identified	in	its	

offering	materials,	it	may	close	the	offering	early	if	it	provides	at	least	five	business	
days’	notice	prior	to	that	new	deadline	(absent	a	material	change	that	requires	an	
extension	of	the	offering	and	reconfirmation	of	the	investment	commitment);	and	

(4) If	an	investor	does	not	cancel	an	investment	commitment	before	the	48-hour	
period	prior	to	the	offering	deadline,	the	funds	will	be	released	to	the	issuer	upon	
closing	of	the	offering	and	the	investor	will	receive	securities	in	exchange	for	his	or	
her	investment.	

In	an	instance	where	an	issuer	reaches	the	target	offering	amount	prior	to	the	deadline	
identified	in	its	offering	materials,	it	may	close	the	offering	early	if	it	provides	at	least	
five	business	days’	notice	about	the	new	offering	deadline.		

ix) The	price	to	the	public	of	the	securities	or	the	method	for	determining	the	price;	and	a	
description	of	the	ownership	and	capital	structure	of	the	issuer.	This	disclosure	should	
include:		
(1) The	terms	of	the	securities	being	offered	and	each	other	class	of	security	of	the	

issuer,	including	the	number	of	securities	being	offered	and	those	outstanding,	
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whether	or	not	such	securities	have	voting	rights,	any	limitations	on	such	voting	
rights,	how	the	terms	of	the	securities	being	offered	may	be	modified	and	a	
summary	of	the	differences	between	such	securities	and	each	other	class	of	security	
of	the	issuer,	and	how	the	rights	of	the	securities	being	offered	may	be	materially	
limited,	diluted	or	qualified	by	the	rights	of	any	other	class	of	security	of	the	issuer;	

(2) A	description	of	how	the	exercise	of	the	rights	held	by	the	principal	shareholders	of	
the	issuer	could	affect	the	purchasers	of	the	securities;		

(3) The	name	and	ownership	level	of	persons	who	are	20	Percent	Beneficial	Owners;		
(4) How	the	securities	being	offered	are	being	valued,	and	examples	of	methods	for	

how	such	securities	may	be	valued	by	the	issuer	in	the	future,	including	during	
subsequent	corporate	actions;		

(5) The	risks	to	purchasers	of	the	securities	relating	to	minority	ownership	in	the	
issuer	and	the	risks	associated	with	corporate	actions	including	additional	
issuances	of	securities,	issuer	repurchases	of	securities,	a	sale	of	the	issuer	or	of	
assets	of	the	issuer	or	transactions	with	related	parties;	and		

(6) A	description	of	the	restrictions	on	the	transfer	of	the	securities.	
x) Certain	related-party	transactions;	To	disclose	any	potential	conflicts	of	interest.	
xi) Additional	Disclosure	Requirements	include:	

(1) Disclose	any	material	information	necessary	in	order	to	make	the	statements	made,	
in	light	of	the	circumstances	under	which	they	were	made,	not	misleading;	

(2) Disclosure	of	the	name,	SEC	file	number	and	Central	Registration	Depository	
number	(“CRD	number”)	(as	applicable)	of	the	intermediary	through	which	the	
offering	is	being	conducted;		

(3) Disclosure	of	the	amount	of	compensation	paid	to	the	intermediary	for	conducting	
the	offering,	including	the	amount	of	any	referral	or	other	fees	associated	with	the	
offering;	it	could	be	disclosed	either	as	a	dollar	amount	or	percentage	of	the	
offering	amount	or	as	a	good	faith	estimate	if	the	exact	amount	is	not	available	at	
the	time	of	the	filing.	Any	compensation	paid	to	the	intermediary	in	the	form	of	
interests	rather	than	cash;		

(4) Disclose	the	location	on	the	issuer’s	website	where	investors	will	be	able	to	find	the	
issuer’s	annual	report	and	the	date	by	which	such	report	will	be	available	on	the	
issuer’s	website;	

(5) Certain	legends	in	the	offering	statement	that	reinforce	the	risk	to	investors;	
(6) Disclosure	of	the	current	number	of	employees	of	the	issuer;		
(7) A	discussion	of	the	material	factors	that	make	an	investment	in	the	issuer	

speculative	or	risky;	a	description	of	the	material	terms	of	any	indebtedness	of	the	
issuer,	including	the	amount,	interest	rate,	maturity	date	and	any	other	material	
terms;		

(8) Disclosure	of	any	exempt	offerings	conducted	within	the	past	three	years;		
(9) Disclose	whether	the	issuer	or	any	of	its	predecessors	previously	has	failed	to	

comply	with	the	ongoing	reporting	requirements	of	Regulation	Crowdfunding;	and		
(10) Disclosure	of	related-party	transactions	since	the	beginning	of	the	issuer’s	last	

fiscal	year	in	excess	of	five	percent	of	the	aggregate	amount	of	capital	raised	by	the	
issuer	in	reliance	on	Section	4(a)(6)	during	the	preceding	12-month	period,	
inclusive	of	the	amount	the	issuer	seeks	to	raise	in	the	current	offering.	

	
An	issuer	will	not	be	required	to	repeat	what	is	already	provided	elsewhere	in	the	
issuer’s	disclosure,	including	the	financial	statements.	
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b) Ongoing	Reporting	Requirements	–	Issuers	are	required	to	file	an	annual	report	with	the	

Commission	and	provide	it	to	investors	no	later	than	120	days	after	the	end	of	the	fiscal	
year.	See	Appendix	B	for	ongoing	reporting	requirements.	Such	reports	are	to	be	posted	on	
the	issuer’s	website.	Issuers	will	be	required	to	file	the	annual	report	until	the	earliest	of	the	
following	events	occurs:		
i) The	issuer	is	required	to	file	reports	under	Exchange	Act	Sections	13(a)	or	15(d);		
ii) The	issuer	has	filed	at	least	one	annual	report	and	has	fewer	than	300	holders	of	record;		
iii) The	issuer	has	filed	at	least	three	annual	reports	and	has	total	assets	that	do	not	exceed	

$10	million;		
iv) The	issuer	or	another	party	purchases	or	repurchases	all	of	the	securities	issued	

pursuant	to	Section	4(a)(6),	including	any	payment	in	full	of	debt	securities	or	any	
complete	redemption	of	redeemable	securities;	or		

v) The	issuer	liquidates	or	dissolves	in	accordance	with	state	law.		
	

c) Form	C	and	Filing	Requirements	–	See	Appendix	A	for	Form	C	and	Instruction	on	how	to	
complete.	
	

d) Prohibition	on	Advertising	Terms	of	the	Offering	-	issuer	shall	not	advertise	the	terms	of	
the	offering,	except	for	notices	which	direct	investors	to	the	funding	portal	or	broker.	The	
notice	could	include	no	more	than:		
i) A	statement	that	the	issuer	is	conducting	an	offering,	the	name	of	the	intermediary	

through	which	the	offering	is	being	conducted	and	a	link	directing	the	investor	to	the	
intermediary’s	platform;		

ii) The	terms	of	the	offering;	and		
iii) Factual	information	about	the	legal	identity	and	business	location	of	the	issuer,	limited	

to	the	name	of	the	issuer	of	the	security,	the	address,	phone	number	and	website	of	the	
issuer,	the	e-mail	address	of	a	representative	of	the	issuer	and	a	brief	description	of	the	
business	of	the	issuer.	The,	“terms	of	the	offering”	should	include:		

(1) the	amount	of	securities	offered;		
(2) the	nature	of	the	securities;		
(3) the	price	of	the	securities;	and		
(4) the	closing	date	of	the	offering	period.		

iv) The	permitted	notices	will	be	similar	to	“tombstone	ads”	except	that	the	notices	will	be	
required	to	direct	an	investor	to	the	intermediary’s	platform	through	which	the	offering	
is	being	conducted,	such	as	through	a	link	directing	the	investor	to	the	platform.	An	
issuer	can	communicate	with	investors	about	the	terms	of	the	offering	through	
communication	channels	provided	by	the	intermediary	on	the	intermediary’s	platform,	
so	long	as	the	issuer	identifies	itself	as	the	issuer	in	all	communications.	Any	persons	
acting	on	behalf	of	the	issuer	are	required	under	Rule	204(c)	to	identify	their	affiliation	
with	the	issuer	in	all	communications	on	the	intermediary’s	platform.	
	

e) Compensation	of	Persons	Promoting	the	Offering	–	Regulation	Crowdfunding	prohibits	
an	issuer	from	compensating,	or	committing	to	compensate,	directly	or	indirectly,	any	
person	to	promote	the	issuer’s	offering	through	communication	channels	provided	by	the	
intermediary,	unless	the	issuer	takes	reasonable	steps	to	ensure	that	the	person	clearly	
discloses	the	receipt	(both	past	and	prospective)	of	compensation	each	time	the	person	
makes	a	promotional	communication.	This	applies	broadly	to	all	persons	acting	on	behalf	of	



	

9		 	 	 Copyright:	Crowdfund	Capital	Advisors,	2015	

the	issuer,	regardless	of	whether	or	not	the	compensation	they	receive	is	specifically	for	the	
promotional	activities.	Issuers	should	not	circumvent	the	restrictions	on	advertising	by	
compensating	a	third	party	to	do	what	the	issuer	cannot	do	directly.	
	

f) Other	Issuer	Requirements	–		
i) Oversubscriptions	–	Issuers	can	accept	investments	in	excess	of	the	target	offering	

amount,	as	long	as	they	are	subject	to	the	$1	million	annual	limit	
ii) Offering	Price	-	Issuer	must	disclose	the	offering	price	of	the	securities	or,	in	the	

alternative,	the	method	for	determining	the	price,	provided	that	prior	to	any	sale	of	
securities,	each	investor	is	provided	in	writing	the	final	price	and	all	required	
disclosure.	The	rules	do	not	require	issuers	to	set	a	fixed	price	or	prohibit	dynamic	
pricing.		

iii) Types	of	Securities	Offered	and	Valuation	–	No	limit	to	the	type	of	securities	that	
may	be	offered	nor	prescribe	a	method	for	valuing	the	securities	
	

3) Intermediary	Requirements	-	One	of	the	key	investor	protections	of	Title	III	of	the	JOBS	Act	is	
the	requirement	that	Regulation	Crowdfunding	transactions	take	place	through	an	SEC	
registered	intermediary,	either	a	broker-dealer	or	a	funding	portal.	Under	Regulation	
Crowdfunding,	offerings	must	be	conducted	exclusively	through	a	platform	operated	by	a	
registered	broker	or	a	funding	portal,	which	is	a	new	type	of	SEC	registrant.	The	rules	require	
these	intermediaries	to:		
	
a) Provide	investors	with	educational	materials	-	Regulation	Crowdfunding	requires	

intermediaries	to	deliver	to	investors,	at	account	opening,	educational	materials	that	are	in	
plain	language	and	otherwise	designed	to	communicate	effectively	and	accurately	certain	
specified	information.	The	rule	requires	the	materials	to	include:		
i) The	process	for	the	offer,	purchase	and	issuance	of	securities	through	the	intermediary;		
ii) The	risks	associated	with	investing	in	securities	offered	and	sold;		
iii) The	types	of	securities	that	may	be	offered	on	the	intermediary’s	platform	and	the	risks	

associated	with	each	type	of	security,	including	the	risk	of	having	limited	voting	power	
as	a	result	of	dilution;		

iv) The	restrictions	on	the	resale	of	securities	offered	and	sold	in	reliance	on	Section	
4(a)(6);	

v) The	types	of	information	that	an	issuer	is	required	to	provide	in	annual	reports,	the	
frequency	of	the	delivery	of	that	information,	and	the	possibility	that	the	issuer’s	
obligation	to	file	annual	reports	may	terminate	in	the	future;		

vi) The	limits	on	the	amounts	investors	may	invest,	as	set	forth	in	Section	4(a)(6)(B);		
vii) The	circumstances	in	which	the	issuer	may	cancel	an	investment	commitment;	•	the	

limitations	on	an	investor’s	right	to	cancel	an	investment	commitment;		
viii) The	need	for	the	investor	to	consider	whether	investing	in	a	security	offered	and	sold	in	

reliance	on	Section	4(a)(6)	is	appropriate	for	him	or	her;		
ix) That	following	completion	of	an	offering,	there	may	or	may	not	be	any	ongoing	

relationship	between	the	issuer	and	intermediary.	The	rules	further	require	
intermediaries	to	make	the	current	version	of	the	educational	materials	available	on	
their	platforms,	and	to	make	revised	materials	available	to	all	investors	before	
accepting	any	additional	investment	commitments	or	effecting	any	further	transactions	
in	securities	offered	and	sold	in	reliance	on	Section	4(a)(6);	
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x) Intermediaries,	rather	than	the	Commission	are	required	to	provide	such	disclosures,	
including	disclosures	related	to	risks	and	other	investor	education	materials	as	the	
Commission	determines	to	be	appropriate;	

xi) Educational	materials	must	indicate	that	under	certain	circumstances	an	issuer	may	
cease	to	publish	annual	reports	and,	therefore,	an	investor	may	not	continually	have	
current	financial	information	about	the	issuer;	

xii) (Note	that	FINRA	might	institute	other	education	requirements	so	you	need	to	check	
with	them);		

xiii) Educational	materials	must	be	kept	up	to	date;	and	
xiv) An	intermediary	is	required	to	obtain	a	representation	that	an	investor	has	reviewed	

the	intermediary’s	most	recent	educational	materials	before	accepting	an	investment	
commitment	from	the	investor.	
	

b) Take	measures	to	reduce	the	risk	of	fraud;	This	includes	obtaining	a	background	and	
securities	enforcement	regulatory	history	check	on	each	officer,	director,	and	person	
holding	more	than	20	percent	of	the	outstanding	equity	of	every	issuer	whose	securities	are	
offered	by	such	person.	An	intermediary	must	have	a	reasonable	basis	for	believing	that	an	
issuer	seeking	to	offer	and	sell	securities	in	reliance	on	Section	4(a)(6)	through	the	
intermediary’s	platform	complies	with	the	requirements	in	Securities	Act	Section	4A(b)	and	
the	related	requirements	in	Regulation	Crowdfunding.	
	

c) Make	available	information	about	the	issuer	and	the	offering;		All	information	about	
the	issuer	and	offering	must	be	listed	on	the	intermediary.	
	

d) Provide	communication	channels	to	permit	discussions	about	offerings	on	the	
platform	-	An	intermediary	that	is	a	funding	portal	is	be	prohibited	from	participating	in	
communications	in	these	channels.	The	intermediary	must:		
i) Make	the	communications	channels	publicly	available;	
ii) Permit	only	those	persons	who	have	opened	accounts	to	post	comments;	and		
iii) Require	any	person	posting	a	comment	in	the	communication	channels	to	disclose	

whether	he	or	she	is	a	founder	or	an	employee	of	an	issuer	engaging	in	promotional	
activities	on	behalf	of	the	issuer,	or	is	otherwise	compensated,	whether	in	the	past	or	
prospectively,	to	promote	the	issuer’s	offering.	
	

e) Facilitate	the	offer	and	sale	of	crowdfunded	securities	-	Upon	receipt	of	an	investment	
commitment	from	an	investor,	an	intermediary	must	promptly	give	or	send	to	the	investor	a	
notification	disclosing:		
i) The	dollar	amount	of	the	investment	commitment;		
ii) The	price	of	the	securities,	if	known;		
iii) The	name	of	the	issuer;	and		
iv) The	date	and	time	by	which	the	investor	may	cancel	the	investment	commitment.	This	

notification	must	be	provided	by	e-mail	or	other	electronic	media,	and	should	be	
documented	in	accordance	with	applicable	recordkeeping	rules	

The	rules	prohibit	funding	portals	from:		
i) Offering	investment	advice	or	making	recommendations;		
ii) Soliciting	purchases,	sales	or	offers	to	buy	securities	offered	or	displayed	on	its	

platform;		
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iii) Compensating	promoters	and	others	for	solicitations	or	based	on	the	sale	of	securities;	
and		

iv) Holding,	possessing,	or	handling	investor	funds	or	securities.	
	

f) Definitions	of	Funding	Portals	and	Associated	Persons.	A	person	associated	with	a	
funding	portal	or	associated	person	of	a	funding	portal	means	any	partner,	officer,	director	
or	manager	of	a	funding	portal	(or	any	person	occupying	a	similar	status	or	performing	
similar	functions),	any	person	directly	or	indirectly	controlling	or	controlled	by	a	funding	
portal,	or	any	employee	of	a	funding	portal,	other	than	persons	whose	functions	are	solely	
clerical	or	ministerial.		
	

g) General	Requirements	for	Intermediaries.	The	intermediary,	as	well	as	its	directors,	
officers	or	partners	(or	any	person	occupying	a	similar	status	or	performing	a	similar	
function),	from	having:		
i) A	financial	interest	in	an	issuer	using	its	services;	and		
ii) From	receiving	a	financial	interest	in	the	issuer	as	compensation	for	services	provided	

to,	or	for	the	benefit	of,	the	issuer,	in	connection	with	the	offer	and	sale	of	its	securities.	
A	financial	interest	in	an	issuer	means	a	direct	or	indirect	ownership	of,	or	economic	
interest	in,	any	class	of	the	issuer’s	securities.	HOWEVER	an	intermediary	may	receive	a	
financial	interest	provided	that:		
(1) The	intermediary	receives	the	financial	interest	from	the	issuer	as	compensation	

for	the	services	provided	to,	or	for	the	benefit	of,	the	issuer	in	connection	with	the	
offer	or	sale	of	such	securities	being	offered	or	sold	in	reliance	on	Section	4(a)(6)	
through	the	intermediary’s	platform;	and		

(2) The	financial	interest	consists	of	securities	of	the	same	class	and	having	the	same	
terms,	conditions	and	rights	as	the	securities	being	offered	or	sold	in	reliance	on	
Section	4(a)(6)	through	the	intermediary’s	platform.	
	

h) Take	Measures	to	Reduce	Risk	of	Fraud;	This	includes	background	checks,	vetting	of	
materials	and	requiring	all	communication	regarding	the	buying	and	selling	of	securities	to	
take	place	on	the	intermediary.		
	

i) Account	Opening	–	Regulation	Crowdfunding	prohibits	an	intermediary	or	its	associated	
persons	from	accepting	an	investment	commitment	in	a	transaction	involving	the	offer	or	
sale	of	securities	in	reliance	on	Section	4(a)(6)	unless	the	investor	has	opened	an	account	
with	the	intermediary,	and	the	intermediary	has	obtained	from	the	investor	consent	to	
electronic	delivery	of	materials.	An	intermediary	must	provide	all	information	required	by	
Subpart	C	of	Regulation	Crowdfunding,	including,	but	not	limited	to,	educational	materials,	
notices	and	confirmations,	through	electronic	means.	An	intermediary	must	provide	such	
information	through	an	electronic	message	that	either	contains	the	information,	includes	a	
specific	link	to	the	information	as	posted	on	the	intermediary’s	platform,	or	provides	notice	
of	what	the	information	is	and	that	it	is	located	on	the	intermediary’s	platform	or	the	
issuer’s	website.	Electronic	messages	include,	but	are	not	be	limited	to,	messages	sent	via	e-
mail.	The	intermediary	must	provide	the	information	either	through		
i) An	electronic	message	that	contains	the	information,		
ii) An	electronic	message	that	includes	a	specific	link	to	the	information	as	posted	on	the	

intermediary’s	platform,	or		



	

12		 	 	 Copyright:	Crowdfund	Capital	Advisors,	2015	

iii) An	electronic	message	that	provides	notice	of	what	the	information	is	and	notifies	
investors	that	this	information	is	located	on	the	intermediary’s	platform	or	on	the	
issuer’s	website.	
	

j) Requirements	with	Respect	to	Transactions	–	Intermediary	must	make	available	to	the	
Commission	and	investors,	not	later	than	21	days	prior	to	the	first	day	on	which	securities	
are	sold	to	any	investor	(or	such	other	period	as	the	Commission	may	establish),	any	
information	provided	by	the	issuer	pursuant	to	Section	4A(b).749	Accordingly,	each	
intermediary	in	a	transaction	involving	the	offer	or	sale	of	securities	in	reliance	on	Section	
4(a)(6)	is	required	to	make	available	to	the	Commission	and	to	investors	any	information	
required	to	be	provided	by	the	issuer	of	Regulation	Crowdfunding.	The	Rule	requires	that	
this	information:		
i) Be	publicly	available	on	the	intermediary’s	platform,	in	a	manner	that	reasonably	

permits	a	person	accessing	the	platform	to	save,	download	or	otherwise	store	the	
information;		

ii) Be	made	publicly	available	on	the	intermediary’s	platform	for	a	minimum	of	21	days	
before	any	securities	are	sold	in	the	offering,	during	which	time	the	intermediary	may	
accept	investment	commitments;	and		

iii) Remain	publicly	available	on	the	intermediary’s	platform	until	the	offer	and	sale	of	
securities	is	completed	or	cancelled	(including	any	additional	information	provided	by	
the	issuer).		

iv) In	addition,	an	intermediary	is	prohibited	from	requiring	any	person	to	establish	an	
account	with	the	intermediary	in	order	to	access	this	information.	
	

k) Compliance	with	Investment	Limits	–	The	rule	limits	the	aggregate	amount	of	securities	
that	can	be	sold	by	an	issuer	to	an	investor	in	reliance	on	Section	4(a)(6)	during	a	12-month	
period.	Securities	Act	Section	4A(a)(8)	requires	that	intermediaries	“make	such	efforts	as	
the	Commission	determines	appropriate,	by	rule”	to	ensure	that	no	investor	has	made	
purchases	in	the	aggregate,	from	all	issuers,	that	exceed	the	limits	in	Section	4(a)(6).	The	
Rule	implements	this	provision	by	requiring	that,	each	time	before	accepting	an	investment	
commitment	on	its	platform	(including	any	additional	investment	commitment	from	the	
same	person),	an	intermediary	must	have	a	reasonable	basis	for	believing	that	the	investor	
satisfies	the	investment	limits	established	by	Section	4(a)(6)(B).	The	rule	allows	an	
intermediary	to	rely	on	an	investor’s	representations	concerning	annual	income,	net	worth	
and	the	amount	of	the	investor’s	other	investments	in	securities	sold	in	reliance	on	Section	
4(a)(6)	through	other	intermediaries	unless	the	intermediary	has	a	reasonable	basis	to	
question	the	reliability	of	the	representation.		
	

l) Acknowledgement	of	Risk	–	An	intermediary	must	ensure	that	each	investor:		
i) Reviews	educational	materials;		
ii) Positively	affirms	that	the	investor	understands	that	he	or	she	is	risking	the	loss	of	the	

entire	investment	and	that	the	investor	could	bear	such	a	loss;	and		
iii) Completed	a	questionnaire	demonstrating	an	understanding	of	the	level	of	risk	

generally	applicable	to	investments	in	startups,	emerging	businesses	and	small	issuers,	
the	risk	of	illiquidity.	
	

m) Completion	of	Offerings,	Cancellations	and	Reconfirmations	–	An	intermediary	must	
ensure	that	all	offering	proceeds	are	only	provided	to	the	issuer	when	the	aggregate	capital	
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raised	from	all	investors	is	equal	to	or	greater	than	a	target	offering	amount.	Because	a	
funding	portal	cannot	receive	any	funds,	it	is	required	to	direct	investors	to	transmit	money	
or	other	consideration	directly	to	a	“qualified	third	party”	that	has	agreed	in	writing	to	hold	
the	funds	for	the	benefit	of	the	investors	and	the	issuer	and	to	promptly	transmit	or	return	
the	funds	to	the	persons	entitled	to	such	funds.	A	“qualified	third	party”	means	a	registered	
broker	or	dealer	that	carries	customer	or	broker	or	dealer	accounts	and	holds	funds	or	
securities	for	those	persons,	a	bank,	or	a	credit	union	insured	by	the	National	Credit	Union	
Administration	(“NCUA”)	that	has	agreed	in	writing	to	either:		
i) Hold	the	funds	in	escrow	for	the	persons	who	have	the	beneficial	interests	in	the	funds	

and	to	transmit	or	return	the	funds	directly	to	the	persons	entitled	to	them	when	the	
appropriate	event	or	contingency	has	occurred;	or		

ii) Establish	a	bank	account	(or	accounts)	for	the	exclusive	benefit	of	investors	and	the	
issuer.		

In	no	event	may	the	funding	portal	direct	the	transmission	of	funds	earlier	than	21	days	
after	the	date	on	which	the	intermediary	makes	publicly	available	on	its	platform	the	
information	required	to	be	provided	by	the	issuer	under	other	Rules.	An	intermediary	can,	
in	its	discretion,	decline	to	accept	certain	payment	methods,	such	as	credit	cards,	or	accept	
them	only	in	certain	circumstances.	An	intermediary,	at	or	before	the	completion	of	a	
transaction	made	pursuant	to	Section	4(a)(6),	must	give	or	send	to	each	investor	a	
notification	disclosing:		

(1)	the	date	of	the	transaction;		
(2)	the	type	of	security	that	the	investor	is	purchasing;		
(3)	the	identity,	price	and	number	of	securities	purchased	by	the	investor,	as	well	
as	the	number	of	securities	sold	by	the	issuer	in	the	transaction	and	the	price(s)	at	
which	the	securities	were	sold;		
(4)	certain	specified	terms	of	the	security,	if	it	is	a	debt	or	callable	security;	and		
(5)	the	source	and	amount	of	any	remuneration	received	or	to	be	received	by	the	
intermediary	in	connection	with	the	transaction,	whether	from	the	issuer	or	from	
other	persons.	This	notification	is	required	to	be	provided	by	e-mail	or	other	
electronic	media,	and	must	be	documented	in	accordance	with	applicable	
recordkeeping	rules.	The	source	is	defined	as	any	remuneration	received	or	to	be	
received	by	the	intermediary	in	connection	with	the	transaction,	including	any	
remuneration	received	or	to	be	received	by	the	intermediary	from	persons	other	
than	the	issuer.	

	
An	intermediary	is	required	to	give	investors	an	unconditional	right	to	cancel	an	investment	
commitment	for	any	reason	until	48	hours	prior	to	the	deadline	identified	in	the	issuer’s	
offering	materials.	An	investor	should	not	be	able	to	cancel	any	investment	commitments	
made	within	the	final	48	hours	of	the	offering	(except	in	the	event	of	a	material	change	to	
the	offering).	If	an	issuer	reached	the	target	offering	amount	prior	to	the	deadline	identified	
in	its	offering	materials,	it	could	close	the	offering	once	the	target	offering	amount	was	
reached,	provided	that:		

(1)	the	offering	had	been	open	for	a	minimum	of	21	days;		
(2)	the	intermediary	provided	notice	about	the	new	offering	deadline	at	least	five	
business	days	prior	to	the	new	offering	deadline;		
(3)	investors	should	be	given	the	opportunity	to	reconsider	their	investment	
decision	and	to	cancel	their	investment	commitment	until	48	hours	prior	to	the	
new	offering	deadline;	and		
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(4)	at	the	time	of	the	new	offering	deadline,	the	issuer	continued	to	meet	or	exceed	
the	target	offering	amount.		

	
In	addition,	if	there	was	a	material	change	to	the	terms	of	an	offering	or	to	the	information	
provided	by	the	issuer	about	the	offering,	the	intermediary	is	required	to	give	or	send	to	any	
investors	who	have	made	investment	commitments	notice	of	the	material	change,	stating	
that	the	investor’s	investment	commitment	will	be	cancelled	unless	the	investor	reconfirms	
his	or	her	commitment	within	five	business	days	of	receipt	of	the	notice.	If	the	investor	
failed	to	reconfirm	his	or	her	investment	within	those	five	business	days,	the	intermediary	
is	required,	within	five	business	days	thereafter,	to:		

(1)	provide	or	send	the	investor	a	notification	disclosing	that	the	investment	
commitment	was	cancelled,	the	reason	for	the	cancellation	and	the	refund	amount	
that	the	investor	should	expect	to	receive;	and		
(2)	direct	the	refund	of	investor	funds.	This	notification,	like	other	notifications	
from	an	intermediary,	is	required	to	be	provided	by	e-mail	or	other	electronic	
media,	and	to	be	documented	in	accordance	with	applicable	recordkeeping	rules.	

	
If	an	issuer	did	not	complete	an	offering,	because	the	target	was	not	reached	or	the	issuer	
decided	to	terminate	the	offering,	the	intermediary	is	required,	within	five	business	days,	
the	intermediary	must:		

(1)	give	or	send	to	each	investor	who	had	made	an	investment	commitment	a	
notification	disclosing	the	cancellation	of	the	offering,	the	reason	for	the	
cancelation,	and	the	refund	amount	that	the	investor	should	expect	to	receive;		
(2)	direct	the	refund	of	investor	funds;	and		
(3)	prevent	investors	from	making	investment	commitments	with	respect	to	that	
offering	on	its	platform.		
This	notification,	like	other	notifications	from	an	intermediary,	is	required	to	be	
provided	by	e-mail	or	other	electronic	media,	and	to	be	documented	in	accordance	
with	applicable	recordkeeping	rules.	

	
NOTE	-	Investors	associated	with	the	issuer,	are	subject	to	the	antifraud	provisions	of	the	
securities	laws.	So	if	they	cancel	their	subscription	to	nullify	an	offering	that	could	be	
considered	fraud	on	their	part	
	

o) Payments	to	Third	Parties	–	All	of	this	needs	to	be	disclosed	including	the	compensation	
the	intermediary	will	receive.	
	

p) Records	of	Securities	Holders	–	Intermediary	must	have	a	reasonable	basis	for	believing	
that	an	issuer	has	established	means	to	keep	accurate	records	of	the	holders	of	the	
securities	it	offers	and	sells	through	the	intermediary’s	platform.	In	satisfying	this	
requirement,	an	intermediary	may	rely	on	the	representations	of	the	issuer	concerning	its	
means	of	recordkeeping	unless	the	intermediary	has	reason	to	question	the	reliability	of	
those	representations.	An	intermediary	will	be	deemed	to	have	satisfied	this	requirement	if	
the	issuer	has	engaged	the	services	of	a	transfer	agent	that	is	registered	under	Section	17A	
of	the	Exchange	Act.	The	record	keeping	function	may	be	provided	by	the	issuer,	a	broker,	a	
transfer	agent	or	some	other	(registered	or	unregistered)	person.	
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q) Denial	of	Platform	Access	–	An	intermediary	must	deny	access	by	an	issuer	to	its	platform	
if	it	has	a	reasonable	basis	for	believing	that	an	issuer,	or	any	of	its	officers,	directors	or	any	
person	occupying	a	similar	status	or	performing	a	similar	function,	or	any	20	Percent	
Beneficial	Owner	is	subject	to	a	disqualification.	An	intermediary	must	deny	access	to	its	
platform	if	the	intermediary	has	a	reasonable	basis	for	believing	the	issuer	or	offering	
presents	the	potential	for	fraud	or	otherwise	raises	concerns	about	investor	protection.	In	
satisfying	this	requirement,	the	the	rule	requires	that	an	intermediary	deny	access	if	it	
believes	that	it	is	unable	to	adequately	or	effectively	assess	the	risk	of	fraud	of	the	issuer	or	
its	potential	offering.	In	addition,	if	an	intermediary	becomes	aware	of	information	after	it	
has	granted	access	that	causes	it	to	reasonably	believe	the	issuer	or	the	offering	presents	
the	potential	for	fraud	or	otherwise	raises	concerns	about	investor	protection,	the	
intermediary	is	required	to	promptly	remove	the	offering	from	its	platform,	cancel	the	
offering,	and	return	(or,	for	funding	portals,	direct	the	return	of)	any	funds	that	have	been	
committed	by	investors	in	the	offering.	
	

2) Additional	Funding	Portal	Requirements		
a) Registration	Requirement	-	A	person	acting	as	an	intermediary	in	a	crowdfunding	

transaction	must	register	with	the	Commission	as	a	broker	or	as	a	funding	portal.	This	
process	may	be	done	on	EDGAR.	An	intermediary	to	register	with	any	applicable	self-
regulatory	organization	(“SRO”)	which	is	otherwise	known	(at	the	moment)	as	FINRA.	
Funding	Portals	must	register	using	Form	Funding	Portal	which	includes	a	narrative	
explaining	the	funding	portal’s	principal	place	of	business,	its	legal	status	and	its	
disciplinary	history,	if	any;	business	activities,	including	the	types	of	compensation	the	
funding	portal	receives;	control	affiliates	of	the	funding	portal	and	disclosure	of	their	
disciplinary	history,	if	any;	FINRA	membership	or	membership	with	any	other	
registered	national	securities	association;	and	the	funding	portal’s	website	address(es)	
or	other	means	of	access.		
	
If	any	information	about	the	Funding	Portal	changes,	an	amendment	to	Form	Funding	
Portal	must	be	submitted	within	30	days.	Form	Funding	Portal	consists	of	eight	
sections:	identifying	information,	form	of	organization,	successions,	control	persons,	
disclosure	information,	non-securities	related	business,	escrow,	compensation	
arrangements,	and	withdrawal.	These	items	require	an	applicant	to	provide	certain	
basic	identifying	and	contact	information	concerning	its	business;	list	its	direct	owners	
and	executives;	identify	persons	that	directly	or	indirectly	control	the	funding	portal,	
control	the	management	or	policies	of	the	funding	portal	and	persons	the	funding	portal	
controls;	and	supply	information	about	its	litigation	and	disciplinary	history	and	the	
litigation	and	disciplinary	history	of	its	associated	persons.	A	funding	portal	is	able	to	
operate	multiple	website	addresses	under	a	single	funding	portal	registration,	provided	
the	funding	portal	disclosed	on	Form	Funding	Portal	all	the	websites	and	names	under	
which	it	does	business.		
	
An	applicant	must	describe	any	nonsecurities	related	business	activities	and	supply	
information	about	its	escrow	arrangements,	and	compensation	arrangements	with	
issuers.	Upon	a	filing	to	withdraw	from	registration,	a	funding	portal	is	required	to	
provide	certain	books	and	records	information.	
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Applicants	that	are	incorporated	in	or	organized	under	the	laws	of	a	jurisdiction	outside	
of	the	United	States	or	its	territories,	or	whose	principal	place	of	business	is	not	in	the	
United	States	or	its	territories,	are	required	to	complete	Schedule	C	to	Form	Funding	
Portal,	which	requires	information	about	the	applicant’s	arrangements	to	have	an	agent	
for	service	of	process	in	the	United	States,	as	well	as	a	certification	and	an	opinion	of	
counsel	addressing	the	ability	of	the	applicant	to	provide	the	Commission	and	the	
national	securities	association	of	which	it	is	a	member	with	prompt	access	to	its	books	
and	records	and	to	submit	to	onsite	inspection	and	examination	by	the	Commission	and	
the	national	securities	association.		
	
The	funding	portal	will	receive	an	SEC	file	number	after	it	files	its	Form	Funding	Portal	
initial	application,	and	thereafter	must	that	file	number	when	submitting	an	
amendment	or	withdrawal	from	registration	on	Form	Funding	Portal.		
	

b) Nonresident	Funding	Portals	-	A	“nonresident	funding	portal”	is	conditioned	upon	
there	being	an	information	sharing	arrangement	in	place	between	the	Commission	and	
the	competent	regulator	in	the	jurisdiction	under	the	laws	of	which	the	nonresident	
funding	portal	is	organized	or	where	it	has	its	principal	place	of	business	that	is	
applicable	to	the	nonresident	funding	portal.	The	rule	requires	a	nonresident	funding	
portal	registered	or	applying	for	registration	to:		

(1)	obtain	a	written	consent	and	power	of	attorney	appointing	an	agent	for	service	
of	process	in	the	United	States	(other	than	the	Commission	or	a	Commission	
member,	official	or	employee),	upon	whom	may	be	served	any	process,	pleadings,	
or	other	papers	in	any	action;	
(2)	furnish	the	Commission	with	the	name	and	address	of	its	agent	for	services	of	
process	on	Schedule	C	of	Form	Funding	Portal;	and		
(3)	certify	on	Schedule	C	of	Form	Funding	Portal	and	provide	an	opinion	of	counsel	
that	it	can,	as	a	matter	of	law,	provide	the	Commission	and	any	registered	national	
securities	association	of	which	it	becomes	a	member	with	prompt	access	to	its	
books	and	records	and	can,	as	a	matter	of	law,	and	will	submit	to	onsite	inspection	
and	examination	by	the	Commission	and	such	national	securities	association	

	
Any	changes	must	be	notified	to	the	commission.	The	Foreign	Funding	Portal	must	
have	a	registered	U.S.	agent.	
	

c) Exemption	from	Broker-Dealer	Registration	–	Funding	Portals	are	exempt,	
conditionally	or	unconditionally,	from	the	requirement	to	register	as	a	broker	or	dealer	
under	Exchange	Act	Section	provided	that	the	funding	portal:		

i. Remains	subject	to	the	examination,	enforcement	and	other	
rulemaking	authority	of	the	Commission;		

ii. Is	a	member	of	a	registered	national	securities	association;	and		
iii. Is	subject	to	other	requirements	that	the	Commission	determines	

appropriate.	
b. Safe	Harbor	for	Certain	Activities	-	A	funding	portal	is	defined	as	an	

intermediary	that	does	not:		
i. Offer	investment	advice	or	make	recommendations;		
ii. Solicit	purchases,	sales	or	offers	to	buy	the	securities	offered	or	

displayed	on	its	platform	or	portal;		
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iii. Compensate	employees,	agents	or	other	persons	for	such	solicitation	
or	based	on	the	sale	of	securities	displayed	or	referenced	on	its	
platform	or	portal;		

iv. Hold,	manage,	possess	or	otherwise	handle	investor	funds	or	
securities;	or		

v. Engage	in	such	other	activities	as	the	Commission,	by	rule,	determines	
appropriate	

The	permissible	activities	in	the	safe	harbor	involve:		
(i)	limiting	offerings	on	the	platform;		
(ii)	highlighting	and	displaying	offerings	on	the	platform;		
(iii)	providing	communication	channels;		
(iv)	providing	search	functions;		
(v)	advising	issuers;		
(vi)	compensating	others	for	referring	persons	to	the	funding	portal;		
(vii)	paying	or	offering	to	pay	compensation	to	registered	brokers	or	

dealers;		
(viii)	receiving	compensation	from	a	registered	broker	or	dealer;		
(ix)	advertising	the	funding	portal	and	offering;		
(x)	denying	access	to,	or	cancelling,	offerings	due	to	fraud	or	investor	

protection	concerns;		
(xi)	accepting	investment	commitments	on	behalf	of	the	issuer;		
(xii)	directing	the	transmission	of	investor	funds;	and		
(xiii)	directing	a	qualified	third	party’s	transmission	of	investor	funds.		

	
A	funding	portal	may,	consistent	with	the	prohibitions	under	Exchange	Act	
(including	the	prohibition	against	offering	investment	advice	or	
recommendations),	determine	whether	and	under	what	terms	to	allow	an	
issuer	to	offer	and	sell	securities	in	reliance	on	Securities	Act	Section	
4(a)(6)	through	its	platform.	This	is	designed	to	make	it	clear	that	a	
funding	portal	may	exercise	its	discretion,	subject	to	the	prohibition	in	the	
statute	on	providing	investment	advice	or	recommendations,	to	limit	the	
offerings	and	issuers	that	it	allows	on	its	platform	under	the	safe	harbor,	as	
long	as	it	complies	with	all	other	provisions	of	Regulation	Crowdfunding.		

	
c. A	funding	portal	cannot	advertise,	make	statements	or	otherwise	

represent	that	the	offerings	listed	on	its	platform	are	safer	or	better	
investments	than	those	listed	on	other	platforms.	Given	this	statutory	
restriction,	a	funding	portal	must	provide	a	disclaimer	stating	that	limiting	the	
offerings	on	its	platform	does	not	constitute	investment	advice	or	a	
recommendation.	

	
A	funding	portal	may	apply	objective	criteria	to	highlight	offerings	on	the	
funding	portal’s	platform	where:		

(i)	The	criteria	are	reasonably	designed	to	highlight	a	broad	selection	of	
issuers	offering	securities	through	the	funding	portal’s	platform,	are	
applied	consistently	to	all	issuers	and	offerings	and	are	clearly	displayed	
on	the	funding	portal’s	platform;		
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(ii)	The	criteria	may	include,	among	other	things,	the	type	of	securities	
being	offered	(for	example,	common	stock,	preferred	stock	or	debt	
securities);	the	geographic	location	of	the	issuer;	the	industry	or	business	
segment	of	the	issuer;	the	number	or	amount	of	investment	commitments	
made,	progress	in	meeting	the	issuer’s	target	offering	amount	or,	if	
applicable,	the	maximum	offering	amount;	and	the	minimum	or	maximum	
investment	amount;	provided	that	a	funding	portal	may	not	highlight	an	
issuer	or	offering	based	on	the	advisability	of	investing	in	the	issuer	or	its	
offering;	and		
(iii)	The	funding	portal	does	not	receive	special	or	additional	
compensations	for	highlighting	one	or	more	issuers	or	offerings	on	its	
platform.	
	

A	funding	portal	may	not	highlight	an	issuer	or	offering	based	on	the	
advisability	of	investing	in	the	issuer	or	offering	or	give	the	impression	that	the	
funding	portal	is	providing	an	implicit	(or	explicit)	recommendation	on	
whether	to	invest	in	the	issuer	or	offering.	A	funding	portal	may	not	receive	any	
special	or	additional	compensation	for	highlighting	(or	offering	to	highlight)	
one	or	more	issuers	or	offerings	on	its	platform.	

	
d. Search	-	A	funding	portal	may	provide	search	functions	or	other	tools	that	

investors	can	use	to	search,	sort,	or	categorize	the	offerings	available	through	
the	funding	portal’s	platform	according	to	objective	criteria	where:		

(i)	The	criteria	may	include,	among	other	things,	the	type	of	securities	
being	offered	(for	example,	common	stock,	preferred	stock	or	debt	
securities);	the	geographic	location	of	the	issuer;	the	industry	or	business	
segment	of	the	issuer;	the	number	or	amount	of	investment	commitments	
made,	progress	in	meeting	the	issuer’s	target	offering	amount	or,	if	
applicable,	the	maximum	offering	amount;	and	the	minimum	or	maximum	
investment	amount;	and		
(ii)	The	criteria	may	not	include,	among	other	things,	the	advisability	of	
investing	in	the	issuer	or	its	offering,	or	an	assessment	of	any	characteristic	
of	the	issuer,	its	business	plan,	its	key	management	or	risks	associated	with	
an	investment.	
	
This	does	not	preclude	the	use	of	computational	sorting	algorithms	using	
objective	searching	and	sorting	criteria.	However,	a	funding	portal	must	
take	care	not	to	indicate	that	the	platform’s	search	results	or	tools,	directly	
or	indirectly,	correlate	to	successful	investments.	Likewise,	the	more	
particular,	biased	or	weighted	a	funding	portal’s	algorithm	or	assessment	
is,	the	less	likely	the	criteria	as	a	whole	will	be	objective.	However,	this	
does	not	preclude	a	funding	portal	from	permitting	investors	with	access	
to	its	communication	channels	from	rating	issuers	or	offerings	(e.g.,	a	star	
rating)	on	its	platform	or	searching	such	ratings,	as	long	as	a	funding	portal	
(including	its	associated	persons,	such	as	its	employees)	does	not	
participate	in	the	rating	process	
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e. Communication	channels	-	A	funding	portal	should	provide	communication	
channels	by	which	investors	can	communicate	with	one	another	and	with	
representatives	of	the	issuer	through	the	funding	portal’s	platform	about	
offerings	conducted	through	the	platform,	as	required.	A	safe	harbor	applies	so	
long	as	the	funding	portal	(and	its	associated	persons):		

(i)	Does	not	participate	in	these	communications,	other	than	to	establish	
guidelines	for	communication	and	remove	abusive	or	potentially	
fraudulent	communications;		
(ii)	Permits	public	access	to	view	the	discussions	made	in	the	
communication	channels;		
(iii)	Restricts	posting	of	comments	in	the	communication	channels	to	those	
persons	who	have	opened	an	account	on	its	platform;	and	(iv)	requires	that	
any	person	posting	a	comment	in	the	communication	channels	clearly	
disclose	with	each	posting	whether	he	or	she	is	a	founder	or	an	employee	
of	an	issuer	engaging	in	promotional	activities	on	behalf	of	the	issuer,	or	is	
otherwise	compensated,	whether	in	the	past	or	prospectively,	to	promote	
an	issuer’s	offering.	

	
A	funding	portal	may	advise	an	issuer	about	the	structure	or	content	of	the	
issuer’s	offering,	including	preparing	offering	documentation.	A	funding	portal	
can,	for	example,	provide	pre-drafted	templates	or	forms	for	an	issuer	to	use	in	
its	offering	that	will	help	it	comply	with	its	disclosure	obligations.	Other	
examples	of	permissible	assistance	can	include	advice	about	the	types	of	
securities	the	issuer	can	offer,	the	terms	of	those	securities	and	the	procedures	
and	regulations	associated	with	crowdfunding.	

	
f. Broker-dealer/Funding	Portal	Relationships	-	A	funding	portal	may	pay	or	

offer	to	pay	compensation	to	a	registered	broker	or	dealer	for	services,	
including	for	referring	a	person	to	the	funding	portal,	in	connection	with	the	
offer	or	sale	of	securities	by	the	funding	portal	in	reliance	on	Section	4(a)(6)	of	
the	Securities	Act,	provided	that		

(i)	such	services	are	provided	pursuant	to	a	written	agreement	between	
the	funding	portal	and	the	registered	broker	or	dealer;		
(ii)	such	compensation	is	permitted	under	Regulation	Crowdfunding;	
and		
(iii)	such	compensation	complies	with	the	rules	of	any	registered	
national	securities	association	of	which	the	funding	portal	is	a	member.	

	
All	such	arrangements	must	be	in	writing.	A	funding	portal	may,	pay	a	broker-
dealer	for	certain	services,	such	as	information	technology	services,	qualified	
third	party	services	or	referral	services,	pursuant	to	a	written	agreement.	Each	
party	to	this	type	of	arrangement	will	need	to	comply	with	all	applicable	
regulations,	including	the	rules	of	the	registered	national	securities	association	
of	which	it	is	a	member.		
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The	same	holds	true	for	relationships	between	broker-dealers	and	funding	
portals	providing	it	is	within	the	scope	of	services	available	for	funding	portals	
to	allow.	

	
g. Compliance	–	A	funding	portal	must	implement	written	policies	and	

procedures	reasonably	designed	to	achieve	compliance	with	the	federal	
securities	laws	and	the	rules	and	regulations	thereunder,	relating	to	its	
business	as	a	funding	portal.	A	funding	portal	may	rely	on	the	representations	
of	others	to	form	a	reasonable	basis,	the	funding	portal	should	have	policies	
and	procedures	regarding	under	what	circumstances	it	can	reasonably	rely	on	
such	representations	and	when	additional	investigative	steps	may	be	
appropriate.	A	funding	portal’s	policies	and	procedures	should	cover	not	only	
permitted	activities,	but	also	address	prohibited	activities.	For	example,	a	
funding	portal	should	have	policies	and	procedures	on	the	criteria	used	to	limit,	
highlight	and	advertise	issuers	and	offerings.		

	
Portals	must	maintain	the	privacy	of	personal	information.	

	
h. Records	to	be	Created	and	Maintained	by	Funding	Portals	–	Funding	

portals	must	preserve	certain	records	for	five	years,	with	the	records	retained	
in	a	readily	accessible	place	for	at	least	the	first	two	years.	The	required	
records	include	the	following:		

i. All	records	relating	to	investors	who	purchase	or	attempt	to	purchase	
securities	through	the	funding	portal;		

ii. All	records	relating	to	issuers	that	offer	and	sell,	or	attempt	to	offer	
and	sell,	securities	through	the	funding	portal	and	to	persons	having	
control	with	respect	to	those	issuers;		

iii. Records	of	all	communications	that	occur	on	or	through	its	platform;		
iv. All	records	related	to	persons	that	use	communication	services	

provided	by	a	funding	portal	to	promote	an	issuer’s	securities	or	to	
communicate	with	potential	investors;		

v. All	records	demonstrating	a	funding	portal’s	compliance	with	
requirements	of	Subparts	C	(intermediary	obligations)	and	D	
(additional	funding	portal	requirements);		

vi. All	notices	provided	by	the	funding	portals	to	issuers	and	investors	
generally	through	the	funding	portal’s	platform	or	otherwise;	

vii. All	written	agreements	(or	copies	thereof)	entered	into	by	a	funding	
portal,	relating	to	its	business	as	such;		

viii. All	daily,	monthly	and	quarterly	summaries	of	transactions	effected	
through	the	funding	portal;	and	

ix. A	log	reflecting	the	progress	of	each	issuer	who	offers	and	sells	
securities	through	the	funding	portal	toward	meeting	the	target	
offering	amount.	

	
A	funding	portal	must	preserve	its	organizational	documents	during	its	operation	
as	a	funding	portal	and	also	those	of	any	successor	funding	portal.	These	include,	
but	not	be	limited	to:		

(1)	partnership	agreements;		
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(2)	articles	of	incorporation	or	charter;		
(3)	minute	books;	and		
(4)	stock	certificate	books	(or	other	similar	type	documents).		
	

The	records	are	required	to	be	maintained	and	preserved	be	produced,	reproduced,	
and	maintained	in	the	original,	non-alterable	format	in	which	they	were	created	or	
as	permitted	under	the	Exchange	Act.	Third	parties	may	prepare	or	maintain	the	
required	records	on	behalf	of	the	funding	portal,	provided	that	there	is	a	written	
undertaking	in	place	between	the	funding	portal	and	the	third	party	stating	that	the	
required	records	are	the	property	of	the	funding	portal	and	will	be	surrendered	
promptly,	on	request	by	the	funding	portal,	to	the	Commission	or	the	national	
securities	association	of	which	the	funding	portal	is	a	member.	The	funding	portal	
also	is	also	required	to	file,	with	the	registered	national	securities	association	of	
which	it	is	a	member,	this	written	undertaking,	signed	by	a	duly	authorized	
representative	of	the	third	party.	An	agreement	between	a	funding	portal	and	a	
third	party	does	not	relieve	the	funding	portal	of	its	responsibility	to	prepare	and	
maintain	records,	as	required	under	Rule	404	of	Regulation	Crowdfunding.		

Funding	portals	are	subject	to	SEC’s	examination	authority	to,	among	other	things,	
rely	on	any	exemptions	from	broker-dealer	registration	that	they	impose.	A	funding	
portal	is	required	to	permit	the	examination	and	inspection	of	all	of	its	business	and	
business	operations	that	relate	to	its	activities	as	a	funding	portal,	such	as	its	
premises,	systems,	platforms	and	records,	by	their	representatives	and	by	
representatives	of	the	registered	national	securities	association	of	which	it	is	a	
member.	
	
i. Miscellaneous	Provisions	

i. Insignificant	Deviations	from	Regulation	Crowdfunding	–	The	
rules	provide	a	safe	harbor	for	insignificant	deviations	from	a	term,	
condition	or	requirement	of	Regulation	Crowdfunding.	To	qualify	for	
the	safe	harbor,	the	issuer	relying	on	the	exemption	has	to	show	that:		

1. The	failure	to	comply	with	a	term,	condition	or	requirement	
was	insignificant	with	respect	to	the	offering	as	a	whole;	and		

2. The	issuer	made	a	good	faith	and	reasonable	attempt	to	
comply	with	all	applicable	terms,	conditions	and	requirements	
of	Regulation	Crowdfunding;	and		

3. The	issuer	did	not	know	of	the	failure	to	comply,	where	the	
failure	to	comply	with	a	term,	condition	or	requirement	was	
the	result	of	the	failure	of	the	intermediary	to	comply	with	the	
requirements	of	Section	4A(a)	and	the	related	rules,	or	such	
failure	by	the	intermediary	occurred	solely	in	offerings	other	
than	the	issuer’s	offering.	Notwithstanding	this	safe	harbor,	
any	failure	to	comply	with	Regulation	Crowdfunding	would	
nonetheless	be	actionable	by	the	Commission.	
	

ii. Restrictions	on	Resales	-	securities	issued	in	reliance	on	Section	
4(a)(6)	may	not	be	transferred	by	the	purchaser	for	one	year	after	the	
date	of	purchase,	except	when	transferred:		

1. to	the	issuer	of	the	securities;		
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2. to	an	accredited	investor;		
3. as	part	of	an	offering	registered	with	the	Commission;	or		
4. to	a	family	member	of	the	purchaser	or	the	equivalent,	or	in	

connection	with	certain	events,	including	death	or	divorce	of	
the	purchaser,	or	other	similar	circumstances.	A	family	
member	includes	a	“child,	stepchild,	grandchild,	parent,	
stepparent,	grandparent,	spouse	or	spousal	equivalent,	sibling,	
mother-in-law,	father-in-law,	son-in-law,	daughter-in-law,	
brother-in-law,	or	sister-in-law	of	the	purchaser,	and	shall	
include	adoptive	relationships.”	

One-year	resale	restriction	applies	to	any	purchaser	during	the	one-
year	period	beginning	when	the	securities	were	first	issued,	not	just	
the	initial	purchaser.	

	
iii. Information	Available	to	States	–	The	SEC	shall	make	available,	or	

shall	cause	to	be	made	available	by	the	relevant	intermediary,	the	
information	required	under	Section	4A(b)	and	such	other	information	
as	the	Commission,	by	rule,	determines	appropriate	to	the	securities	
commission	(or	any	agency	or	office	performing	like	functions)	of	each	
state	and	territory	of	the	United	States	and	the	District	of	Columbia.	
Issuers	are	required	to	file	on	EDGAR.	Information	filed	on	EDGAR	is	
publicly	available	and	would,	therefore,	be	available	to	each	state,	
territory	and	the	District	of	Columbia.	This	will	satisfy	the	statutory	
requirement	to	make	the	information	available	to	each	state	and	
territory	of	the	United	States,	and	the	District	of	Columbia.	
	

iv. Exemption	from	Section	12(g)-	Securities	issued	pursuant	to	an	
offering	made	under	Section	4(a)(6)	are	exempted	from	the	500	
record	holder	count	under	Section	12(g),	provided	that	the	issuer	is	
current	in	its	ongoing	annual	reports,	has	total	assets	as	of	the	end	of	
its	last	fiscal	year	not	in	excess	of	$25	million,	and	has	engaged	the	
services	of	a	transfer	agent	registered.	

	
v. Scope	of	Statutory	Liability	–	The	SEC	is	specifically	declining	to	

exempt	funding	portals	(or	any	intermediaries)	from	the	statutory	
liability	provision	of	Section	4A(c)	or	to	interpret	this	provision	as	
categorically	excluding	such	intermediaries.	They	do	not	believe	that	
they	should	preclude	the	ability	of	investors	to	bring	private	rights	of	
action	against	funding	portals	(or	any	intermediaries).	They	believe	
such	a	categorical	exemption	or	exclusion	could	pose	undue	risks	to	
investors	by	providing	insufficient	incentives	for	intermediaries	to	
take	steps	to	prevent	their	platforms	from	becoming	vehicles	for	fraud.	
Congress	provided	a	defense	to	any	such	liability	if	an	intermediary	did	
not	know,	and	in	the	exercise	of	reasonable	care	could	not	have	known,	
of	the	untruth	or	omission.	The	SEC	believes,	that	there	are	
appropriate	steps	that	intermediaries	might	take	in	exercising	
reasonable	care	in	light	of	this	liability	provision.	These	steps	may	
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include	establishing	policies	and	procedures	that	are	reasonably	
designed	to	achieve	compliance	with	the	requirements	of	Regulation	
Crowdfunding,	and	conducting	a	review	of	the	issuer’s	offering	
documents,	before	posting	them	to	the	platform,	to	evaluate	whether	
they	contain	materially	false	or	misleading	information.		
	

vi. Disqualification	Provisions	–	The	disqualification	provisions	must	be	
“substantially	similar”	to	the	“bad	actor”	disqualification	provisions	of	
the	Dodd-Frank	Act	and	they	also	must	cover	certain	actions	by	state	
regulators.	The	disqualifying	events	include:	

1. Felony	and	misdemeanor	convictions	within	the	last	five	years	
in	the	case	of	issuers,	their	predecessors	and	affiliated	issuers,	
and	10	years	in	the	case	of	other	covered	persons	in	
connection	with	the	purchase	or	sale	of	a	security,	involving	
the	making	of	a	false	filing	with	the	Commission;	or	arising	out	
of	the	conduct	of	the	business	of	an	underwriter,	broker,	
dealer,	municipal	securities	dealer,	investment	adviser,	
funding	portal	or	paid	solicitor	of	purchasers	of	securities;	

2. Injunctions	and	court	orders	within	the	last	five	years	against	
engaging	in	or	continuing	conduct	or	practices	in	connection	
with	the	purchase	or	sale	of	securities;	involving	the	making	of	
any	false	filing	with	the	Commission;	or	arising	out	of	the	
conduct	of	the	business	of	an	underwriter,	broker,	dealer,	
municipal	securities	dealer,	investment	adviser,	funding	portal	
or	paid	solicitor	of	purchasers	of	securities;	

3. Certain	final	orders	and	bars	of	certain	state	and	other	federal	
regulators;	

4. Commission	cease-and-desist	orders	relating	to	violations	of	
scienter-based	anti-fraud	provisions	of	the	federal	securities	
laws	or	Section	5	of	the	Securities	Act;	

5. Filing,	or	being	named	as	an	underwriter	in,	a	registration	
statement	or	Regulation	A	offering	statement	that	is	the	
subject	of	a	proceeding	to	determine	whether	a	stop	order	or	
suspension	should	be	issued,	or	as	to	which	a	stop	order	or	
suspension	was	issued	within	the	last	five	years;	

6. United	States	Postal	Service	false	representation	orders	within	
the	last	five	years;	1195	and	•	for	covered	persons	other	than	
the	issuer:		

a. being	subject	to	a	Commission	order:		
i. revoking	or	suspending	their	registration	as	a	

broker,	dealer,	municipal	securities	dealer,	
investment	adviser	or	funding	portal;		

ii. placing	limitations	on	their	activities	as	such;		
iii. barring	them	from	association	with	any	

entity;	or		
iv. barring	them	from	participating	in	an	

offering	of	penny	stock;	or		
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b. being	suspended	or	expelled	from	membership	in,	or	
suspended	or	barred	from	association	with	a	member	
of,	a	registered	national	securities	exchange	or	
national	securities	association	for	conduct	
inconsistent	with	just	and	equitable	principles	of	
trade.	

c. Intermediaries	will	be	subject	to	the	same	statutory	
disqualification	standard	regardless	of	whether	or	not	
they	are	engaging	in	transactions	involving	the	offer	
or	sale	of	securities	in	reliance	on	Section	4(a)(6),	and	
note	that	applying	consistent	standards	for	all	
brokers	and	funding	portals	will	also	assist	FINRA	or	
any	other	registered	national	securities	association	in	
its	oversight	of	its	members.	
	

vii. Secondary	Market	Trading	–	It	is	allowed	and	the	SEC	is	reviewing	
the	development	of	secondary	market	trading.	

The	above	rules	will	go	into	effect	May	16,	2016.	
	
If	you	have	any	questions	about	Regulation	Crowdfunding,	the	team	at	Crowdfund	Capital	Advisors	
can	easily	address	them.		Feel	free	to	contact	us	via	Sherwood@theccagroup.com.	
	
About	Crowdfund	Capital	Advisors	

Crowdfund	Capital	Advisors	(CCA)	delivers	strategic	services	and	implementation	programs	that	
create	proprietary	deal	flow	for	professional	investors,	actionable	strategies	for	companies	in	the	
crowdfunding	industry,	and	policy	and	regulatory	innovation	for	governments.	We	are	passionate	
about	creating	innovation,	entrepreneurship,	and	jobs	through	the	use	of	crowdfunding.	CCA	also	
advises	and	invests	in	the	emerging	ecosystem	of	crowdfunding,	including	solutions	being	created	
that	will	impact	the	broader	private	capital	markets.		

CCA	co-founders	and	Managing	Partners	Sherwood	Neiss	and	Jason	Best	created	the	original	Startup	
Exemption	regulatory	framework	that	became	crowdfunding	language	in	the	U.S.	JOBS	Act.	They	
then	started	a	grassroots,	self-funded	campaign	to	make	one	of	the	largest	changes	to	securities	
regulations	in	80	years.	Their	460-day	campaign	concluded	April	5th	2012	when	they	attended	the	
White	House	Rose	Garden	ceremony	where	President	Obama	signed	The	JOBS	Act	into	law.		On	
October	30,	2015	the	Securities	and	Exchange	Commission	(SEC)	finalized	the	rules	for	debt	and	
equity	crowdfunding	in	the	USA	and	the	industry	will	begin	transacting	volume	in	May	2016.	

Since	2012,	CCA	has	gone	on	to	work	with	over	35	governments	and	security	regulators	globally	on	
creating	crowdfunding	policy.	CCA	wrote	the	World	Bank	report	Potential	for	Crowdfunding	in	the	
Developing	World,(reference)	the	Multilateral	Investment	Fund	(MIF)	report	Creating	a	
Crowdfunding	Ecosystem	in	Chile,	and	the	first	“how	to”	crowdfund	book	for	entrepreneurs.	CCA	is	
currently	engaged	in	a	2-year	MIF	advisory	project,	‘Accelerating	the	Crowdfunding	Ecosystem	in	
Mexico	to	Promote	Entrepreneurship,	Innovation	and	Economic	Inclusion.’	CCA	principals	are	the	
co-founders	of	the	UC	Berkeley	Research	Program	on	Innovation	in	Entrepreneurial	and	Social	
Finance,	the	top	research	program	in	the	world	in	crowdfinance	and	the	host	of	the	annual	Global	
Academic	and	Policy	Symposium	on	Crowdfunding.		
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APPENDIX	B	–	ONGOING	REPORTING	REQUIREMENTS

 


