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rewards vs. iInvestment

Reward-Based Investment-Based

» Receive no financial return » Securities offered in return

for cr 1N men
» Rewards / Perks or crowds’ investment

» Equity
» Debt

» Legal today

» Revenue share / Royalty
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The Legalities of Investment Crowdfunding

Jonathan Sandlund | @jsandlund @ the CrOWd Cafe5




The JOBS Act

Title Il

» Lifts ban on general solicitation
and advertising on security
offerings to accredited
Investors

» Amended Form D (Proposed
changes only—currently NOT in
effect)

» Effectuated September 24th,
2013

Crowdfunding for
Accredited Investors

Title Hli

Businesses Raise up to $1mm
In 12-month period

Investors tiered limits on
Investment amount

Rule-making includes SEC and
FINRA

Proposed rules released.
Commenting period open
through January 2014

Crowdfunding for
Everyone



Title 1l In Action

emo Days
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Title 1l In Action

Startup Investing

wetunder

“You can pick your own winners, and invest as little as $1000—
or invest $5000 in a fund with all 25.”



Title 1l In Action

Real =state Investing

ﬂm | ” REALTY
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Title 1l In Action

Slopal Deal Howy

<> OurCrowd

"As a result of the new SEC regulations, effective today, all of
OurCrowd'’s deals will be posted publicly for US investors
on OurCrowd’s website as well as on social networks, email, and

through online and offline advertising and public meetings.”
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Title Il Impact

» Brings dramatic efficiencies to private capital
markets

» Geographically indiscriminate

» Creates frictionless access to deal flow for
Investors

» Creates frictionless access to investors for
businesses

Jonathan Sandlund | @jsandlund 11



Investment Crowdfunding

Jonathan Sandlund | @jsandlund
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the mechanism

Rewards-Based

CUSTOMERS
FAMILY FRIENDS
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the mechanism

INVESTORS
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the mechanism

INVESTORS
CUSTOMERS
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FRIENDS
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S0, .. Why IS Investme
crowdfunding sucnh a

Nt-based

OIg deal”
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rewards vs. equity

KICK

alln crowdcube.com

CircleUp

Median Fundraise

~$775,000
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Smallknot

CURRENT CAMPAIGNS

WE'RE OPENING

IT'6 A WOGRK IN PHOGH

BPUT WELL E OPEN
GPRING Zo14

e

NEW ENGLAND LONGBOARDS

DERRY | NH

Become part of New Hampshire's newest
Longboard Shop

$100 .- $10,000 1

AMOUNT INVESTED DAYS LEFT

YOGAWITHFRIENDS

ATLANTA | GA

Spreading the joy of yoga, one group of
friends and one mobile-location at a time.

——
$715 o $4,000 5
AMOUNT IKVESTED DAYS LEFT

\ \ ? |

BUNKERS HILLCONSTRUCTION

HARLEM | NY

We are moving to a Harlem based
incubator to continue construction projects
that matter to the community.

—
$1,220 .+ $10,000 2
AMOUNT NVESTED DAYSLEFT

DIG SOUTHEAST

PITTSBORO|NC

Creating local block from North Carolina
clay

—
$2,006 o $20,000 23
AMOUNT INVESTED DAYS LEFT

RHYTHM CONNECT

FAIRPORT | NY

(Fairport, NY) Local Music Store Drums Up
Deep Discounts and 'Noteworthy' Deals to
Fund Move & Expansion to Main St.

o
$687 o $20,000 3
AMOUNT INVESTED DAYS LEFT

KIMONO USA

ROSWELL| CGA

Cultivate the perfect venue for traditional
Japanese arts and crafts for local Japanese-
American artists when you fund our
project...

$0.,85,000 40

AMOUNT INVESTED DAYS LEFT
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The U.S. Market

@ thecrowdcafe

Jonathan Sandlund | @jsandlund 23




Platforms market segmentation

Investment Crowdfunding Platforms

Startups m Niche/Affinity

$AngelList bolstr# CircleUp

4 Mi rC
M MicroVentures mmm A
seedinvest Gillocalstake runorise  Funder

SPARKMARKET
&S- 24



Platforms market segmentation

1. Angellist
2. Gust

3. Seedups
4. MicroVentures
5. Seedinvest
6
7
8
9.
1

. FundersClub
. RockThePost
. WeFunder
Fundroom
0._FundersClub

* Accredited Platforms

-
2
3
4
5.
6
7
8
0.
1

SoMol.end

. Bolstr

. Fundable

. Localstake
Dealstruck

. LendingClub

. P2Blnvestor
. Raiseworks
Relayfund

0. Prosper

HealthFundr
VentureHealth
Poliwogg
HealthiosXchange
ExplorationFunder
Agfunder

Fquare
RealtyShares

. RealtyMoqul

10 RealCrowd
11.Groundbreaker
12.Crowdmason
13.Collaperty
14.CircleUp
15.ReturnOnChange
16.WeSparkt
17.Slated

18.Pave

19.Upstart
20.Alumnifunder

©ONSOTA~WN -

EarlyShares
EquityNet
ExemptCapitalNetwork
FlashFunders
|Ibankersdirect
ConfidentCrowd
99funding
IRAvest

. Crowdfunder

1 O FundAmerica
11.Axial Markets

Q°.°°.\‘.°’.0":'>.°°!\3.—‘
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http://www.angellist.com/
http://www.gust.com/
http://www.seedups.com/
http://www.microventures.com/
http://www.seedinvest.com/
http://www.thefundersclub.com/
http://www.rockthepost.com/
http://www.wefunder.com/
http://fundroom.com/
http://somolend.com/
http://www.bolstr.com/
http://fundable.com/
http://localstake.com/
http://dealstruck.com/
http://lendingclub.com/
http://p2bi.com/
http://raiseworks.com/
http://relayfund.com/
http://healthfundr.com/
http://venturehealth.com/
http://poliwogg.com/
http://healthiosxchange.com/
http://explorationfunder.com/
http://agfunder.com/
http://fquare.com/
http://realtyshares.com/
http://realtymogul.com/
http://www.realcrowd.com/
http://groundbreaker.co/
http://crowdmason.com/
http://collaperty.com/
http://circleup.com/
http://www.returnonchange.com/
http://wesparkt.com/
http://slated.com/
http://pave.com/
http://upstart.com/
http://www.alumnifunder.com/
http://earlyshares.com/
http://equitynet.com/
http://%20www.ecncap.com/
http://www.flashfunders.com/
http://ibankersdirect.com/
http://confidentcrowd.com/
http://99funding.com/
http://iravest.com/
http://crowdfunder.com/
http://www.fundamerica.com/
http://www.optimizecapitalmarkets.com/
http://axial.net/

Platforms market structures

The Curation Spectrum

Very High No
Curation High Moderate Curation

| | | |

P 3 Club EquityNet
<59 100%



Platforms business models

5 a4

Club 20% Carry

10% Success Fee + 10%

M MicroVentures
Carry

EQ\U”UNGTE $19 - $69 / month

* selected samples



The U.S. Market
Concluding thoughts. .

» |Investors Productization

» |nvestors Secondary markets

» Investors Portfolio management

» Businesses Ecosystem: one-stop shop for fundraising

» Businesses Optimization of the Cap Table (pre-funding)

» Businesses Optimization of Execution (post-funding)



Global Snapshot

@ thecrowdcafe

Jonathan Sandlund | @jsandlund 29
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Macro-Data: Selected Sample

@ alila crowdcube

Funding Circle

Equity Debt Equity
180 Deals 3,142 Deals 83 Deals
$132 Million $294 Million ~$26 Million

sé.a J SEEDRS  CircleUp

Equity Equity Equity
11 Deals 32 Deals 23 Deals
$954k $3.3 Million ~$25 Million

* Selected sample of platforms; as of 12/4/13 31




$300+ Million in Crowdfunded Security

Transactions...

300+ Equity

Placements
J
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The Disruption — Not If, But When

@ thecrowdcafe

Jonathan Sandlund | @jsandlund
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Investment Crowdfunding

Iwo mega-trends colliding

Technical
Disruption Crowd

Entrance of the internet

into private capital formation fundlng

process.

Cultural
Disruption

A desire to connect more
meaningfully with the
things we buy, the things
we do, and the things we
invest in.

34



Internet-driven Disruption

Travel

Retailing

Before

** :
=) ** travelocity

= amazon
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Nearly all service industries re-imagined by
the internet...

community housing jobs
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But not fundraising... yet
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A fundamentally more efficient @
capital formation process

@ Fundlng Clrcle

Better for bus s, better all round.

A Big UK Bank

1 6-12 weeks |

Source: http://www-core.nesta.org.uk/library/images/NestaBanks.jpg
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A fundamentally more efficient
capital formation process
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Technical Disruption @

Summed up... What it means...

v The first major change Y Processes moved online

in security law in 70+ ¢ Efficiencies realized

years; .
v Incumbents with

v Invites the internet INto  traditional cost structures
the capital formation obseleted

DroCess.
v New markets served



But it’s not just structural change
driving the disruption.

40



Chicago Booth: 13% of Americans trust the stock @
market

Chicago Booth Financial Trust Index
35

Distrust is pervasive

Stock Banks Mutual Large
Market Funds  Corporations

Wave 17 Results
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ittle alternative to public markets

iNndividua
people a

s empowered to invest in the the companies,

nd causes they believe In
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Where are we?

~enetraton

1ime

43



Thank You!

Jonathan Sandlund
@jsandlund

@thecrowdcafe Jonathan Sandlund j@thecrowdcafe.com
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