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The current need for growth capital among businesses is
intense. The economic and legal barriers to raising such capital
have been so high, for so long, that the promise of seeking
investment directly from communities of friends, supporters,
customers and suppliers is intoxicating. Companies are
chomping at the bit for new capital. With the legalization of
Crowdfunding just over the horizon, now is the time for
businesses to act if they intend on competing for and attracting
capital from the crowd. Even just maintaining the option for
Crowdfunding requires companies to take careful action now. 

In partnership with a qualified intermediary, your company can
take the appropriate steps today towards an effective and
compliant Crowdfunding campaign in the future.

Crowdfunding: Why Start Now?

What Lies
Ahead
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Bad Advice and Faulty Assumptions
Raising equity capital directly from unaccredited investors in “the crowd” is not yet legal, and appropriate warnings from the SEC
and industry voices have cautioned businesses from soliciting investment in accordance with the outline of the JOBS act.
Unfortunately, many businesses have been ill-advised to interpret these warnings to mean they must wait to take any action
pertaining to Crowdfunding. This has kept businesses from starting the process of consideration and preparation for a
Crowdfunding raise – something that can and should start right now. 

Although certain rules for Crowdfunding have not yet been finalized by the SEC – and the actual execution of Crowdfund solicitation
from investors remains unlawful (for now) – immediate action is the best way a company can position itself to succeed and avoid
potential violations. Furthermore, preparing for a Crowdfunding prepares a company for other financial events. Companies need to
have their business affairs in order to obtain bank financing, pursue government contracts, raise capital or enter into an exit strategy
(such as a merger or acquisition). Therefore, while preparing for a Crowdfunding transaction it is important to prepare for other financial
transactions. The “waiting game” many businesses are playing is based on three faulty assumptions: 1) without the complete rules,
action of any kind could result in violation; 2) without the complete rules, acting is a waste of resources; and 3) there is no harm in
waiting. Nothing could be further from the truth. Whether actively considering a Crowdfund raise or not, businesses that fail to make
decisions today within the context of a Crowdfunding future may inadvertently limit their potential access to this capital tomorrow.

Know the Facts
A great deal is already known about the Crowdfunding rules and how this new type of funding will work. Everything indicates that
companies planning to Crowdfund, or at least keep the option open, should act now. Below are six “knowns” that demonstrate
action not only can but should be taken now. It is known:

1. What is and isn’t illegal. Illegal activity and violations can be avoided. It isn’t illegal to prepare your company and position it
to act successfully (and immediately) once the complete rules are finalized. What is illegal is the actual fundraising and/or
solicitation of investors, including distribution of marketing materials referring to the same.

2. An intermediary will be required. An intermediary will be required by every business seeking Crowdfunding. The
intermediary will confirm the business is properly prepared, file the opportunity with the SEC, publish the offer to prospective
qualified investors, and complete the transaction of the security sales. Any business involved in Crowdfunding will be required to
use an intermediary. [see footnote 1] 

3. For what isn’t known flexibility can be built in. Primarily, we do not yet know the specifics pertaining to scope of the role,
responsibilities and requirements of the intermediary (this is an area still under consideration by the SEC and FINRA). We still
don’t know for sure who will and how they will certify the intermediary, when this certification will occur, and what sort of
minimum reporting requirements will be involved. We don’t know what business models will be permitted for the intermediaries
and what implication this will have on the total cost of raised capital. [see footnote 2] 

4. There will be certain requirements and limitations concerning funding and financial health. Smart decisions can be
made in the context of the future, thereby keeping all options available. This includes limitations on the projected capital raise
and potential investor pool, as well as financial reporting and company valuation requirements. 

5. Specific structural elements must be established prior to Crowdfunding, so we can develop and strengthen these
elements strategically in order to avoid delays and/or denials. The formal structure of a business will affect what type of
fundraising can be used and from who funds can be solicited. A company’s legal framework, leadership and track record of
governance will be important factors in the approval process for Crowdfunding as well.

6. Best business practices are never a waste of time. The process of preparing for a Crowdfund raise is 99% basic solid
business fundamentals. Preparing now for Crowdfunding is building a stronger business no matter which model of growth
capital you choose. Developing a solid business plan, organizational structure, leadership team, growth plan, financial
infrastructure, and a dynamic social media platform will never be a waste of time. 

1. An intermediary is referred to as a “funding portal” pursuant to Section 3(a)(80) of the Securities Exchange Act of 1934.
2. The intermediary will be under the jurisdiction of the Securities and Exchange Commission and most likely FINRA.
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The SEC “unknowns” remain unknown for the time being; however, you can act now in association with a qualified intermediary
and associated professionals who are focusing on building an expertise in the new Crowdfunding market. You can ensure that
what your company designs, builds and develops will be transparent, compliant, and strong enough to launch and succeed as
soon as the SEC rules are finalized. Rather than using your resources trying to guess the emerging regulatory market - let an
intermediary deal with the issues pertaining to SEC compliance. Let the prospective intermediary focus on the steps necessary for
compliance, such as developing trading and promotional platforms/websites, investor education and compliance systems and
facilitating the process of matching businesses with investors. Spend your valuable time now preparing the foundation of your
business. The stronger, more knowledgeable, and better prepared your company is now, the more successful your fundraising
campaign will be later. 

Here are four specific immediate actions that must be taken now.

1. Incorporate Best Business Practices
Most of what your company needs to do to prepare for Crowdfunding reflects best business practices anyway. This isn’t extra
work – it’s good business. Business type, stage of growth, and fundraising focus notwithstanding, best practices remain the
same from company to company. Regardless of the source of capital, the fundamental components of what makes a business
healthy and attractive to prospective employees, partners, and investors remain the same. Developing a solid operational business
and campaign plan involves business basics; these basics have little to do with legislative or regulatory specifics concerning the
process of Crowdfunding. In the absence of a strong business with a solid foundation, effective team structure, and necessary
support mechanisms, no fundraising efforts will prove fruitful. In fact, the introduction of investor capital can do more harm than
good when a company is ill-prepared to handle it. Therefore, companies should focus on business fundamentals, especially those
that take time and are not directly affected by Crowdfunding rules, and start working on those today. 

Begin with a solid foundation. This will ensure that, when the time comes, your company will be ready and agile enough to
respond to the rules finalized by the SEC. In working on your foundational structure, there are things you should and should not
do. Do develop your business growth plan and start implementing all the elements that don’t involve the actual raising of capital.
Do not execute anything having to do with the actual capital raise. For example, do file your incorporation or organizational
documents, but do not start asking people for any kind of capital. There is no reason your company can’t design and develop a
fundraising campaign; just be sure you don’t actively solicit capital from unaccredited investors at this time.

Build a knowledgeable team. There is much more to Crowdfunding than simply soliciting investors from “the crowd.” Any
company entering into this exciting new terrain will need the right team of professionals to handle the many details relating not only
to fundraising but to a Crowdfunding campaign in particular. By building and preparing such a team now, your company can be
ready to execute a campaign with a solid team standing by to support your mission and ensure your success. If you identify,
interview and hire people who are knowledgeable about Crowdfunding for legal, accounting, marketing, and communications
positions now, you will not only ensure your company has its pick of the best – you will give your team time to prepare before the
flurry of activity descends.

Beyond the Crowdfunding team, if you want your company to take a lead in the marketplace, you need to make sure you build a
strong leadership team with executives or managers who have contemporary professional experience within your industry. This
strategic development of human resource teams will help to make your company robust as it comes together and grows.

Develop qualified support services. Once your company has developed a sturdy foundation and pulled together a
knowledgeable team, you should generate the support services necessary to nurture an effective Crowdfunding campaign. You can
create a valuable investor support network without executing an actual fundraising campaign, thus ensuring your network is already
in place when your company goes public. You will need reliable communication services that keep your investors in the loop. Many
companies fail to address the issue of investor communications until they have already executed a fundraising campaign, which
often proves detrimental. There are legal requirements governing what and when information must be communicated to
shareholders, and waiting until after the fact means scrambling to avoid potential violations. By building, in advance, a system for
communicating with investors, your company will be ready to share information as needed once you start bringing in capital. You will
be able to focus your resources on making that capital work for you rather than struggling to keep up with it.
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3. See Section 4(a)(6) of the Securities Act of 1933 that provides that “the aggregate amount sold to all investors by the issuer,
including any amount sold in reliance of the exemption provided in this paragraph during the 12-month period preceding the
date of such transaction, is not more than $1,000,000.”
4. See Section 4A(b)(1)(D) of the Securities Act of 1933 describing the different levels of financial reporting required.

2. Protect Your Potential Capital Raise
As noted previously, the SEC regulations will involve certain requirements and limitations concerning funding and financial health as
well as structural components of your company. Smart decisions can be made now in the context of the future to ensure that all
options remain available to your company. 

The SEC regulations include limitations on the projected capital raise, so what you raise now through other means may limit how
much you can raise through Crowdfunding later. Your past fundraising activities will have a direct impact on your future raise. The
total amount you can raise will be based on the amount you have raised over the previous 12 months [see footnote 3]. The financial
reporting and professional review requirements your company needs as you execute a Crowdfunding campaign will be dependent
on the amount of capital you intended to raise, and actually did raise, during the previous 12 months. Your eventual Crowdfunding
raise will also affect your future financial reporting. [see footnote 4]

Before you execute your Crowdfunding campaign, the amount of your company – and its declared value you intend to sell to
investors must be established. Strategically designing and completing your company’s financial structure will make your records
more transparent when you go public – thus making your raise more fluid. By taking action now, you will be better able to
demonstrate to your investors a realistic value of your business. Of course, there are tangible steps that can be taken between
now and the time you choose to do your raise to maximize both the book value and the prospective investors perceived value
opportunity presented by your business. 

3. Avoid Delays: Ensure Structural Compliance
In addition to affecting your potential raise, regulations involving the structural elements of your company can significantly affect
your fundraising timeline. The paperwork involved in filing, re-filing and licensing can take an exorbitant amount of time. You can
save time and energy by working to make your company structurally compliant now. This will allow you to focus on the
Crowdfunding campaign and the running of your business once the rules are finalized. It will also prevent unnecessary delays that
could diminish the impact of your funding campaign. Determining where you want to be in the future – and taking that into
consideration as you assign resources and make decisions now – will allow you to establish the financial systems and legal
structure you need to get there. For example, you will need audited financials if you intend to raise over $500,000. Preparing for a
proper financial audit can take a lot of time, so engaging the necessary people and resources now will save critical time later. 

As important to your potential raise as your company’s financial activities, health and structure is the overall structure of your
business. Determining what formal structure will best serve your business is a crucial part of the business development mentioned
above. It also has significant impact on your fundraising future. The format structure of your business will affect what type of
fundraising your company can use and from whom you can solicit funds.

Don’t limit your company’s ability to hit the ground running with a Crowdfunding campaign by waiting to act. In order to obtain and
demonstrate the specific structural components required for compliance with SEC rules, your company must set up a proper legal
framework, “clean up” the board(s), and develop a proper track record of governance. There is no way to know exactly how long it
will take to accomplish any of these, so it is critical for your company to start now. Waiting to resolve issues could significantly
delay your ability to launch a Crowdfunding campaign, putting your business at a competitive disadvantage and risking the loss of
investors to other interests. By developing and strengthening these elements strategically, you can avoid delays and/or denials.

4. Establish your Marketing and Community Platform
During the actual process of implementing a Crowdfund raise your company will be leveraging its existing relationships of
customers, followers, partners, vendors, suppliers, friends, and supporters. You will be converting the existing “social capital” you
have developed into financial capital. During the actual raise you will likely not be allowed to promote any specific aspect of your
capital raise. This means that the time to establish your community will be before the raise. Now. 

Establishing your community includes all aspects of your marketing platform. Your vision. Your brand. Your systems. Your sales
assignment. Your communities. All five of these marketing components are critical to set up now and set in motion to launch when
you have the capital to effectively do so.
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You can answer basic questions like: 

• Is your brand recognizable? 
• How is your brand positioned? 
• Does your vision match your brand? 
• Do you have the sales and customer support systems in place to handle growth? 
• Are you and your sales leadership in alignment? 

The Crowdfunding process is converting social capital which you have developed in your community to financial capital. The most
important community is that which you create as a bond of reciprocal value among and between your employees, vendors and
suppliers– and in partnership with your customers. Your community may also be your geographic community – where your
employees live and your customers work. Business communities are also created by business groups, trade associations and
industry groups. Your business communities may also include affinity and advocacy organizations in which you participate. 

Community also happens online. Online is not a replacement but an augment. LinkedIn™, Twitter™, Facebook™, Google+™ and other
social media platforms are powerful ways to expand and build the community that will engage in your Crowdfunding campaign. 

In many of these communities you are or will also assume a leadership position. These positions – formal and informal – provide
you the greatest social capital and the greatest opportunity for Crowdfunding success. Getting involved and giving to your
community can be, should be and must be done now. 

Seizing the Crowdfunding Opportunity 
There are a lot of established and new emerging options for raising capital for your business. From bootstrapping from organic
growth to leveraging existing assets; from traditional SBA loans to angel and venture capital; from donations and premium-based
crowd sourced funding – each option has pros and cons for your business. 

There are strategic reasons that your company may choose to either use Crowdfunding over other types of funding, or to augment
other options with Crowdfunding. Assuming it fits your business objectives and requirements, capital from Crowdfunding may be a
more cost effective, provide you greater ongoing control, and most importantly actually be available to your business. Ensure that
your actions now don’t diminish your company’s option to leverage this resource.

Regardless of how you pursue capital moving forward, preparing your business for a potential Crowdfunding campaign will make
your business stronger. Starting now will provide you with a competitive edge. Companies that act now will come out ahead, while
those that don’t will lose out on critical time and funds. Making decisions and taking action now in the context of the future will
keep all the exciting options presented by Crowdfunding available to your company, and will ensure you are positioned
strategically to succeed.

Executing Success with CommunityLeader
CommunityLeader is a leading voice in the emerging Crowdfunding market. Built by executives with decades of firsthand
experience growing and selling private and public businesses, CommunityLeader is uniquely positioned to help your company
make the right choices in evaluating and preparing for a Crowdfund raise. 

Launching in September, CommunityLeader LIVE provides unique education and training opportunities for businesses: 

• Crowdfunding Success Workshops: A COMPLIMENTARY 90-minute dynamic presentation for business owners (and 
the professionals who support them) committed to understanding how Crowdfunding could help grow their business. This 
information-packed seminar will provide attendees with the knowledge they need to assess if Crowdfunding is right for their
business.

• Crowdfunding Intensive (CFI) Training: A two-day workshop for business owners committed to growing their business 
by accessing the crowd with the support of their community. Industry experts will provide attendees with the knowledge, 
resources and tools they need to design, develop, execute and support a regulatory compliant equity-based capital raise.

For a full schedule of education and training opportunities visit: live.communityleader.com
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Actualizing Today

CommunityLeader is a full service provider of business, investor and portal services in the emerging
crowdfunding market:

• CampaignLeader is a business development platform for companies seeking to effectively 
develop, implement and support a successful communityfunding campaign. 

• CommunityInvestor is a smart-phone enabled application for individuals to track, commit and 
subscribe to the business they want to support. 

• Apicista is an accredited communityfund platform to connect quality businesses with qualified 
investors. Apicista is an engine for community-based portals and partners to bring 
communityfunding home to their own communities. 

Together these three applications create the market’s first quality-based, compliance focused and
community-centric ecosystem for communityfunding.
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