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Abstract

Crowdfunding--the use of the Internet to raise money through small contributions
from a large number of investors. Small and unexperienced entrepreneur, who traditionally
have had great difficulty obtaining capital, have access to anyone in the world with
a computer, Internet access, and spare cash to invest through crowdfunding.However,
crowdfunding sometimes involves the sale of securities, triggering the registration
requirements of the Securities Act of 1933. Registration is prohibitively expensive for
the small offerings that crowdfunding facilitates, and none of the current exemptions
from registration fit the crowdfunding model. This article will explain the U.S. law and

regulation that help facilitate, save time and cost through Equity Crowdfunding.
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C. Steven Bradford, Crowdfunding and Federal Securities Law, 2012 Colum. Bus. L. Rev.

® (. Philip Rutledge, Overview of crowdfunding in the US, Comp. Law. 2015, 36(8), 244-250.

SANSIBINNS ANUTAMEANS UMINeNdeiromsInel ]27

UA 8 auun 1 Jnweu 2559



MSULAUTBNNAIENINEIAUMSS:AUNUDINWOBLLIUIBUTBATUUSINAaRSTOIUSM

A.A. 2009 Michael Migliozzi II was Brian
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gaur1uiules BuyABeerCompany.com
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TaszaunuaIninasnuauas 40 n3ug
paaaTansy ududu $300 anuLnIam
Tnptnawmuazldsvanuiuidasduians
(certificate of ownership) wazidesyafLviNy
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nanniwe siaun Sustainable Economies Law
Center l¢8udaiZunioesie SEC Winvaliuniiu
AMINENANN SNIAUNNTTZANN UV INATUNA
\@ndidyarnlaifiu $100,000 wusiulsdlae
fithamuseteyamuliifiu $1007 ndsannidy
Talwn 192571507 Barack Obama leit/szne
14 Jumpstart Our Business Startups (JOBS)
Act “JOBS Act” U52571un5Uf Barack Obama
Tasulunguainvarud wiuil 5 wwneu
A.A. 2012 Fangmanasisnanoenuifioasasa
Lazas e uYDIgINaluansFawsnE Ny
WaudlanginariiAuadiundnning fisliide
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Andrew Ackerman, Fizzled Beer Deal Prompts ‘Crowd-Funding’ Hearing, Wall St. J., Sept. 14, 2011,
achieve May 10, 2016 from http://online.wsj.com/article/SB10001424053111903927204576570614068591
Michael Migliozzi II, Order Instituting Cease-and-Desist Proceedings Pursuant to Section 8A of the
Securities Act of 1933, Making Findings, and Imposing a Cease-and-Desist Order, Securities Act Release
No. 9216 (June 8, 2011), achieved May 1, 2016 from http://www.sec.gov/litigation/admin/2011/33-9216.
pdf [hereinafter Migliozzi Cease-and-Desist Order]; Chad Bray, Huge Beer Run Halted by Those No Fun
D.C. Regulators, Wall St. J.L. Blog (June 8, 2011, 4:05 PM), http://blogs.wsj.com/law/2011/06/08/huge-
beer-run-halted-by-those-no-fun-d-c-regulators/?mod=WSJBlog

Supra note 3.

Carl Esposti, Making it Legal: Crowdfunding Bills Waiting in the Wings, crowdsourcing.org (Jan. 5, 2012,
4:20 AM), achieved April 30, 2016 from http:// www.crowdsourcing.org/editorial/making-it-legal-
crowdfunding-bills-waiting-in-the-wings/9928 (noting that the petition itself was successfully crowdfunded
on popular crowdfunding website IndieGoGo)

Aneesh Chopra & Tom Kalil, The President’s American Jobs Act: Fueling Innovation and Entrepreneurship,
Office of Sci. & Tech. Policy blog (Sept. 8, 2011, 11:20 PM), achieved May 2, 2016 from http://www.

whitehouse.gov/blog/2011/09/08/president-s-american-jobs-act-fueling-innovation-and-entrepreneurship
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seaumurupsTuaInnIsU3ana Idud Globa
1Givinglpeinasuuanadunuulsd e
Tasansidlsntenarilssne q fialan lag
Hulssazazaunuaiely 16 Tu wazfinan
D3N3 16%

3.2 nm3li31e¥a (Reward and Pre-
Purchase Sites) NMIILANNUANHIBURILNNT
vanalazunfivasdnasmuasldinanauunu
Wuaudvdenanael Sensseaunuengisi
fimnunduAdsTuNasEuAaentn (pre-
order) fasuazliiuauimeluszezimmun
Blusuen g Sduszneumaduuddnngns
was dnawuiazldSunansuunuiiudacy
waslusianfignninlildnioanes ulod
fszaunuitugesuainnisiianeda Iaun
KickstarterandIndieGoGo HJusiu

3.3 M3lAABuidu (Peer-to-Peer Lending)
M33zANNUANENTIUR 8IS Un
asuasulnsniwansuunuiunenidonde
Rudy olsdfszauuainugesuainnisls
ABu8u leun Prosper and Lending Club, Kiva
uu

34 mM3lranauwnunssansiy
lW2e9ianTs (Equity Crowdfunding) n19
seanuAnLsTuieAsEUszneUnTIaUB I
HARDLWNUTA A UAILNANNINE NI DAY
Wudhaeefians Profounder usiulodnili

Alan R. Bromberg, Lewis D. Lowenfels, and Michael J. Sullivan, Equity Crowdfunding: Risks and Rewards,

7 Bromberg & Lowenfels on Securities Fraud § 13:223 (2d ed.)

% Supra note 2.
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1313 Equity Crowdfunding Tuanisaimdm
wangelsfinu Profounder lhg@nnildwna
AoUUNURIBRANNSNYflesain Profounder
Tilgaanzidoumsiduunsnindememdnning
meldnguaneveunanesifedeldaunsa
fudumasluls wisgrelationy Juszneu
faulaszaunueiny Profounder fUsznauns
azdnsangAsssuliodld Profounder $100
Aszneumsiinanlumsszaumuiiaman 30 Fu
dlianunsaszaunuldfeduaufidadily
uszneumsazlisnunsatSuiiszauyulsin
14 wnasuidaidesisztuauniigussney
maazszanruldmuhiifmue

4. ngmmmﬁ'mﬁ’u Equity Crowdfund-
ing TudszinAansgassn

MIszANUAURsTUM BN RN ALY
prunsidulRvpeianis (Equity Crowd-
funding) Huszifiuniengranefiieados 2
Usziiu Toun Uszifuusn 3eensszaumu
faansiaussenanningliioyananaly
azfieiunisszaunuiiieidunsnenanning
AN Securities Act of 1933 W3plal Uszifiud
sosdulodmdusunulunisszaunu azfio
UFWNULAUD T ERAIN SN ANUN RNNU%HTD

profounder.com/legal/terms_and_conditions

T Taglupneadfdauazvonadfiaane
UIIAULINLIT

AUNYANLAINTLEUDVIBRANNIIE
doannanning (issuer) azldanunsaving
wuaTendnnsngldauninaziinsaansdau
#ia Securities Exchange Commission (“SEC”)
fiau (registration statement)” foannannIne
azlsignansatausnenannsngldauninazle
SumseysiAann SEC aliidadunein SEC ag
NN ALALARNNIZNNTITANYUEN WA T UG
AT HAnDUWNUA28nS U wReRanTT
it Taisandennsszaumuylsziandu q el
Tnaniisluidad 3

Uszifusinaniiadsidsunnsfiansan fs
NARMDULNUTDINTILANYUHUNITUAILANT
Thnanauunusiansiudizesdians fawu
NANNTNGANUANURNLVDY Securities Act
of 1933 w3ald luFesildfiaffianagnn
Iﬁmﬁmiﬁﬂgmﬁdﬁ?ﬁﬁazLﬂuﬁ’ﬁyﬁyﬂmiamu
Investment Contract asfaesznaulyaig
99AUszNeY 4 90 Buni1 Howey Test sl
1) Lflumiamuﬁam‘ﬁu 2) Tuu3sm 3) manda
azlamls 4) wamlsiinainanuneneny
PauFiFuvTeyanafiana™ fufu Wofiansan

Company Terms and Conditions for Services, Profounder, achieved May 1, 2016 from https://www.

' Securities Act of 1933 § 5(c), 156 U.S.C. § 77e(c) (2010).
¥ SEC v. W.J. Howey Co., 328 U.S. 293, 298-99 (1946). the Supreme Court defined an investment

contract as (1) an investment of money (2) in a common enterprise (3) with an expectation of profits

(4) *31 arising solely from the efforts of the promoter or a third party.
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> '
LYK P o o 3

ey (Senannswefiiauansfordu
wannsndfogneldteduoes Securities Act
of 1933 Fusznaumsadininiidosaanzidey
AstaupenannIng iuduund1azidn
Founviu wiagelsfinn dwsudusznauns
winlnufgsldfinuganudiunglunis
dsznaugsfanazinuiey asaanzidouns
WuananannIndananslifiinnsy dan
smunuuazFanerautnegs s Fediu
fifusznounisazdeansuiedagniiuiie
fiazldlaidasfuRnudoulaves Securities
Act of 1933 Fanciu [9uA the private offering
exemption 41M1914(2) 989 the Securities Act,
Rule 506 of Regulation D, #1%19514 (5 the
Securities Act, Rule 504 of Regulation D, Rule
505 of Regulation D %38 Regulation A

" Supra note 2.
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agalsfiony doaniumaniieudazanunga
Hladuasiauaendansnglaaialy e
Tianunsaldlarundnnsndfauselag
fUsznaumsnegesldognuiage

141 p.6. 2012 Jumpstart Our Business
Startups (JOBS) Act “JOBS Act”" Title III
#3I9139n31 “Capital Raising Online While
Deterring Fraud and Unethical Non-
Disclosure Act of 2012, (CROWDFUND Act)
Iaasrendninailanifgadunnsiaussny
nanNInsaUszaBUMUNY I BRAANTNE
Tnaiauaunananningsodszavulanis
Crowdfunding azleisunsaniiunsufos
AungnaTAgIRUATIAURINBRANN SN siD
UsepBU (securities offerings) aNNNGHaNY
wannSngsamiananinaeiifsafiunsdeue
doyaonanssine 4 Belaginfiudadnaamud
APINNTAZIZANNULANITDBNAANNSHE WAz
sneliurtszmulisnansaylfidssanniinny
AgrsnevannInguazaaeming sy gaems
Tunmsszaunuassinawuddifisadbifigoms
fafu JOBS ACT AwwSuuiafiouiungua
sriaziandanliiudlszneumanegonli
snunsadasnsnfeunseRunuladnmant

JOBS ACT lsnnananinausilnddmsu
A9¥n Equity Crowdfunding I@ansmsus
naninaeidauniiuiidasnnanningainns
¥ Equity Crowdfunding azlsifiasannsidsu
AsEuaTendnning waslidoesneaiuns

5 Jumpstart Our Business Startups Act, Pub.L.112-106, 126 Stat. 306 (2012).
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1. Tasvad199aly 1m0 4(6) o
Securities Act ISFAUAREALNMAAITAANTAN
Crowdfunding #14i

1.1 Fadiaisatundnningsiuau
RaANSNENauae

1.2 dodirduutuiivnasmuansa
aanule

1.3 doufrRRutunanningdiiaus
YIYHIUAUNEN (intermediaries)

1.4 FaufvRvesdoonnanningiiaz
FRUURAN 110514A(D)

2. AUIUNAANING M auYy 4uau
wannsngdgegafifennnannindaunsaaus
endannsnganelugiesseziia 12 W fie
wilsduwiuyaoaaianss'®

3. deufrFvesinamu ngnneatuiild
s Reulsdmsugfiazamulu Crowdfunding

A
=D

3.1 Suuluawuiitnawuaninm
aanule

3.1.1 Fedninnsalgpannanniing
318489 (Single-Issuer Investment Limit)
Suuluawuiitnasusninsaasls Mudm
Tdanndwausaldgns (et worth) wazsald

152310 (annual income)

- nadiieldgruaznglé

¥
o

UsrdDisaesinuiuiiyardaendn $100,000
yarfidnasmuanansaamuiuegiduiula
aeluifiyadannign Tedua $2,000 n3e 5
wosiBudaasnald Yszdluosinawmu vwie
5 wWasidusvosneldgndvesinasu

- nydifineldgnBuazngls
dazandiigarwinAuniaunnnin $100,000
Suuithasuasnsaatls fe 10 wWesidud
wo98lAtszdDn3enulagns waldiiu
$100,000

3.1.2 Tedninnsalgpannanniing
NN (Aggregate Investment Limit)
Fadrdnildiedulngduraainansasmu
Crowdfunding Hiavaiaastinasusndu il
flasananngeannannngiieeneisied nan
fin MunuBsnemanningazsoemsaanui
aeluszazingn 12 oy dnasnuazlide
nannInganFenrannIngnATILANAUILY

'
P

flannn 4(6) ivualy (aildesunelude 3.3
1)) %ﬁﬂgﬁﬂﬂéﬂ?ﬁﬁﬁﬂiﬁﬁ’) uwBpenannsng
fnthfinsaaasuitnaulsvhnstemneiiu
duuiingmaineivuevIold madonsiiu
Sunufirnunazdsna i illFsansmsteney

RANINIAUTDLNLIUMNNNIRNTT 4(6)(B)

3.2 daeduizasenudnlaazmsli
msfnuigasmu nsBendnmingfiannaa
NI 4(6) WNAIWUAZABINTUTRNNLFE

'® JOBS Act, Pub. L. No. 112-106, § 302(a), 126 Stat. 306, 315.
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wosnsawuluiamvesdisznaumanalng
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ANudBsimansuazIAntuAnMIAULAZ
snansasuAuEzmantuls

3.3 TatvAudniuaanndnning
Kpannannsndanudaantiusnndn 4(6) assag
UATRAINNIATT 4A(D) Tapunnan 4A(D)
Anuandflun1sdanguaznsEuswiy
nannInguninawmuliogiendng o lawd
NuaziBon il

3.3.1 USHNTa1u1IaLaU DY

'
o

wannsnale usEmflanansaausBnannng
Iazdouduusnitdnseunmungnany uaz
azdpelidursvniidnihfinsanumnunguane
Securities Exchange Act #3atduu3smanniy
a9NUAIY section 3(b) w3IB 3(c) VB

Investment Company Act uaﬂﬂ’]ﬂ‘ﬁ SEC

o

figunatunisfinuaguauTAuSENALEn
nsLaueTEnANN gl

3.3.2 nihillumsdamedoyaves
UIEneannanning uIsneanndanning
FosdmihsaunasBunoaudidiiuse SEC
Unawu J7inRanazasu uazfiununn v
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