
Entrepreneur Guide To The New Equity
Crowdfunding Rules
Are you an aspiring entrepreneur looking for alternative ways to raise capital for
your startup? If so, you might want to explore the world of equity crowdfunding.
With the recent adoption of new equity crowdfunding rules, this innovative
fundraising method has become an attractive option for entrepreneurs and
investors alike.

Understanding Equity Crowdfunding

Before delving into the details of the new rules, let's first understand what equity
crowdfunding is all about. Unlike traditional crowdfunding platforms where
individuals contribute money in exchange for a product or service, equity
crowdfunding involves selling shares of your company to a large number of
investors through online platforms.

This means that not only will you be able to raise capital for your venture, but you
will also have a pool of loyal supporters who believe in your business and can
potentially become brand ambassadors.
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The New Equity Crowdfunding Rules

On March 15, 2021, the Securities and Exchange Commission (SEC)
implemented new regulations that expanded the possibilities for entrepreneurs
seeking funding through equity crowdfunding. These rules aim to make the
crowdfunding process more accessible, streamlined, and efficient for both
businesses and investors.

The key provisions of the new equity crowdfunding rules include:

1. Increased Funding Limits for Individual Investors

The maximum amount an individual investor can invest in a 12-month period has
been raised to $5 million. This allows entrepreneurs to attract larger investments
from high-net-worth individuals, boosting their chances of securing the capital
needed to kickstart their venture.

2. Simplified Disclosure Requirements

Previously, entrepreneurs had to provide extensive financial disclosures, which
could be time-consuming and burdensome. With the new rules, businesses
raising less than $5 million are now subject to simplified disclosure requirements.
This enables entrepreneurs to focus more on building their companies rather than
navigating complex regulatory processes.

3. Expanded Access to Accredited and Non-Accredited Investors
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Previously, only accredited investors, who met certain income and net worth
requirements, were allowed to participate in equity crowdfunding. The new rules,
however, open up the opportunity for non-accredited investors to invest in these
campaigns. This means that a wider audience can now support innovative
startups and potentially benefit from their success.

4. Special Purpose Vehicles

The new rules also introduce the concept of Special Purpose Vehicles (SPVs) in
equity crowdfunding. SPVs allow a single investor or group of investors to
consolidate their investments into a single entity, making it easier for
entrepreneurs to manage a large number of shareholders. This simplifies the
process for entrepreneurs and provides flexibility for investors.

How Entrepreneurs Can Benefit

The new equity crowdfunding rules offer several benefits to entrepreneurs looking
to raise capital for their startups:

1. Access to a Wide Pool of Investors

Equity crowdfunding platforms attract a diverse range of investors who are
actively seeking investment opportunities. By leveraging these platforms,
entrepreneurs can access a wider audience and tap into networks they may not
have reached through traditional funding methods.

2. Enhanced Marketing and Publicity

Launching an equity crowdfunding campaign allows entrepreneurs to showcase
their business ideas to potential investors. This exposure can generate significant
media coverage and attract attention from industry experts, providing valuable
marketing opportunities and increasing brand visibility.



3. Validation and Feedback

When investors contribute to your equity crowdfunding campaign, they are
essentially placing their trust and belief in your business. This validation can be a
powerful tool when approaching future investors or stakeholders. Additionally,
feedback from investors can provide valuable insights and help refine your
business model.

4. Potential for Early Adopters and Ambassadors

Investors in equity crowdfunding campaigns often become early adopters and
brand ambassadors for the business. These supporters can help promote your
products or services, increasing customer acquisition and brand recognition.

With the implementation of new equity crowdfunding rules, entrepreneurs have
gained an exciting opportunity to secure the capital needed to turn their business
dreams into reality. By leveraging the power of equity crowdfunding platforms and
adhering to the updated regulations, entrepreneurs can access a wide pool of
investors, drive marketing efforts, gain validation, and potentially create a network
of loyal brand ambassadors.

If you're an entrepreneur looking for new ways to raise capital, it's time to explore
equity crowdfunding and harness the potential it holds for your startup success.
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This guide is for anyone who wants to understand the new rules surrounding
raising money for a new or young company. For almost 100 years, the law in
America did not allow general solicitation of investors for startups and young
companies. Under the new rules just approved in May 2016, anyone, not just a
venture capital fund, can invest on the ground floor of a new company. The rules
cover what companies are allowed to raise money this way, what limits are
placed on investors, where do investors have to go to get involved in an
investment of this kind, what are the limits on those intermediaries who help in
the process, and more. This guide takes you through the rules in a simple,
understandable way. Never before has the playing field been leveled, so that a
small investor can participate on the same basis as a venture capital fund. These
rules open the door for literally millions of investors who were shut out of this
market in the past. While we have all heard of crowdfunding in the past, it
involved rewards or pre-purchase of products, but not investment in a company
itself. Now, the SEC has passed the rules making it possible for a new company
to finance itself through the crowd. These rules are based on the JOBS Act
passed by Congress in 2012, and the new regulation, entitled "Regulation
Crowdfunding" is part of what is referred to as Title III equity crowdfunding. If you
are a new company thinking about seeking investors, or you are a potential
investor looking to buy into startup companies, you should get this guide.
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