


http://www.dummies.com/cheatsheet/crowdfundinvesting
http://www.dummies.com
http://www.dummies.com
http://www.dummies.com


by Sherwood Neiss, Jason W. Best, and  
Zak Cassady-Dorion

Crowdfund 
Investing

FOR 
DUMmIES

‰



Crowdfund Investing For Dummies®

Published by 
John Wiley & Sons, Inc. 
111 River St. 
Hoboken, NJ 07030-5774 
www.wiley.com

Copyright © 2013 by John Wiley & Sons, Inc., Hoboken, New Jersey

Published simultaneously in Canada

No part of this publication may be reproduced, stored in a retrieval system or transmitted in any form or 
by any means, electronic, mechanical, photocopying, recording, scanning or otherwise, except as permit-
ted under Sections 107 or 108 of the 1976 United States Copyright Act, without the prior written permis-
sion of the Publisher. Requests to the Publisher for permission should be addressed to the Permissions 
Department, John Wiley & Sons, Inc., 111 River Street, Hoboken, NJ 07030, (201) 748-6011, fax (201) 748-
6008, or online at http://www.wiley.com/go/permissions.

Trademarks: Wiley, the Wiley logo, For Dummies, the Dummies Man logo, A Reference for the Rest of Us!, 
The Dummies Way, Dummies Daily, The Fun and Easy Way, Dummies.com, Making Everything Easier, and 
related trade dress are trademarks or registered trademarks of John Wiley & Sons, Inc., and/or its affili-
ates in the United States and other countries, and may not be used without written permission. All other 
trademarks are the property of their respective owners. John Wiley & Sons, Inc., is not associated with 
any product or vendor mentioned in this book.

LIMIT OF LIABILITY/DISCLAIMER OF WARRANTY: THE PUBLISHER AND THE AUTHORS MAKE NO 
REPRESENTATIONS OR WARRANTIES WITH RESPECT TO THE ACCURACY OR COMPLETENESS OF 
THE CONTENTS OF THIS WORK AND SPECIFICALLY DISCLAIM ALL WARRANTIES, INCLUDING WITH-
OUT LIMITATION WARRANTIES OF FITNESS FOR A PARTICULAR PURPOSE. NO WARRANTY MAY BE 
CREATED OR EXTENDED BY SALES OR PROMOTIONAL MATERIALS. THE ADVICE AND STRATEGIES 
CONTAINED HEREIN MAY NOT BE SUITABLE FOR EVERY SITUATION. THIS WORK IS SOLD WITH 
THE UNDERSTANDING THAT THE PUBLISHER AND THE AUTHORS ARE NOT ENGAGED IN RENDER-
ING LEGAL, FINANCIAL, REGULATORY, INVESTMENT, OR OTHER PROFESSIONAL SERVICES. IF PRO-
FESSIONAL ASSISTANCE IS REQUIRED, THE SERVICES OF A COMPETENT PROFESSIONAL PERSON 
SHOULD BE SOUGHT. NEITHER THE PUBLISHER NOR THE AUTHORS SHALL BE LIABLE FOR DAM-
AGES ARISING HEREFROM. THE FACT THAT AN ORGANIZATION OR WEBSITE IS REFERRED TO IN 
THIS WORK AS A CITATION AND/OR A POTENTIAL SOURCE OF FURTHER INFORMATION DOES NOT 
MEAN THAT THE AUTHOR OR THE PUBLISHER ENDORSES THE INFORMATION THE ORGANIZATION 
OR WEBSITE MAY PROVIDE OR RECOMMENDATIONS IT MAY MAKE. FURTHER, READERS SHOULD BE 
AWARE THAT INTERNET WEBSITES LISTED IN THIS WORK MAY HAVE CHANGED OR DISAPPEARED 
BETWEEN WHEN THIS WORK WAS WRITTEN AND WHEN IT IS READ.

LEGAL COUNSEL SHOULD BE CONSULTED BEFORE OFFERING OR SELLING SECURITIES. A VIOLA-
TION OF EITHER STATE OR FEDERAL SECURITIES LAWS MAY RESULT IN CIVIL AND/OR CRIMINAL 
PENALTIES.  THE SECURITIES AND EXCHANGE COMMISSION (SEC) IS REQUIRED TO ADOPT NEW 
REGULATIONS THAT WILL GOVERN THE CROWDFUNDING INDUSTRY. UNTIL THE SEC ADOPTS SUCH 
REGULATIONS, THE SALE OF SECURITIES THROUGH CROWDFUNDING IS PROHIBITED. THESE NEW 
REGULATIONS MAY CAUSE THE CONTENT OF THIS BOOK TO BECOME INACCURATE. THE AUTHORS 
AND PUBLISHER DO NOT UNDERTAKE TO REVISE, AMEND, OR UPDATE THIS BOOK WITH NEW 
INFORMATION OR INFORM THE READER OF ANY CHANGES.

For general information on our other products and services, please contact our Customer Care 
Department within the U.S. at 877-762-2974, outside the U.S. at 317-572-3993, or fax 317-572-4002.

For technical support, please visit www.wiley.com/techsupport.

Wiley publishes in a variety of print and electronic formats and by print-on-demand. Some material 
included with standard print versions of this book may not be included in e-books or in print-on-demand. 
If this book refers to media such as a CD or DVD that is not included in the version you purchased, you 
may download this material at http://booksupport.wiley.com. For more information about Wiley 
products, visit www.wiley.com.

Library of Congress Control Number: 2012956396

ISBN 978-1-118-44969-1 (pbk); ISBN 978-1-118-46022-1 (ebk); ISBN 978-1-118-46024-5 (ebk);  
ISBN 978-1-118-46025-2 (ebk)

Manufactured in the United States of America

10   9   8   7   6   5   4   3   2   1

http://www.wiley.com
http://www.wiley.com/go/permissions
http://www.wiley.com/techsupport
http://booksupport.wiley.com
http://www.wiley.com


About the Authors
Sherwood Neiss: Sherwood Neiss is a co-founder of Crowdfund Capital 
Advisors (CCA). He is an expert at building successful businesses. He is 
a three-time Inc. 500 winner whose company won E&Y’s Entrepreneur of 
the Year. As a serial entrepreneur and investor during the credit crunch, 
Sherwood saw a need for a change in outdated securities laws and did 
something about it — as a co-founding member of Startup Exemption, 
Sherwood co-authored the crowdfund investing framework used in the 
JOBS Act that was signed into law by President Obama on April 5, 2012. CCA 
advises angel groups, venture capital, private equity, investment banks, and 
hedge funds on understanding how to profit in what expert VC Fred Wilson 
claims will be a $300 billion per year market. He produces comprehensive 
crowdfund investing educational materials so that investors can decide 
whether crowdfunding is appropriate for their portfolios, as well as help 
them access the essential tools to invest safely, legally, and successfully. 
Sherwood co-founded and sits on the board of the Crowdfunding Professional 
Association (CfPA) and Crowdfund Intermediary Regulatory Advocates 
(CFIRA), where he leads the fight to ensure that investors are protected 
while entrepreneurs have access to the capital they need to start and grow 
promising companies. He also sits on the boards of advisors for several 
crowdfunding portals and industry players, as well as on the boards of 
Invest Crowdfund Canada and the European Crowdfunding Network. An avid 
public speaker, Sherwood speaks at congressional hearings, universities, 
and seminars around the world discussing crowdfunding. Some of his 
appearances include testifying in front of Congress, the MIT Global Startup 
Workshop in Istanbul, and the 2013 SXSW Conference in Austin, Texas. 
He is a contributing author to TechCrunch, VentureBeat, Forbes, and The 
Huffington Post. Sherwood is a recipient of the first Crowdfund Visionary 
Award. He holds an International MBA from Thunderbird and a BA from 
Tulane University.

Jason Best: As a co-founder of Startup Exemption, Jason Best co-authored 
the crowdfund investing framework that was used in the JOBS Act to legalize 
equity- and debt-based crowdfunding in the United States. The JOBS Act 
was one of the largest changes in U.S. investment laws in over 30 years; it 
allows private companies to raise capital via their online social networks. 
Jason has provided U.S. Congressional testimony on crowdfunding and was 
honored to attend the White House ceremony when President Obama signed 
this legislation into law on April 5, 2012. He is also a frequent speaker both 
domestically and internationally, including speaking at the 2012 White House 
Global Entrepreneurship Celebration; TEDx San Miguel de Allende, Mexico; 
and the Global Innovation Symposium and Globe Forum in Stockholm, 
Sweden. As a co-founder and principal at Crowdfund Capital Advisors 
(CCA), Jason works with angel groups, venture capital firms, and family 
offices, as well as the World Bank, governments, and NGOs, to understand 
crowdfunding and to create successful strategies for maximizing the value 



of this emerging asset class and its ecosystem. Jason is a co-founder of 
the Crowdfunding Professional Association (CfPA) and the Crowdfund 
Intermediary Regulatory Advocates (CFIRA), which is the global industry 
advocacy organization for crowdfunding. Additionally, he is a board member 
of the European Crowdfunding Network and the Canadian Technology 
Alliance. CCA also participates in the U.S. State Department’s Global 
Entrepreneurship Program.

Jason is a co-founder and serves on the leadership team of the UC Berkeley 
Program on Innovation in Entrepreneurial and Social Finance, in addition to 
serving as an Entrepreneur-in-Residence at the Center for Entrepreneurship 
and Technology at UC Berkeley. As a successful investor and entrepreneur, 
Jason brings over a decade of executive leadership experience at two SaaS 
companies, one of which earned an Inc. 500 Award two years in a row. This 
award is given annually by Inc. Magazine to the 500 fastest growing private 
companies in the United States. As part of the leadership teams of those 
two companies, he helped raise over $40 million in private capital. Jason 
contributes to publications including TechCrunch, The Huffington Post, and 
VentureBeat. He is a recipient of the first Crowdfund Visionary Award.

Jason earned his master’s degree from the Thunderbird School of Global 
Management, the world’s top international MBA program, and also holds a 
bachelor’s degree from William Jewell College.

Zak Cassady-Dorion: Zak is currently the CEO and co-founder of Pure 
Mountain Olive Oil, LLC, a chain of olive oil and balsamic vinegar tasting 
shops in the Northeast United States. He is also a co-founder of Startup 
Exemption, where he led the effort to legalize debt- and equity-based 
crowdfunding. He co-authored the crowdfund investing framework that was 
used in the JOBS Act to legalize equity- and debt-based crowdfunding in the 
United States. In the campaign to legalize crowdfunding, Zak provided U.S. 
Congressional testimony on crowdfunding. He was honored with an invitation 
to the White House on April 5, 2012, when President Obama signed the JOBS 
Act into law. He is a recipient of the first Crowdfund Visionary Award.

Zak is a partner of Crowdfund Capital Advisors (CCA), where he works with 
angel groups, venture capital firms, and government organizations consulting 
on crowdfunding. Zak speaks regularly across North America about 
crowdfunding to entrepreneurial groups and universities.

Zak has successful entrepreneurial experience in Latin America and 
Southeast Asia, in addition to a successful business development career with 
Wyndham Worldwide. He earned his MBA from Thunderbird School of Global 
Management, ranked as the world’s top international MBA program, and a 
BS from the University of Vermont. Zak has worked, lived, and traveled in 
over 35 countries and is fluent in English, Spanish, and Portuguese. When not 
working, Zak can be found playing an adventure sport in the wilderness, such 
as rock climbing, hiking, skiing, paragliding, kayaking, or skydiving.



Dedication
This book is dedicated to unreasonable people who question the status quo, 
create solutions, and make rational positive change. When we began the fight 
to legalize crowdfund investing, people told us we were crazy. Sometimes 
good timing, good luck, optimism, and hard work come together to make 
change happen. Be unreasonable in pursuing what you believe in.

This book is also dedicated to our parents, family, loved ones, and friends, 
who have been and continue to be unreasonable in their love and belief in us 
as we pursue what we’re passionate about.

Authors’ Acknowledgments
This book is a team effort. Our teams started with our parents (Gertrude 
and Edward Neiss, Sulin and Roger Best, and Trisha Cassady and Pablo 
Dorion) who ignited in each of us the passion to pursue a master’s degree in 
business from Thunderbird, the American Graduate School of International 
Management. Our paths wouldn’t have crossed if it weren’t for this fortunate 
circumstance. Our families gave us the support and critical feedback we 
needed along the way to pursue our passions and to do so with integrity  
and optimism.

We couldn’t have done this without the opportunities we’ve had in business 
that taught us the fundamentals of taking an idea, seeding it with capital, and 
growing successful companies. The lessons we learned there were critical to 
our being able to translate the needs of startups and small businesses into a 
framework that would reside on the principles of crowdfunding.

And we couldn’t have done this without a bipartisan Washington, D.C., that 
understood that the Internet and social media could allow us to update 
securities laws to match the way we live our lives today and will do so in the 
future. Our thanks go to Karen Kerrigan, who was our champion through the 
entire process in Washington. Deep gratitude goes to President Obama for 
his early leadership on crowdfunding and for the opportunity to attend the 
JOBS Act signing ceremony in the Rose Garden of the White House on April 
5, 2012. We thank Representative Patrick McHenry (R-NC) for his bipartisan 
leadership in drafting the first bill in the U.S. House of Representatives on 
crowdfund investing and for its passage with over 400 votes. Thank you 
to Senator Jeff Merkley (D-OR), Senator Scott Brown (R-MA), and Senator 
Michael Bennett (D-CO), for taking the leadership in driving a bipartisan 
compromise in the U.S. Senate.

Of course, this book wouldn’t have been as wonderful as it is without the 
awesome input of Joan Friedman. Thank you, Joan!



With the passage of the law, we’ve had the good fortune to become friends 
and compatriots with people who will lead the crowdfunding industry into 
the future: Doug Ellenoff, Judy Robinett, Whitney Johnson, Davis Jones, 
Richard Swart, Vince Molinari, Chance Barnett, DJ Paul, Ryan Feit, Ruth 
Hedges, Luan Cox, Chris Tyrrell, Candace Klein, Joy Schoffler, Kim Wales, 
Chris Reed, Dan Meader, Carl Esposti, Kevin Grell, Brian Tsuchiya, Alejandro 
Cremades, Tanya Prive, Mike Norman, Maurice Lopes, Dara Albright, Steve 
Yin, Freeman White, Sara Hanks, Brad Thatcher, and iLona Major. Thank you 
also to David A. Saltzman for being the first securities attorney to patiently 
listen to our crazy idea and to provide important early feedback.

In Washington D.C., we thank all the dedicated, hard-working people we met 
with and who believed in crowdfund investing. Specifically, we would like to 
thank Doug Rand, Andy Green, Kunal Punwah, Ryan Minto, Marne Marotta, 
Nat Hoopes, Brian Murphy, Brian Appel, and Shelley Porges.

From Woodie: Thank you to the following people for helping me along my 
journey: Chris Bookfield, Andy Buyting, Marc Casey, Shelli Coleman, Tom 
Coleman, Colin Denney, Levi Downs, Joe Freeman, Scott Giersch, Matt 
Hagan, Keith Harris, Alex Jacobs, Ray Janssen, Bryan Kilpatrick, Scott King, 
Andrew Kranis, Frank LaRocco, Maria Helena Lopes, Nancy Maveety, Patrick 
Menasco, Kevin Miller, Marvin Miller, Roy Morris, Todd Pearsall, Diana Perez, 
Brian Petro, Bud Russell, Kerry Shahan, Steven Stralser, Craig Thomsen, Marc 
Wallace, Ricardo Zapata, and my brothers and sisters: Shelley, Marc (and 
Carolyn), David, Gary (and Amy), and Heidi.

From Jason and Woodie: Thanks to Trent Blanchard, Karin Brandenburg, 
Guy Chetwyn, Whoopi Goldberg, Verne Harnish, Tom Leonardis, Todd 
Malensek, Neil Malik, Alix and Susan Shaer, and the entire Thunderbird Crew: 
Rob Mitchell and Jay Cabalquinto, Kellie and Chedo Vugrincic, Laura and 
Francis Santora, Rich Gardner and Kiko Kas, Kya and Neil Sainsbury-Carter, 
Amanda and Sami Eden-Fox, Stephanie Marcone, Julie Smith and Taylor 
Rabbetz, Arpana and Raj Jain, Alexine Hazarian, Tomas Soto, Meredith Tolan, 
Kristine and Bryan McCabe, and Doug and Karmei Morin.

From Jason: Thank you K-Tjen for believing in me; I can’t wait to see 
what’s next. Thank you to Andrew, Misti, Hunter, and Lara Best; David 
Law; Darin Barker; Luke Cassady-Dorion; Michael Wykoff; Thapanont (Tae) 
Phithakrattanayothin; Joel and Mary Werner; Julie Goins; Debbie Ramirez; 
Victoria Hernandez; Chris and Arron Hester; Scott and Krista Hester; Keith 
Davis; Richard Chisenhall; Jenna Daly; Bruce Jenett; Greg Horowitt; Sen 
Luo; Denmark West; Sang Lee and Michael Ellis; Doug Vu; Gary Manalus; 
Greg Millard; Michelle and Mark Karma; Joyce Reitman; Ken Singer; Greg 
Slamowitz; Al Watkins; Nima Adelkhani; David Arronson; Leslie Yuan; John 
Rowe; Draven Lee; Nacho and Lloyd and Judy Jenkins.



From Zak: Thanks to my wonderful and supportive family: my brother, 
Luke Cassady-Dorion, who is my best friend and mentor; my mother, 
Trisha Cassady, and father, Pablo Dorion, for their endless support and 
encouragement in everything that I do; and my stepfather, Earl Dworkin, and 
step-mother, Nancy Gilman. Thank you Erin Marie Freund for all that you 
do for me. And thank you to Thapanont (Tae) Phithakrattanayothin, Marc 
and Meg Laurent, Shaun Miller, Charlie Ruehr, Wolfgang Foust, David Law, 
Mike Caplice, Zach Glaser, Donnel Much, Michael Welch, and to all my other 
friends without whom I wouldn’t be where I am today.



Publisher’s Acknowledgments
We’re proud of this book; please send us your comments at http://dummies.custhelp.com. For 
other comments, please contact our Customer Care Department within the U.S. at 877-762-2974, out-
side the U.S. at 317-572-3993, or fax 317-572-4002.

Some of the people who helped bring this book to market include the following:

Acquisitions, Editorial, and  
Vertical Websites
Contributor: Joan Friedman

Project Editor: Elizabeth Kuball

Acquisitions Editor: Tracy Boggier

Copy Editor: Elizabeth Kuball

Assistant Editor: David Lutton

Editorial Program Coordinator: Joe Niesen

Technical Editor: Mark D. Svejda

Senior Editorial Manager: Jennifer Ehrlich

Editorial Manager: Carmen Krikorian

Editorial Assistant: Rachelle Amick,  
Alexa Koschier

Cover Photos: John Wiley & Sons, Inc.

Cartoons: Rich Tennant (www.the5thwave.com)

Composition Services
Project Coordinator: Sheree Montgomery

Layout and Graphics: Joyce Haughey,  
Andrea Hornberger

Proofreaders: Lauren Mandelbaum,  
The Well-Chosen Word

Indexer: Claudia Bourbeau

Publishing and Editorial for Consumer Dummies

Kathleen Nebenhaus, Vice President and Executive Publisher

David Palmer, Associate Publisher

Kristin Ferguson-Wagstaffe, Product Development Director

Publishing for Technology Dummies

Andy Cummings, Vice President and Publisher

Composition Services

Debbie Stailey, Director of Composition Services

http://dummies.custhelp.com
http://www.the5thwave.com


Contents at a Glance
Introduction ................................................................ 1

Part I: Tapping the Potential of Crowdfund Investing...... 7
Chapter 1: The Crowd’s in Your Corner: Funding or Investing in a Business ............ 9
Chapter 2: Tracing the Origins of Crowdfund Investing ............................................. 23
Chapter 3: Raising Capital for Your Startup or Small Business  

with Crowdfund Investing ............................................................................................ 41
Chapter 4: Becoming Part of the Crowd: Investing with Caution .............................. 67

Part II: Planning Your Crowdfund Investing  
Campaign ................................................................. 83
Chapter 5: Defining Your Goals and Financial Needs .................................................. 85
Chapter 6: Focusing on Your People: Building Your Crowd and Your Team ........ 109
Chapter 7: Picking a Powerful Crowdfund Investing Platform ................................ 127
Chapter 8: Networking Your Way to Successful Funding ......................................... 141

Part III: Managing Your Crowdfund Investing  
Campaign ............................................................... 155
Chapter 9: Making Your Pitch ...................................................................................... 157
Chapter 10: Troubleshooting Campaign Problems ................................................... 177
Chapter 11: Moving Forward When You Reach Your Funding Target .................... 191

Part IV: Running Your Business with Your  
Investors in Mind ..................................................... 207
Chapter 12: Communicating with Your Investors ..................................................... 209
Chapter 13: Crowd Mentality: Staying Afloat in the Face of Investor Revolt ......... 219
Chapter 14: Knowing Your Options If Your Plans Go Astray ................................... 231

Part V: Becoming a Crowdfund Investor ..................... 243
Chapter 15: Evaluating Crowdfund Investing Opportunities ................................... 245
Chapter 16: Committing Your Capital ......................................................................... 259
Chapter 17: Adding Value: Playing the Right Role as an Investor ........................... 271
Chapter 18: Exiting a Crowdfund Investment ............................................................ 283



Part VI: The Part of Tens .......................................... 293 
Chapter 19: Ten Best Practices for a Crowdfund Investing Campaign ................... 295
Chapter 20: Ten Reasons Every Country Should Consider  

Crowdfund Investing ................................................................................................... 301
Chapter 21: Ten Crowdfunding Cases ......................................................................... 309
Chapter 22: Ten Stories That Inspire .......................................................................... 315

Appendix: Resources ................................................ 321

Index ...................................................................... 325



Table of Contents
Introduction ................................................................. 1

About This Book .............................................................................................. 1
Conventions Used in This Book ..................................................................... 2
What You’re Not to Read ................................................................................ 3
Foolish Assumptions ....................................................................................... 3
How This Book Is Organized .......................................................................... 4

Part I: Tapping the Potential of Crowdfund Investing ....................... 4
Part II: Planning Your Crowdfund Investing Campaign ..................... 4
Part III: Managing Your Crowdfund Investing Campaign .................. 5
Part IV: Running Your Business with Your Investors in Mind ......... 5
Part V: Becoming a Crowdfund Investor ............................................. 5
Part VI: The Part of Tens ....................................................................... 6

Icons Used in This Book ................................................................................. 6
Where to Go from Here ................................................................................... 6

Part I: Tapping the Potential of Crowdfund Investing ...... 7

Chapter 1: The Crowd’s in Your Corner: Funding or  
Investing in a Business  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .9

Sharing Our Hopes and Themes .................................................................. 10
Packing a Punch: The Power of the Online Crowd .................................... 11

Sparking the revolution with crowdsourcing ................................... 11
Shifting toward finances: Crowdfunding ........................................... 12
Embracing the equity world: Crowdfund investing ......................... 13

Why People Care: Appreciating the Appeal of Being Part  
of the Crowd ............................................................................................... 13

Using the technology at your fingertips............................................ 14
Reaping rewards through perks ........................................................ 14
The new frontier: Entering the equity realm .................................... 15

Spotting the Business Beneficiaries of Crowdfund Investing .................. 16
Figuring Out How Businesses and Investors Find Each Other ................ 17

Creating a business plan that involves crowdfund investing ........ 18
Posting your campaign on an SEC-approved platform ................... 19
Identifying investments of interest .................................................... 19

Predicting the Future of Crowdfund Investing and Crowdfunded 
Businesses .................................................................................................. 20

Anticipating new forms of capital creation and financial  
instruments ....................................................................................... 21

Redefining community ........................................................................ 21
Building communities and businesses based on the  

power of crowds ............................................................................... 21



Crowdfund Investing For Dummies xii
Chapter 2: Tracing the Origins of Crowdfund Investing  .  .  .  .  .  .  .  .  .  .  .  .23

Looking Way Back: Evidence of the Crowd Concept in  
Early U.S. History ....................................................................................... 24

Building-and-loan associations .......................................................... 24
Financing the Statue of Liberty .......................................................... 24
Bamboozling the crowd: Snake oil salesmen and other frauds ..... 25

Realizing the Federal Government’s Role in Limiting  
Business Funding ....................................................................................... 26

Creating the SEC and the first securities laws ................................. 26
Regulation D: Defining accredited investors .................................... 27
Noting the effects of Sarbanes-Oxley on small businesses ............ 28
Continuing to tighten capital access with Dodd-Frank ................... 29

Laying the Groundwork for the JOBS Act ................................................... 30
The technology equation: Internet + social media =  

easy crowd access ........................................................................... 30
Watching small business funding dry up .......................................... 31
Recognizing that investors want other options ............................... 31
Following in the footsteps of microfinance ...................................... 32
Watching the rise of donation- and rewards-based  

crowdfunding .................................................................................... 33
The Startup Exemption: Advocating for Change ....................................... 34

Hitting the regulatory barriers ........................................................... 34
Developing a new financial framework ............................................. 35
Getting crowdfund investing into the JOBS Act ............................... 37

Grasping the Regulatory Revolution ........................................................... 38
Promoting emerging growth companies ........................................... 38
Redefining who can invest in small ventures ................................... 39
Setting up the structure for online investment ................................ 39

Chapter 3: Raising Capital for Your Startup or Small  
Business with Crowdfund Investing .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .  .41

Identifying Businesses Ripe for Crowdfund Investing .............................. 42
Startups ................................................................................................. 42
Small businesses .................................................................................. 43
Anyone who doesn’t qualify for traditional financing ..................... 46

Working within the Statutory Framework .................................................. 47
Limiting funding to $1 million ............................................................ 48
Realizing why an all-or-nothing funding provision exists ............... 48
Avoiding general solicitations ............................................................ 49
Using only SEC-registered websites .................................................. 50

Distinguishing Crowdfund Investing from Other Types of Financing ..... 51
Self-funding ........................................................................................... 51
Credit card financing ........................................................................... 52
Bank loans ............................................................................................. 52
Private money: Angel investors, venture capitalists,  

and private equity investors ........................................................... 53



xiii Table of Contents

Putting Your Baby Online for the World to See ......................................... 55
Mapping out your goals and plans .................................................... 55
Engaging existing advocates of your brand ..................................... 56
Promoting interest throughout the campaign ................................. 57
Managing (lots of) investor knowledge ............................................. 57
Rewarding your investors or paying back your debt ...................... 58

Understanding Your Risks ............................................................................ 59
Protecting your business’s intellectual property ............................ 59
Facing community opposition ............................................................ 60
Sharing the wealth ............................................................................... 61
Keeping it legal ..................................................................................... 62

Staying Legal: From the Lawyer’s Experience ........................................... 62
Proceeding with caution ..................................................................... 62
Aiming for full disclosure .................................................................... 63
Finding your way to an SEC-registered portal .................................. 64
Taking your responsibility seriously ................................................. 64
Remembering that communication is key ........................................ 65

Chapter 4: Becoming Part of the Crowd: Investing with Caution  .  .  .  .67
Considering How This Investment Fits (Or Doesn’t Fit) into  

Your Portfolio ............................................................................................. 68
Weighing the risks and potential rewards of crowdfund investing ....70
Calculating your maximum investment (with the SEC’s help)....... 70
Preparing for the worst-case scenario .............................................. 73

Studying the Candidates ............................................................................... 74
Knowing how your money will be used ............................................ 74
Reviewing available financial information ........................................ 75
Reading online opinions and questions about a proposal ............. 76
Talking with people you trust before committing your money ..... 76

Staying Alert to Potential Problems ............................................................ 77
Requesting communication when things get too quiet .................. 77
Gauging product or service quality early in the venture................ 78
Responding to (or ignoring) discontented investors ...................... 78
Offering advice and support when it’s warranted ........................... 79

Preparing an Investment Exit Strategy ....................................................... 80
Staying put for at least a year ............................................................. 80
Looking for signs that it’s time to jump ship.................................... 81
Achieving the greatest profits from a success story ....................... 81

Part II: Planning Your Crowdfund Investing Campaign .....83

Chapter 5: Defining Your Goals and Financial Needs  .  .  .  .  .  .  .  .  .  .  .  .  .  .85
Conducting Market Research ....................................................................... 86

Asking key questions ........................................................................... 86
Studying the competitive landscape online ..................................... 87
Socializing your idea............................................................................ 88


