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Legal Disclaimer – We Are Not Your Lawyers 
 The purpose of this presentation is to provide information, 

rather than advice or opinion. The materials presented have been 
prepared solely for the purpose of contributing to the 
understanding of the options available to crowdfund deals in 
Colorado and elsewhere as of the date of this presentation. 

 It is accurate to the best of our knowledge as of the date of the 
presentation. Accordingly, this presentation should not be 
viewed as a substitute for the guidance and recommendations of 
an experienced legal professional.  

 The presentation of these materials does not establish any form 
of attorney-client relationship with The A+ Team, LLC, Windom 
Peaks Capital, LLC, Colorado Crowdfunding and/or the speaker. 

 While every attempt has been made to insure that these 
materials are accurate, it is possible that errors or omissions may 
be contained therein, for which any liability is disclaimed. 



The Back Story: 

Why We (You) 

Need Regulation A+ 



Some Important First Principles: 

The two important processes in making 
capital available for business: 

1. capital formation (how cash for future 
investments in companies is first 
accumulated); and  

2. capital distribution (how that cash 
eventually gets doled out) 





But why?? .. 





 

1. Historically, public companies have been central 
to innovation and job creation. IPOs provide young firms with cash to 

hire new hands and disrupt established markets. The alternative is to sell themselves to established firms— hardly 
a recipe for creative destruction. Imagine if the fledgling Apple and Google had been bought by IBM. 
 
 

2. Public companies are capable of letting in 
daylight. They have to publish quarterly reports, hold shareholder meetings (which have grown 

acrimonious of late), deal with analysts and generally conduct themselves in an open manner. By contrast, private 
companies and family firms operate in a fog of secrecy. 
 
 

3. Public companies give ordinary people a chance 
to invest directly in capitalism's most important 
wealth-creating machines. The 20th century saw shareholding broadened, as 

state firms were privatized and mutual funds proliferated. But today popular capitalism is in retreat. 
 
 

4. Fewer IPOs mean fewer chances for ordinary 
people to put their money into a future Google. The 

rise of private equity and the spread of private markets are returning power to a club of privileged investors. 
 



But these days, our public 
companies are threatened with 
extinction … 







The number of public companies 
has fallen dramatically over the 
past two decades— 

by 38% in America since 1997  

by 48% in Britain during the 
same time frame 



Number of initial public offerings 
(IPOs) in America has declined 
from an average of 311 a year in 
1980-2000 to 99 a year in 2001-11.  



Small companies, those with 
annual sales of less than $50m 
before their IPOs—have been 
hardest hit.  



In 1980-2000 an average of 165 
small companies undertook 
IPOs in America each year.  

 

In 2001-09 that number fell to 
30.  









What Our Secondary Capital Markets Used to 
Look Like 



What They Look Like Today (2015) …. 





YES! 



“  …. [Without public companies and accompanying 
secondary markets], the result is that ever more 
business is conducted in the dark, with rich insiders 
playing a more powerful role …” 

 

“……. All this argues for a change in thinking—especially 
among the politicians who have heaped regulations onto 
Western public companies, blithely assuming that 
business folk have no choice but to go public in the long 
run. Many firms now go (or stay) private to avoid red 
tape …. ” 







Prior to June 19, 2015, At Least In Concept, There Were 8 Ways 
to Do Investment-Based Crowdfunding Legally in Colorado  

 Sec Rule 504    --  $1 million cap 

 U-7 (SCOR)**   -- $1 million cap 

 Sec Rule 505   -- $5 million cap 

 Form RL    -- $5 million cap 

 Sec Rule 506(b)   -- Unlimited $ cap 

 Sec Rule 506(c)  -- Unlimited $ cap 

 New State Crowdfunding Act  -- $1 million cap (or $2 million with audited 

      financials); however, not  yet ready for prime  

      time*** 
And, if all else fails, direct private investment by founders using multiple 
coordinated investments into a single entity simultaneously  - Unlimited $ cap 

 ** The SCOR Form was designed for use by companies seeking to raise capital through a public offering of securities 

exempt from registration with the U.S. Securities and Exchange Commission (SEC) under SEC Regulation A, Rule 504 of 

SEC Regulation D (“Rule 504”), or Section 3(a)(11) of the Securities Act of 1933. See http://www.nasaa.org/industry-

resources/corporation-finance/scor-overview/  for more information on the SCOR form. 

*** At present, there are no platforms prepared to do any type of crowdfunding under this new State Crowdfunding Act. 
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However, if you actually try to use any of 
these approaches, you quickly begin to 
realize how miserably complicated and 

difficult they are to use, both from a legal 
compliance perspective as well as from a 

marketing perspective …. 
 

Don’t believe me?  Well, let’s take a 
look…  



However, before we 
begin to review these 
various options in 
depth, there’s an 
important definition 
you need to understand 
that will have a 
significant impact on 
which existing capital 
raising option you 
decide to use … 









Because it impacts many of the 
existing capital raising options ….. 
Sec Rule 504  

Form RL???    

Sec Rule 505      

Sec Rule 506(b)    

Sec Rule 506(c)    

New State Crowdfunding Act 





Sec Rule 504 – Federal Requirements 
 Sometimes referred to as the “seed capital” exemption; 

provides an exemption for the offer and sale of up to 
$1,000,000 of securities in a 12-month period 

 Company may use exemption so long as it is not a “blank 
check company” and is not subject to Federal Securities 
Exchange Act reporting requirements.  

 In general, may not use general solicitation or advertising to 
market the securities (i.e., for friends and family and “close” 
fools – pre-existing substantial relationship) 

 Purchasers generally receive “restricted securities.” 

 Purchasers may not sell securities without SEC registration or 
using another exemption 



Sec Rule 504 – State Requirements 
 Section 11-51-308(1)(p) of the Colorado Revised Statutes and Rule 51-3.7 of the Colorado 

Division of Securities Rules and Regulations may be used for a SEC Rule 504 offering. 
 The maximum offering amount is $1 million in any 12-month period, as stated in SEC 

Rule 504 
 The Section 11-51-308(1)(p) exemption is only available for use with SEC Rule 504 

offerings, provided there is no advertising or general solicitation of investors; however, 
see next slide  

 Filing Requirements: 
 File one paper copy of whatever is filed with the SEC, with an original signature. 
 The Division will accept the copy of the electronic Form D with the electronic signature 

with an original signature on the cover letter. 
 Payment of a filing fee of $75 made payable to the Colorado State Treasurer. 

 Mail to: 
 Colorado Division of Securities 
 1560 Broadway, Suite 900 
 Denver, Colorado 80202 

 The Form D must be submitted to the Colorado Division of Securities no later than 15 
days after the date of the first sale to a Colorado resident. 

 Form D must also be filed with the SEC as well as the Colorado Division of Securities to 
qualify for the exemption 



State 504 – However, Limited General Solicitation and Advertising 
Permitted in Certain Cases 
 Under Rule 51-3.13 of the Colorado Division of Securities provides that in 

connection with offers and sales of securities made in reliance on SEC Rule 
504 of Regulation D, general solicitation and advertising is permissible, if 
the following requirements are satisfied: 
 The issuer files a Form RL with the Colorado Division of Securities  

 The securities are sold only to accredited investors. 
 While a general announcement may be made, it must follow the 

requirements set forth in the slide entitled “Form of General 
Announcement” which follows  

 Following the general announcement, the company, in connection with 
an offer, may provide information in addition to the general 
announcement, if such information is delivered only to accredited 
investors. All such information should, in addition to other information 
and legends, set forth the following legend: 

“This information is distributed pursuant to an exemption for small 
offerings under the rules of the Colorado Securities Division. The 
Securities Division and the United States Securities and Exchange 
Commission have neither reviewed nor approved its form or content. 
The securities described may only be purchased by "accredited 
investors" as defined by Rule 501 of SEC Regulation D and the rules of 
the Colorado Securities Division.” 



State 504 – However, Limited General Solicitation and Advertising 
Permitted in Certain Cases (cont.) 

 No telephone solicitation is permitted unless prior to placing the call, 
the company reasonably believes that the prospective purchaser to be 
solicited is an accredited investor. 

 The company must file or cause to filed with the Commissioner a Form 
D, a copy of any general announcement, and the prescribed fee, as 
provided in Rule 51-3.7, all within 15 days after the first sale in Colorado. 

 All purchasers must purchase for investment and not with the view to 
or for sale in connection with a distribution of the security. 

 Written records must be maintained for at least two years following the 
date of sale establishing the accredited status of each purchaser. 

 The exemption is not available if the company, any of the company's 
predecessors, any affiliated company, any of the company's directors, 
officers, general partners, beneficial owners of 10% or more of any class 
of its equity securities, any of the company's promoters presently 
connected with the company in any capacity, any underwriter of the 
securities to be offered, or any partner, director or officer of such 
underwriter has had certain securities law problems within the last five 
years (so called "bad-boy provisions"). 



State 504 – However, Limited General Solicitation and Advertising 
Permitted in Certain Cases – Requirements for General 
Announcement 
 A general announcement of the proposed offering may be made by any means 

and shall include only the following information: 
 The name, address, and telephone number of the company of the securities; 
 The name, a brief description and price (if known) of any security to be issued; 
 A brief description of the business of the company in 25 words or less; 
 The type, number and aggregate amount of securities being offered; 
 The name, address and telephone number of the person to contact for 

additional information; and 
 A legend providing substantially as follows: 

 “This is a general announcement. No money or other consideration is being 
solicited or will be accepted by way of this general announcement. This 
information is distributed pursuant to an exemption for small offerings under the 
rules of the Colorado Securities Division. The Securities Division and the United 
States Securities and Exchange Commission have neither reviewed nor approved 
its form or content. The securities described may only be purchased by 
"accredited investors" as defined by Rule 501 of SEC Regulation D and the rules of 
the Colorado Securities Division. The securities have not been registered with or 
approved by the Colorado Securities Division or the Securities and Exchange 
Commission and are being offered and sold pursuant to an exemption from 
registration.” 





Form U7 SCOR Applications 
 Colorado formally adopted the use of the Form U-7 (or SCOR Form) on January 1, 1992 

and joined the Western Regional Review process on March 1, 1995. This type of 
application also includes the requirements of Sections 11-51-302 and 11-51-304(1-5), of the 
Colorado Revised Statute (C.R.S.). 
 

 The Western Regional Review process allows the issuer to deal with a lead examiner in 
one state after filing in two or more of the participating states. Those participating states 
are: AZ, AK, WA, OR, ID, UT, CO, NV, NM, WY, MT. The State of Washington acts as the 
administrator of the Western Region and should be contacted when a filing is to be made 
in two or more of the Western Regional states. Contact any of the participating states for 
more information regarding this type of filing. States in other parts of the country are 
also adopting regional reviews and will usually work together in performing centralized 
regional reviews. 
 

 The Form U-7 can be used by companies organized under the laws of any of the states 
and doing business other than petroleum exploration or production, or mining or other 
extractive industries. Blind Pool/Blank Check offerings and offerings which do not have a 
specific business plan or any company assets may not use this particular application 
process (nor Federal Rule 504). 



Form U7 SCOR Applications (cont.) 
 The Form U-7 can only be used to sell the securities of the issuer. Selling 

security holders cannot sell their shares using this type of registration. The 
offering price for the shares must be equal to or greater than $1.00 per share in 
most states. The company may engage broker-dealers as selling agents, or the 
officers and/or directors of the company may sell the issue themselves. If the 
officers and/or directors act as the sellers they may have to register in Colorado 
or other states as sales representatives. 
 

 The Form U-7 application is generally used for offerings which fall under the 
Federal Regulation-D/Rule 504. Rule 504 has a $1 million maximum offering 
amount allowed. When a Form U-7/Rule 504 filing is made with the State of 
Colorado, the federal Form-D must be included in the filing.  

 
 Financial statements need to be either "Reviewed" or "audited". Refer to the 

Form U-7 instructions or contact the Division to verify your particular filing 
requirements. 



Form U7 SCOR Applications (cont.) 
 The Division usually requires that an escrow account be established for a minimum 

offering amount with a depository institution and the funds may not be turned over to 
the company until an adequate minimum amount has been raised. That minimum 
amount should be sufficient to allow the company to at least attempt to accomplish its 
stated offering goals and remain in business for at least 12 months after the offering 
period. See the “FORMS” section on the Division of Securities website for an example of 
an Escrow/Impound Agreement. 
 

 The Division review period for this type of application is 28 days and the total review 
process usually takes approximately 6-8 weeks. 
 

 The Internet site of the North American Securities Administrator's Association (NASAA) 
contains information which will aid an issuer in preparing a small securities offering. The 
Form U-7 may be downloaded from that site and a complete Form U-7 Issuer's Manual 
and instructions can be viewed. 
 

 NOTE: The NEW revised Form U-7 (dated September 28, 1999) is now available at the 
NASAA web site and can also be obtained from the Colorado Division of Securities. All 
applications to Colorado must use the new form. The Division can supply the Form on 
3.5 Diskette or as an e-mail attachment in WORD format. 
 
 
 
 



Form U7 SCOR Applications (cont.) 
The Application Requirements Are: 

     Form U-7 (Use the NEW 1999 revised Form only) 

     Form RQ or Form U-1 

     Forms U-2 & U-2a 

     Western Review Request Form (optional) 

     Forms B & C (Undertaking requirements) 

     Fee of $100.00 made out to the "Colorado State 

        Treasurer” 

     38 Page Form (Versus 16 page Form for the RL)  

 





Form RL – Limited Registration – The Back Story 
 Section 5 of the Securities Act of 1933 requires that all securities offered by the 

use of the mails or by any means or instruments of transportation or 
communication in interstate commerce be registered with the SEC. Congress, 
however, provided certain exemptions in the Act from such registration 
provisions where there was no practical need for registration or where 
the benefits of registration were too remote. 

 Among those exemptions is that provided by section 3(a)(11) of the Act for 
transactions in “any security which is a part of an issue offered and sold only to 
persons resident within a single State or Territory, where the issuer of such 
security is a person resident and doing business within …. such State or 
Territory.” 

 The legislative history of that Section suggests that the exemption was 
intended to apply only to issues genuinely local in character, which in reality 
represent local financing by local industries, carried out through local 
investment. 

 Rule 147 is intended to provide more objective standards upon which 
responsible local businessmen intending to raise capital from local 
sources may rely in claiming the section 3(a)(11) exemption.   



Form RL – Limited Registration - Overview 
 Ability to complete a crowdfunding offering in Colorado 

pursuant to the federal Section 3(a)(11) intrastate exemption 
is less defined than that available in many states.   

 Has been around since the early 1980’s but, historically there have 
been few limited offering registrations under it.   

 Conceptually, at least, there is no reason, why this process cannot 
be used by a Colorado company with its principal place of business 
in Colorado intending to use the proceeds in Colorado.  

 Form RL provides the basis for public disclosure.  Rather than being 
limited to the $1,000,000 proposed by the new Colorado state 
crowdfunding exemption, Form RL can be used in an intrastate 
(Rule 147) offering to raise up to $5,000,000.  In concept, the 
minimum investment can be $100.00 or $100,000; ultimately that, 
and other aspects of the offering, will be resolved in 
discussions between the issuer and the Division of Securities.   

 



Form RL – Limited Registration (RL Gotcha’s) 
 Where the proposal is to offer $1,000,000 or less and use the federal Rule 504 

exemption, the Colorado limited offering registration on Form RL will still be 
required if the issuer desires to use general solicitation or advertising in 
Colorado for the offer and sale of the securities.  

 Where the issuer intends to make the offer through a third party, broker-
dealer registration and the licensing of sales representatives under 
Colorado law also has to be considered. 

 The rules published by the Colorado Division of Securities have not been 
updated to contemplate crowdfunding, and therefore there are no 
restrictions on the minimum size of investment, the number or 
sophistication of investors, any “bad actor” limitations, or broker-dealer 
requirements. 

 Any offering using Form RL will be subject to review by the Colorado 
Division of Securities on a “Merit Review” basis and may be limited by ad 
hoc limitations imposed by the examiner during that review process.  
 



Form RL – Limited Registration – Rule 147 Requirements Embedded 

 The RL (Limited Registration) Process requires compliance 
with SEC Rule 147. 

 Rule 147 (a “safe harbor” rule created by the Feds to give 
some comfort to people trying to comply with the Section 
3(a)(11) process) says the following: 
 “You may follow Rule 147, a "safe harbor" rule, to ensure 

that you meet the requirements for the intrastate 
offering exemption. It is possible, however, that 
transactions not meeting all the requirements of Rule 
147 may still qualify for the exemption.”  

 However, in order to satisfy Rule 147, you need to satisfy 
several additional conditions (see next page)  

 



Form RL & Rule 147 – Considerations  
 In order to rely on Rule 147 and, thus, have a safe harbor for your 

intrastate Colorado offering, there are additional requirements 
you need to satisfy.  Here’s what the SEC has to say about that: 
 “All offers, offers to sell, offers for sale, and sales which are part of 

the same issue must meet all of the conditions of Rule 147 for 
the rule to be available. The determination whether offers, offers 
to sell, offers for sale and sales of securities are part of the same 
issue (i.e., are deemed to be integrated) will continue to be a 
question of fact and will depend on the particular circumstances. See 
Securities Act of 1933 Release No. 4434 (December 6, 1961) (26 FR 
9158). Securities Act Release No. 4434 indicated that in determining 
whether offers and sales should be regarded as part of the same issue 
and thus should be integrated any one or more of the following 
factors may be determinative:  

 



Rule 147 – Additional Considerations – Integration Issues 

 Securities Act Release No. 4434 indicates that in determining whether offers 
and sales should be regarded as part of the same issue and thus should be 
integrated any one or more of the following factors may be determinative:  

 
 Are the offerings part of a single plan of financing; 

 
 Do the offerings involve issuance of the same class of securities; 

 
 Are the offerings made at or about the same time; 

 
 Is the same type of consideration to be received; and 

 
 Are the offerings made for the same general purpose. 
 

 Subparagraph (b)(2) of the rule, however, is designed to provide certainty to 
the extent feasible by identifying certain types of offers and sales of securities 
which will be deemed not part of an issue, for purposes of the rule only.  
 



Rule 147 – Additional Considerations – Integration Issues 
(cont.) 

 For purposes of Rule 147 as applied to Form RL offerings, 
the rules under the “integration principle” do not apply, 
and additional offers and sales of the same securities 
outside the Rule 147 offering are not required to be 
“integrated” with the 3(a)(11) / Form RL offering, provided 
that: (i) such offers / sales take place (a) prior to the six 
month period immediately preceding the offering and/or 
sales, or (b) take place more than six month immediately 
following the offering and/or sales (ii) that, during either of 
these two six month periods no offers or sales of the same 
or similar class of securities as those offered or sold 
pursuant to Rule 147 / Form RL are made or take place. 



Rule 147 – Additional Requirements 
For purposes of Rule 147 as applied to Form RL offerings and any other offerings being made under the 
authority of Section 3(a)(11), the following additional requirements must be satisfied: 

 

 Nature of the issuer. If the issuer is a corporation, limited partnership or other form of business organization that is 
organized under the laws of a particular state or territory, it must be formed under the laws of the state in which the 
offering is being made.  If, on the other hand, the issuer is a general partnership or other form of business organization 
that is not organized under the laws of any particular state or territory (like a general partnership, for example) then 
the offering can only be made in the state where it’s principal office is located. 
 

 For purposes of Rule 147, the issuer is deemed to be qualified in a particular state or territory to rely on an exemption 
under Section 3(a)(11)a state or territory if:  
 

 (i) The issuer derived at least 80 percent of its gross revenues and those of its subsidiaries on a consolidated basis 
in that state…  
 (a) for its most recent fiscal year, if the first offer of any part of the issue is made during the first six months 

of the issuer's current fiscal year; or  
 (b) for the first six months of its current fiscal year or during the twelve-month fiscal period ending with 

such six-month period, if the first offer of any part of the issue is made during the last six months of the 
issuer's current fiscal year from the operation of a business or of real property located in or from the 
rendering of services within such state or territory;  

provided, however, that this provision does not apply to any issuer which has not had gross revenues in excess of 
$5,000 from the sale of products or services or other conduct of its business for its most recent twelve-month 
fiscal period;  
 

 (ii) The issuer had at the end of its most recent semi-annual fiscal period prior to the first offer of any part of the 
issue, at least 80 percent of its assets and those of its subsidiaries on a consolidated basis located within such 
state or territory;  

 

 (iii) The issuer intends to use and uses at least 80 percent of the net proceeds to the issuer from sales made 
pursuant to this rule in connection with the operation of a business or of real property, the purchase of real 
property located in, or the rendering of services within such state or territory; and  

 

 (iv) The principal office of the issuer is located within such state or territory.  
 



Rule 147 – Additional Requirements - Resales 

 Limitation of resales. During the period in which securities that are part of 
an issue are being offered and sold by the issuer, and for a period of nine 
months from the date of the last sale by the issuer of such securities, all resales 
of any part of the issue, by any person, shall be made only to persons resident 
within such state or territory.  

 Precautions against interstate offers and sales. The issuer shall, in 
connection with any securities sold by it pursuant to this rule: 
 

 (i) Place a legend on the certificate or other document evidencing the security stating 
that the securities have not been registered under the Act and setting forth the 
limitations on resale regarding interstate sales; 
 

 (ii) Issue stop transfer instructions to the issuer's transfer agent, if any, with respect 
to the securities, or, if the issuer transfers its own securities make a notation in the 
appropriate records of the issuer;  and 
 

 (iii) Obtain a written representation from each purchaser as to his residence.  

 



Additional Complications under Rule 147 

  Crowdfunding Under Rule 147 – the C&DI’s  
 
 The SEC has a number of Compliance and Disclosure Interpretations (“C&DIs”) 

discussing SEC Rule 147 and the ability to use general solicitation or advertising.  
C&DI 141.03 (April 10, 2014) notes that Rule 147 does not prohibit general 
solicitation or advertising, but notes that any such advertising or solicitation 
must be conducted in a manner consistent with the limitations of 1933 Act § 
3(a)(11) and SEC Rule 147.  These include a number of requirements that tie the 
offering, the issuer, its business, and the use of proceeds to a single state.  
 

 Question 141.04 (April 10, 2014) addresses the use of a third-party Internet 
portal “to promote an offering to residents of a single state in accordance with a 
state statute or regulation intended to enable securities crowdfunding within 
that state.  With some limitations (such as disclaimers and limitation of access), 
the C&DI responds (using a double negative) that “[u]se of the Internet would 
not be incompatible with a claim of exemption under Rule 147.”  

 



 
 

 Crowdfunding Under Rule 147 – the C&DI’s (cont.) 
 

 On October 2, 2014 the SEC issued C&DI 141.05, the SEC addressed the question: “[c]an 
an issuer use its own website or social media presence to offer securities in a manner 
consistent with Rule 147.”  In response, the SEC noted that generally these sites are widely 
available “in a broad and open manner” to customers and the public in general.  The SEC 
raised the concern that using such a site for the “offer” of securities “would likely involve 
offers to residents outside of the particular state in which the issuer did business.”  
 

 The SEC then went on to discuss certain measures that the issuer could use “to limit 
communications that are offers only to those persons whose Internet Protocol, or IP, 
address originates from a particular state or territory.”  This would (in the SEC’s 
judgment) prevent offers from being made to persons whose IP address originates 
outside of the targeted state.  The SEC went on to suggest that “[o]ffers should include 
disclaimers and restrictive legends making it clear that the offering is limited to residents 
of the relevant state under applicable law” (in addition to compliance with the other 
limitations of Rule 147).  
 

 Given the ability of computer users to mask IP addresses, this is likely an unavailable 
solution.  Of course, setting up a separate site on an issuer’s web accessible only to 
persons answering questionnaires and otherwise providing qualifying information (as 
contemplated in C&DI 141.04 and prior no action letters as long ago as Angel Capital 
Electronic Network (1996 WL 636094 (No Act. 10/25/1996)) and IPONet (1996 WL 431821 
(No Act. 7-26-1996))) may satisfy the requirements.  





Sec Rule 505 – Federal Requirements 
 May offer / sell up to $5 million in any 12-month period.  

 May sell to an unlimited number of “accredited investors” and up to 35 non-accrediteds 

 Purchasers must buy for investment purposes only, not for resale 

 Issued securities are “restricted securities,” i.e., purchasers may not resell them without 
registration or an applicable exemption.  Generally, investors not able to sell securities for at 
least a year without company having to register the transaction with the SEC.  

 Company may not use general solicitation or advertising to sell securities. 

 If offering involves any purchasers that are not accredited investors, company must give 
purchasers disclosure documents that generally contain same information as that included 
in a registration statement for a registered offering.  

 Financial statement requirements apply to purchasers who are not accredited investors, e.g., 
if financial statements are required, they must be audited by a certified public accountant. 
Company must also make authorized spokespersons  available to answer questions from 
prospective purchasers who are not accredited investors. 

 Company may decide what information to give to accredited investors, so long as it does not 
violate the antifraud prohibitions of the federal securities laws. If company provides 
information to accredited investors, it must make this information available to the non-
accredited investors as well. 



Sec Rule 505 – State Requirements 
 Section 11-51-308(1)(p) of the Colorado Revised Statutes and Rule 51-3.7 of the Colorado Division of 

Securities Rules and Regulations may be used for a SEC Rule 505 offering. 

 The maximum offering amount is $5 million in any 12-month period, as stated in SEC Rule 505 

 Offerings can be offered to an unlimited number of accredited investors.  However, the offering 
cannot be sold to more than 35 non-accredited investors, regardless of residency. 

 Company may not use general solicitation or advertising to sell the securities.  

 Filing Requirements: 

 File one paper copy of whatever is filed with the SEC, with an original signature. 

 The Division will accept the copy of the electronic Form D with the electronic signature with an 
original signature on the cover letter. 

 Payment of a filing fee of $75 made payable to the Colorado State Treasurer. 

 Mail to: 

 Colorado Division of Securities 

 1560 Broadway, Suite 900 

 Denver, Colorado 80202 

 The Form D must be submitted to the Colorado Division of Securities no later than 15 days after the 
date of the first sale to a Colorado resident. 

 Form D must also be filed with the SEC as well as the Colorado Division of Securities to qualify for the 
exemption 





Sec Rule 506(b) – Federal Requirements 
 “Safe harbor" for the non-public offering exemption, i.e., provides specific 

requirements that, if followed, establish that transaction is, without question, exempt.  

 Does not limit the amount of money that can be raised or the number of accredited 
investors to whom securities can be sold, but to qualify for the safe harbor, company 
must: 

 not use general solicitation or advertising to market the securities; 

 not sell securities to more than 35 non-accredited investors (unlike Rule 505, all non 
accredited investors, either alone or with a purchaser representative, must meet the legal 
standard of having sufficient knowledge and experience in financial and business matters to 
be capable of evaluating the merits and risks of the prospective investment); 

 give non-accredited investors specified disclosure documents that generally contain the same 
information as provided in registered offerings (the company is not required to provide 
specified disclosure documents to accredited investors, but, if it does provide information to 
accredited investors, it must also make this information available to the non-accredited 
investors as well); 

 be available to answer questions from prospective purchasers who are non-accredited 
investors; and 

 provide the same financial statement information as required under Rule 505. 



Sec Rule 506(b) – State Requirements 
 Section 11-51-308(1)(p) of the Colorado Revised Statutes and Rule 51-3.7 of the Colorado 

Division of Securities Rules and Regulations may be used for a SEC Rule 506(b) offering. 
 No limit on amount of securities that can be sold. 
 Offerings can be offered to an unlimited number of accredited investors.  However, the 

offering cannot be sold to more than 35 non-accredited investors, regardless of residency. 
 Company may not use general solicitation or advertising to sell the securities.  
 Filing Requirements: 

 File one paper copy of whatever is filed with the SEC, with an original signature. 
 The Division will accept the copy of the electronic Form D with the electronic signature 

with an original signature on the cover letter. 
 Payment of a filing fee of $75 made payable to the Colorado State Treasurer. 

 Mail to: 
 Colorado Division of Securities 
 1560 Broadway, Suite 900 
 Denver, Colorado 80202 

 The Form D must be submitted to the Colorado Division of Securities no later than 15 
days after the date of the first sale to a Colorado resident. 

 Form D must also be filed with the SEC as well as the Colorado Division of Securities to 
qualify for the exemption 





Sec Rule 506(c) – Federal Requirements 
 “Safe harbor" for the non-public offering exemption, i.e., provides specific 

requirements that, if followed, establish that transaction is, without question, exempt.  

 Eliminates the prohibition on using general solicitation and advertising 

 Issuers may offer securities through means of general solicitation, provided that: 

     all purchasers in the offering are accredited investors, 

     the issuer takes reasonable steps to verify their accredited investor status, and    

     certain other conditions in Regulation D are satisfied. 

 Like Rule 506(b) does not limit the amount of money that can be raised or the number 
of accredited investors to whom securities can be sold, but to qualify for the safe 
harbor, company must 



Sec Rule 506(c) – State Requirements 
 Section 11-51-308(1)(p) of the Colorado Revised Statutes and Rule 51-3.7 of the Colorado 

Division of Securities Rules and Regulations may be used for a SEC Rule 506(c) offering. 
 No limit on amount of securities that can be sold. 
 Offerings can be offered to an unlimited number of accredited investors, but no non-

accredited investors. 
 Company may use “limited” general solicitation or advertising to sell the securities.  
 Filing Requirements: 

 File one paper copy of whatever is filed with the SEC, with an original signature. 
 The Division will accept the copy of the electronic Form D with the electronic signature 

with an original signature on the cover letter. 
 Payment of a filing fee of $75 made payable to the Colorado State Treasurer. 

 Mail to: 
 Colorado Division of Securities 
 1560 Broadway, Suite 900 
 Denver, Colorado 80202 

 The Form D must be submitted to the Colorado Division of Securities no later than 15 
days after the date of the first sale to a Colorado resident. 

 Form D must also be filed with the SEC as well as the Colorado Division of Securities to 
qualify for the exemption 





New Colorado Crowdfunding Act 
 Can only raise up to $1 million ($2 million with audited financial statements) every 

12 months – Can only raise $5,000 in total from a non-accredited investor; can raise 
an unlimited amount from accredited investors. 

 Must use crowdfunding portal / platform – no “disintermediated” crowdfunding 
permitted 

 Unduly complicated – and, Commissioner of the Division of Securities gets to 
“write” the substantive law controlling it by issuance of regulations and ability to 
approve and regulate the portals / platforms on which the offerings are to be made 

 As the issuer, you’ll need to put an escrow account in place to receive the amounts 
being invested in the offering 

 Can’t use “general solicitation” and “advertising” – must just use “tombstones” to 
direct interested parties (i.e., offerees) to the crowdfunding platform on which the 
actual offering appears. 

 Right now there are no platforms that are actively doing deals, and the one that 
registered and could have done deals, Equity Eats, has bowed out 

 Except for very, very small issuers who have no market traction and aren’t 
particularly attractive to the ordinary investor, now that Regulation A+ is available, 
using the Colorado Crowdfunding Act is not really worth the effort. 
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“[There] will be … one bright spot which ….will start 2015 off on a 
high note – and with a bang.  Though initially overlooked by many 
when the JOBS Act was first passed, there has been a growing 
recognition in the financial industry of the potential that 
Regulation A+ has to fill a major gap in funding options for SME’s.  
 

Long gone are the days of strong regional brokerage firms and 
IPO’s in the range of $25 – 35 million, at one time a part of the Wall 
Street landscape.   
 

However, with Regulation A+’s lighter disclosure requirements, and 
blue sky pre-emption, many believe that this new tool will be a 
major factor in rejuvenating capital formation for smaller emerging 
companies seeking up to $50 million – coupled with the liquidity 
not found in Rule 506 private placements.” 

Samuel Guzik, “2015: The Ascendency of Small Business & the Middle Class in Washington, D.C.”, 

Crowdfund Insider, December 16, 2014 



 

Reg. A+ = A New Day 
Dawns 



… but, before we look at Reg. A+, 
in order to understand why it’s a 
better crowdfunding option than 
anything else out there, we need 

to understand its back story … 



• Little used old Reg. A provided for a “public 
offering” (i.e., not a private deal) of up to $5 million 
every 12 months 

• Dollar limit was too low (see, Form RL in CO and new 
Colorado Crowdfunding Act for similarities) 

• Offerings had to be qualified in each state in which the 
offering was being made to any residents of that state 
(see, Form RL in CO and new Colorado Crowdfunding 
Act for similarities) 

 

• Since 2005 little more than 100 “old” Reg. A deals 
filed and fewer than 20 priced (Note: a lot like our 
own Form RL (limited registration) approach here 
in Colorado; jury’s still out on potential  offerings 
under the new Colorado Crowdfunding Act) 

 



Reg. A+ 



 

Highlights: 
 

• Modernized to meet current public offering techniques 
• Greatly increased annual cap -- creates two tiers:  

• Tier 1 up to $20 million annually;  
• Tier 2 up to $50 million annually 

• Enablement of after-market liquidity -- Tier 2 reports meet 
Rule 15c2-11 information for broker/dealers 

• Eligible issuers:  Only those U.S. and Canadian companies 
not already subject to SEC reporting can use it 

• Ineligible: certain development stage companies with no 
specific business plan; investment companies; issuers of 
fractional oil or gas rights; certain others 

• Eligible securities: equity (including preferred stock), 
debt, convertible debt, options, warrants 

• No longer a "rich man's sport;" anyone can invest 
• Income / net worth need not be certified by a third party 

 
 

 



 

Highlights (cont.): 
 

• Offering can be widely advertised, social media, 
newspapers, megaphone, etc.  

• New opportunity to shape the deal (i.e.,"Test the Waters“) 
before having to go to market 

• Tier II Deals – Freed from processing by state regulators 
• Exemption from existing shareholder limits; in certain 

situations can take money from investors in amounts as 
small as, say, $100. 

• Freely tradable, unrestricted securities 
• Investment companies (i.e. private equity funds, venture 

funds, hedge funds) may not use Reg. A+ to raise capital. 
• Substantial relief on the issue of “integration“ of offerings:  
• SEC approval of offering circular required prior to going to 

market; and 
• Some ongoing disclosure requirements 

 



 

Regulation A+ - The Drill Down 
 



Eligible Issuers: 
 Only U.S. and Canadian companies organized and having a 

place of business in U.S. or Canada 
 

 Not available to: 
 Companies already subject to ongoing reporting requirements 

under the Securities Exchange Act of 1934, as amended (i.e., 
public companies); 

 Business development companies and companies registered 
or required to be registered under the Investment Company 
Act; 

 Development stage companies that have no specific business 
plan or purpose or whose business plan is to engage in a 
merger or acquisition with an unidentified company or 
companies (so called, “blank check” companies); 

 



Eligible Issuers (cont.): 
 Also not available to: 

 Issuers of fractional undivided interests in oil, gas or 
other mineral rights; 

 Issuers disqualified under the “bad actor” provisions of 
Rule 262. 

 Issuers that are required to file, but have not filed, the 
ongoing reports required by Regulation A during the 
two years immediately preceding the filing of a new 
offering statement; 

 Issuers that are or have been subject to an SEC order 
denying, suspending or revoking the registration of a 
class of securities under the Exchange Act within five 
years before the filing of the offering statement. 

 



Eligible Securities: 
 Equity securities (common and preferred stock) 

 Debt securities (bonds, debentures and other forms of 
subordinated debt) 

 Debt securities convertible or exchangeable to equity 
interests (e.g., “seed stage” convertible subordinated 
notes) 

 Guarantees of such securities 

 Options 

 Warrants 

NOT ELIGIBLE = Derivatives 

 



Offering Limitations and Secondary Sales: 
 Two Different Tiers Under new Regulations A+ 

 Tier 1 
 Tier 2 
 

 In contrast to Rules 505 and 506(b) (“Old” 506) of Regulation D, 
Regulation A+ issuers may sell securities to an unlimited number 
of non-accredited investors provided they abide by the following 
offering limitations.  
 

 Primary sales -- Under the final rules, the Tier 1 offering limitation 
is $20 million in a 12-month period (up from $5 million prior to the 
new rules). The Tier 2 offering limitation is $50 million in a 12-
month period.  
 

 Secondary sales -- There are several kinds of limitations on 
secondary sales.  
 For a Tier 1 offering, secondary sales are limited to $6 million in a 12-

month period (up from $1.5 million prior to the new rules).  
 For Tier 2 offerings, secondary sales are limited to $15 million in a 12-

month period.  

 
 



Offering Limitations and Secondary Sales (cont.): 

 In addition, (1) secondary sales at the time of an issuer's first 
Regulation A offering and within 12 months thereafter cannot 
exceed 30 percent of the aggregate offering price of that 
particular offering and (2) for affiliates only, the $6 million and 
$15 million annual limitations on secondary sales continue 
indefinitely.  
 

 The securities sold in a Regulation A offering are not “restricted 
securities”. Therefore, resales of the securities by persons who are 
not “affiliates” of the issuer can occur immediately after issuance 
and are not subject to transfer restrictions under SEC Rule 144.  

 

 However, resales by affiliates (other than registered resales or 
secondary sales under Regulation A+) will continue to be subject 
to the limitations of Rule 144, other than the holding period 
requirement.  

 



Investment Limitations (Tier 2 only) 

 The amount of securities that an investor can purchase in a Tier 2 

offering is limited to no more than 10 percent of the investor's 

annual income or net worth (for other than natural persons, the limit is 
10 percent of revenue or net assets as of the most recent fiscal year 
end).  

 

 But no independent “verification” of the 10 percent limitation is 
required … only “self-certification”  … thus, this limitation won’t be a 
problem for any issuer  that crafts their  offer appropriately …. 

 

 Moreover, these limitations do not apply to 

 purchasers who qualify as accredited investors under Regulation D or  

 to securities that will be listed on a national securities exchange upon 
qualification of the offering.  



“Integration” Safe Harbors 

Under the new rules offerings pursuant to Regulation A+ will not 
be integrated with:  
 

 prior offers or sales of securities; or  

 subsequent offers and sales of securities that are:  
 

 registered under the Securities Act, with certain exceptions; 

 made pursuant to an employee benefit plan; 

 made outside the United States; 

 made pursuant to Section 4(a)(6) of the Securities Act (i.e., Title III of the 
JOBS Act); or 

 made more than six months after completion of the Regulation A+ offering. 

 

 



Conditional Exemption from Exchange  
Act Registration (Tier 2 Offerings) 
Securities issued in a Tier 2 offering will continue to exempt from the Exchange Act 
registration requirements of Section 12(g)*** , even if they blow through the 500 non-
accredited and 2,000 total investor limitation, 

 

if and for so long as the issuer remains subject to, and is current in (as of its 
fiscal year end) its Regulation A+ periodic reporting obligations, provided the 
following additional conditions are also met:  
 

 the issuer has engaged a transfer agent that is appropriately registered with the 
SEC; and 

 the issuer has a public float of less than $75 million (or, in the absence of a 
public float, annual revenues of less than $50 million) (similar to the "smaller  
reporting company" qualifications). 

 

 If an issuer ceases to meet the last test, Exchange Act registration is required at the 
end of a two year transition period.  

 

 

*** Under the amended Section 12(g) of the Exchange Act, companies are now required to register their equity securities under the 

Exchange Act only when they have more than $10 million in assets and a class of equity securities held of record by either:  
 

• 2,000 persons, or  

• 500 persons or more who are not “accredited investors” as defined under applicable SEC rules.   
 

The increased thresholds were effective immediately upon the enactment of the JOBS Act.  



Offering Statement Requirements 
 All offerings under Regulation A+ require an offering 

statement on Form 1-A which is subject to SEC staff 
review and comment.  
 

 

 The rules require an explicit notice of qualification by 
the SEC’s Division of Corporation Finance ,which has 
an effect similar to a statement from the SEC that a 
registration statement for a traditional public offering 
has been declared effective.  

 



Offering Statement Requirements (cont.) 
 For First Time Reg. A+ Filers -- An issuer that has not 

previously filed a qualified offering statement under Regulation 
A or a registration statement under the Securities Act can submit 
draft offering statements for nonpublic review by the SEC staff, 
provided that any subsequent public filing is made at least 21 
days before qualification is to be effective. 

  

 Two years of financial statements are required. For Tier 2 
offerings, the financial statements are required to be audited in 
compliance with SEC-approved accounting rules. In some 
circumstances, interim financial statements are also required.  

 



Ongoing Reporting 

 Tier 1 issuers will be required to provide information about 
sales and to update certain issuer information by filing a 
Form 1-Z exit report with the SEC not later than 30 calendar 
days after termination or completion of an offering.  
 

 Tier 2 issuers will be required to file annual reports on 
Form 1-K and semiannual and current event reports. 
However, a Tier 2 issuer that elects to terminate its ongoing 
reporting requirement before it has disclosed this 
information in a Form 1-K may satisfy this requirement by 
instead including this information in its exit report on 
Form 1-Z.  



Preemption of Blue Sky Laws (Tier 2 Offerings)  
 The final rules preempt state registration and qualification 

requirements for offerings to “qualified purchasers,” (i.e.,  
any person to whom securities are offered or sold in a Tier 2 
offering).  This does not include offerees in Tier 1 offerings.  
 

 Tier 1 offerings will be subject to both Regulation A+ and 
state registration and qualification requirements.  The state 
examination will be done  under a coordinated review 
program developed by the North American Securities 
Administrators Association  in cooperation with the state 
securities administrators 
 

 Remains to be seen whether state filings and review process 
will work more smoothly than past practice under the old 
Regulation A. 

 

 



Preemption of Blue Sky Laws (Tier 2 Offerings)  
 Regulation A+ issuers proceeding under Tier 2 may 

“test the waters” and make offers in the pre-
qualification period at the federal level, but for Tier 1 
offers, the states retain oversight over how these 
“offerings” are conducted at the state level.  
 

 Further, despite any preemption, states still retain 
authority to:  
 require the filing of any documents filed with the SEC 

“solely for notice purposes and the assessment of any 
fee”; 

 enforce filing and fee requirements; and 

 investigate and bring enforcement actions with respect 
to fraudulent transactions, e.g., 10(b)(5) liability 

 



Reg A+ became effective and 
thus available for your use on: 

June 19, 2015 



To find out more about how to use 
Reg. A+ to raise money for your 
company …… 

Contact “The A+ Team” at:  

   720-535-5219, or 

   info@theaplusteam.com 



My hope for 
the future …. 
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Inc. 
 (many more new public companies) 



Thank You! 



  www.windompeaks.com  
       (720) 535-5219 
   Cell: (303) 910-2344 
rburrasca@windompeaks.com 

R.P. Burrasca 

www.coloradocrowdfunding.org  
Office: (720) 535-5219 Cell: (303) 910-2344 
rburrasca@coloradocrowdfunding.org 

http://www.windompeaks.com/

