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Who Are We?
How Do We Help?




Why Do We Exist?

» Small Business is a foundation to our Economy

» Generates more than 50% of non-farm GDP

» Employs half of all private sector employees

» Generated 60 — 80% of all new jobs 1n the last decade.




U.S. Small Business Administration Mission

» “... The SBA helps Americans start, build and grow
businesses.”
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U.S. Small Business Administration Mission

» “... The SBA helps Americans start, build and grow
businesses.”

» “...through an extensive network of field offices and
partnerships with public and private organizations...”

» *“...to aid, counsel, assist and protect the interests of small
business concerns...”

» “...to preserve free competitive enterprise and to maintain and
strengthen the overall economy of our nation.”

» “...small business is critical to our economic recovery and
strength, to building America's future, and to helping the
United States compete...”




SBA’s “Three Cs”

» To Oklahoma’s small businesses we provide:
1. Access to Capital
2. Sources for Counseling

3. Government Contracting and Business Development
Solutions




Focus on Capital




SBA Traditional Lending Process
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How Does It Work?

» SBA is a guarantor of loans made by banks and other
institutions

» Up to 90% guarantees

» SBA does not offer grants to
start or grow small businesses

» Lender list on sba.gov/ok
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Most Common SBA Loans

Number of Loans Dollar Size of Loans

1|Full & Limitied Senice Restaurants 1|Hotels & Motels
2|Child Day Care Senvices 2|Full & Limitied Senice Restaurants
3|Hotels & Motels 3|Dentists
4|Dentists 4|Gas Stations with Convenience
5|Gas Stations with Convenience 5|Car Washes
6|Auto Repair 6|Child Day Care Senvices
/|Beauty Salon /|Dry Cleaning
8|Convenience Stores 8|Conwvenience Stores
9|Fitness Centers 9|Machine Shops

10| Chiropracters 10|Auto Repair




SBA Loan Types

504 Loans 7(a) Loans

Working capital,fixed assets, refinance (if 10%

Use this for: |Fixed assets and related soft costs only X
cash flow savings).

Amounts: [$5 millionin many cases. $5 million maximum loan size.
Guarantee: |90% on SBA portion 50% - 90% depending on specific loan
Term: 10 or 20 years only. 25 years max fixed assets.

|0 years max on working capital.

Net worth below $15.0 million and net
income for previous 2 years less than $5.0 |Either on number of employees or annual
million average (no sales or employee sales (determined by industry).

limitation)

Eligibility:

Fixed monthly by open market debenture  |2.75% above prime interest rate or and

Interest Rate: .
sale on Wall Street. usually variable

Funding comes from the Lender. SBA provides

Participants: (CDC, Lender, and the SBA. guaranty (up to 85%).

2.65%,.0.5% of |st Mortgage amount to 2% SBA guaranty fee on loanup to $150,000.

Fees:
ees SBA. Up to 3.75% on higher amounts.

Economic |One job per $65,000 of debenture. One job

N i ]
Impact:  |per $100,000 for small manufacturers. © requirement




SBA Lending in FY 2012

» 235 OK banks approved for SBA lending; 75 OK banks actively lending
» 454 Loans for$186.5M -or, per week- ~8.7 worth $3.6M
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TOP LENDERS

BancFirst

Arvest Bank

JPMorgan Chase Bank,N.A.
Security Bank

First Oklahoma Bank
MidFirst Bank

Great Plains National Bank
First Bank & Trust Co.

RCB Bank

Bank of Hydro

CDCGCs

Rural Enterprises of Oklahoma, Inc.
Small Business Capital Corp.
MetroArea Development Corp.

Tulsa Economic Development Corp.

Loans
76
45
24
23
21
|4

8

8
7
6

21
16
12
9

Total Value
$26,688,400
$10,147,400
$ 1,669,000
$ 9,275,300
$13,088,100
$ 1,697,200
$ 2,187,900
$ 816,700
$ 1,803,500
$ 3,909,895

$ 9,852,000
$ 9,715,000
$ 5,168,000
$ 3,811,000

Average Value

$ 351,163
$ 225,498
$ 69,542
$ 403,274
$ 623,243
$ 121,229
$ 273,488
$ 102,088
$ 257,643
$ 651,649

$ 469,143
$ 607,188
$ 430,667
$ 423,444

SBA(



SBA Lending since 2009

FY Number Dollars

Average

FYO09 $ 134,881,088 |$ 260,388
FY10 $ 174,432,975 |$ 290,722
FY1l $ 261,256,900 |$ 459,151
FY12 $ 186,501,500 |$ 410,796
Average Loan Value

$500,000
$400,000 //\
$300,000 i —
$200,000
$100,000

$_

FYO09 FYI10 FYI1 FY12
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Number of Loans

700
600

500 — —\
400 o~
300
200
100
FY09 FY10 FYI 1 FY12
DollarValue of Loans
$300,000,000
$250,000,000 /A\
$200,000,000 / NG
$150,000,000 -
$100,000,000
$50,000,000
$-
FY09 FY10 FYI11 FY12
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But what if you don’t qualify?
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We want Small Business to succeed!
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Non-Traditional Sources of Capital

I.  Corporate Philanthropy (‘ish)

N

Business Plan Competitions
Angel & Venture Capital

State Lending & Grants

Federal Lending

Federal Grants

“Cash Flow” / Factor Financing

Crowd Funding

0 © N o U1 A~ W

Crowd Funding with Crowd Sourcing
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Disclaimer

Neither the SBA nor Tim Jeffcoat specifically
endorse the sources of capital in this presentation.

Tim Jeffcoat is not an expert on anything in this
presentation, but has the weird hobby of collecting
sources of capital

Consume contents at your own risk.

All imformation is publicly available to anyone that
knows how to use Google or read a periodical.




Corporate Philanthropy (“ish)




Samuel Adams

Sam Adams will distribute up to a
million dollars in micro-loans
through its Brewing the American
Dream program which lends $500
- $25,000 to food, beverage, and
hospitality entrepreneurs.
http://www.samueladams.com/btad

/index.aspx.
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How the Program Works

Samuel Adams and ACCION have partnered to help food,
beverage and hospitality small business owners in New
England, New York City, Ohio, the Lehigh Valley of
Pennsylvania as well as small brewers nationwide with the
tools they need to help their businesses succeed.

Small business loans from $500-$25,000: Food and beverage
small business owners can get the capital needed to expand or
start a business, purchase inventory or equipment, market a
business, pay licensing fees, and more! Learn more.

Financial and business education seminars: Through free
seminars, ACCION and The Boston Beer Company give top-line
guidance, answer questions and help solve small business

challenges.

Speed coaching events: Small business owners can meet with
The Boston Beer Company's employees to gain customized
business advice on a range of topics: marketing, distribution,
accounting, and more.

A pillar of the program is Boston Beer's initial $250,000 commitment to establish the Samuel Adams
Brewing the American Dream Micro-Loan Fund at ACCION. This fund will provide much needed capital
that is often out of reach to lower and moderate income small business owners whose businesses
would not be approved for a bank loan.




Starbucks Create Jobs for USA program

» Starbucks teamed with Opportunity Finance Network®

» The program was seeded with a $5 million contribution from
the Starbucks Foundation.

» Donations will be accepted at company-operated U.S.
Starbucks stores and online at createjobsforUSA.org. For
donations of $5 or more, donors will receive an American-
made “Indivisible” wristband.

» Select Community Development Financial Institutions
(CDFIs) will receive grants.

» The CDFIs will provide loans to underserved community
businesses, which include small businesses, microenterprises,
nonprofit organizations, commercial real estate, and affordable
housing.

— —
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Finding and financing opportunities that others miss.™
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. Opportunity Finance Network® (OFN) is the national network of
CDFI Success Stories Community Development Financial Institutions (COFls)}—private
financial institutions that are 100% dedicated to delivering
responsible, affordable lending to help low-income, low-wealth, and

ElFind a CDFI other disadvantaged people and communities join the economic

mainstream. Learn more about us.
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Business Plan Competitions




Oklahoma...

Experimental Program to Stimulate Competitive Research
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National... (bizplancompetitions.com)

Competitions Map

Thia map shows lecalions of Business plan compslifona baasd on whene theirinal
Recently Added presemaaons 180 plsce. View Large V. Piess mels Thal O-linelvslas compethons da

F3E SPQEAT o0 Tad Mg You C30 3150 Bnd LoMpeRbens By uSing our Ldmpetitons Calendl
Lﬁlmwlmpmpmm of CompeiBions List & Diafasass w
51 Fewards Buminpee Pian Compsi@en

The Amating Grirmpranaur Dusinsss Plan {10 —Jg.
Compaition 2073 = = e Evant Alons
Chapman Unresisfty Busndss Plan O ! ' T a
Competion 2013 (e R R S L
: s AE ! e
frch Granks 1= D - stay Connected
PEE Pyl | £ALFROLE — R,
: Evant Llarz

Latest Updates Contact Us

Oet e el 4 WAYS TO KICH- Submit an Event

10 BTART VOUR SO0 DRAHDING Hewsleter Signup
STRMEGY Submit Winners
Dec IS0 The One-Minte

07 Changs That Wil Transtoms Yeur hﬂ
Ciompany
‘Doc [T oA 10 5ET YOUR

B8 WEW HIRE LP FOR SLCCESS THE Compelition
b 7 Resaurces

Do I 1 KEY PONMTERS

U5 FOR FIRET-TRAE
CHTRCMRErDLRS

b 27



Angel & Venture Capital




Assorted VC/AC

Oklahoma Venture Forum (OVF):

A non-profit group organized in Oklahoma City to encourage and promote economic and small business
developmentthrough private enterprise. The Forum,formed in 1987,provides a means for investors,
entrepreneurs and others to exchange experiences and ideas through discussions and studies of venture
investing,and the developmentand growth of new and existing small businesses. The OVF provides the setting
at monthly luncheons held on the second VWednesday of each month, September through June. Membership in
the OklahomaVenture Forum is open to anyone dedicated to fostering growth of new and existing business
venturesin Oklahoma.

» www.ovf.org

Small Business Investment Companies (SBICs):

Licensed and regulated by the SBA,SBICs are privately owned and managed investment firms that make capital
investments in small businesses. They use their own funds plus funds obtained at favorable rates with an SBA
guarantee and/or by selling their preferred stock to the SBA. There are two types of SBICs. One invests in
small businesses owned by entrepreneurs who are socially or economically disadvantaged, primarily members
of minority groups.The other provides funding for all types of manufacturingand service industries. Some
investment companies specialize in certain fields, while others seek out small businesses with new products or
services because of strong growth potential.

» http://www.sba.gov/content/all-sbic-licensees-state#Oklahoma
» Currently:
» Council Oak Investment Corporation




Assorted VC/AC

MetaFund:

Oklahoma-based MetaFund makes loans and investments in financially viable
projects and companies that provide jobs, housing,or other direct benefits to
underserved people or distressed places throughout Oklahoma. MetaFund
has 22 investors, including 20 Oklahoma banks,and has more than 100 non-
profit and government-related partners. MetaFundis able to invest in both
start-ups as well as entities in a more mature life cycle phase.

» www.metafund.org

Oklahoma - Small Corporate Offering Registration (SCOR):

A securities offering program available to small corporations and limited
liability companies,intended to assure that the terms and structure of the
offering are fair to investors. In particular, those standards require the
promoters of the company to share its potential risks and rewards fairly with
public investors.

» www.securities.state.ok.us/




VC - Miscellaneous

Oklahoma Capital Investment Board (OCIB):

Through its venture capital program the board supports investments in private, professionally
managed venture capital firms that will commit to building an enduring presence within the state.
Through its Capital Access Program the board provides credit insurance to banks to help them
make loans to Oklahoma businesses that might not otherwise be made. The OCIB manages a
$100 million resource for the state. Among the investments ineligible for OCIB funds are oil and
gas exploration, production and processing, real estate raw land and speculation, and agricultural
production.

» www.ocib.org

Oklahoma Seed Capital Fund (i2E ):

Provides seed and start-up stage equity financing to small, technology-based Oklahoma
companies. The Seed Capital Fund looks and operates like a conventional venture fund with the
specific goal of furthering economic activity and success in the state by bridging the early stage
funding gap between personal sources and traditional sources of venture capital. The Seed
Capital Fund seeks and accepts private investment which may offer state tax incentives and
benefits. To be eligible for the Oklahoma Seed Capital Fund,an entrepreneur must be at the seed
or early development stage of commercializing an advanced technology. Usually $250,000 to
$700,000 per year in rounds of up to $I million.

» www.i2e.org




vFinance.com

Directory of Venture and Angel firms

vFinance, Inc.
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State Lending & Grants




Oklahoma Industrial Finance Authority

» Financing for real estate and equipment.

» Its primary purpose is to assist industrial development in the state
by increasing employment.

» Both tax-exempt and taxable financing available for most types of
industries, including manufacturing, agriculture processing, and
certain mining or recreational/tourism facilities.

» * $5 million limit (?)

* Fixed asset collateral (land, buildings and equipment)
* Up to | 5-year term

* Fixed rate terms

* Loan recipient can be private or public entity

* Expansions or relocations

* Bank participation encouraged

* Below market rates for tax-exempt qualified projects

» http://www.ok.gov/osfdocs/budget/bb96-370.html




Oklahoma Linked Deposit Loan Programs

4

4

>

For farmers and ranchers or alternative ag products
operations who are residents of and whose business is located

in Oklahoma

Gross income from farming must have been 60% or more in at
least one out of the two previous tax years.

The consolidated debt-to-asset ratio must be at least 55%.

Must be for the purpose of operating the business or for
refinancing loans made to operate the business.

Maximum of $2M

The loans are funded through the placement of certificates of
deposit at the participating financial institution, which bear
interest rates of up to three percent below the standard rate.
In effect, these savings are "passed on" to the borrowers
participating in the program.

http://www.ok.gov/treasurer/~sto/rblink.html




Oklahoma Agriculture Enhancement & Diversification
Program (OAEDP)

»

»
»

Designed to develop or improve uses for agricultural products, expand the state's production
of value-added products and to encourage diversified farming. Interest free loans and grants
are available through four program areas:

I. Marketing Utilization Loan - domestic or foreign marketing plans for Oklahoma agricultural
products,by-products,or new or better uses for existing agricultural products.

2. Cooperative Marketing Loan - entities or individuals wishing to work together to develop or
establish production,processing or marketing of agricultural products.

3. Basic & Applied Research Loan/Grant - For business creation, expansion or research which shall
likely lead to a marketable agricultural product.

4. Farm Diversification Grant - diversification of existing family farms or ranches to nontraditional

crops, livestock, or on-farm value-added processing of agricultural commodities.

Funds are provided as zero-interest loans. Repayment of loans in the amount of $20,000 or
less shall begin three years from the date funds are initially issued to the borrower and shall
be completed in three years. Repayment of loans in an amount over $20,000 begin three years
from the date funds are initially issued to the borrower and be completed in five years.

Applicants are required to conduct a | 5-minute oral presentation to the board of directors.

http://www.ag.ok.gov/mktdev/aedp.htm




Specialty Crop Block Grant

» $384,159 available

» Specialty crops are fruits, vegetables, tree nuts, dried fruits, horticulture, and nursery
crops (including floriculture).

» Must enhance the competitiveness of specialty crops in either domestic or foreign
markets and must provide a benefit to more than just the applicant.

» Evaluated on how well they enhance the competitiveness of Idaho’s specialty crops,
soundness and quality of the project plan, measurable outcomes and return on
investment.

» Grant funds will not be awarded for projects that solely benefit a particular
commercial product or provide a profit to a single organization, institution, or
individual. Single organizations, institutions, and individuals are encouraged to
participate as project partners.

» February, 2012 Announce grant opportunity and publish request for proposals.
» April 20,2012 Submission deadline for proposals.

» May 2012 Proposals evaluated and selected for inclusion in Oklahoma’s State Plan to
USDA.

» June 28,2012 Submit Oklahoma’s State Plan to USDA.
» October 2012 Award announcement from USDA

» http://www.ag.ok.gov/mktdev/scg.htm




‘Other’ Federal Lending




Department of Interior

Bureau of Indian Affairs Loan Guaranty Fund
http://www.bia.gov/WhoWeAre/AS-IA/IEED/LoanProgram/index.htm

4

Guaranteed/insured of up to 90% to:

» Federally Recognized Indian Tribal Governments
» Native American Organizations

» individual American Indians

Financing is from private sources to promote business development initiatives on or
near Federally Recognized Indian Reservations,and provide economic development.

For commercial, industrial, agricultural, or business activities organized for profit.

Loan guarantees to private lenders only if funds would otherwise be unavailable to
the borrower.

Applicant must be at least 51% Indian owned and actively managed.

Borrower must have 20% equity. Limited 30-year terms. $2,500 to $500,000 for
individuals and tribal enterprises $10,000 to $7 million for qualified Tribal
Governments and Native American Organizations




Department of Agriculture

» Rural Business and Industry Guaranteed Loans
Loans aimed at improving economic and environmental
climate in rural communities. Funds may be used for
buying a business to keep it from closing; purchasing land,
buildings, machinery or equipment;and related activities.

» Socially Disadvantaged Farmers and Ranchers

Makes and guarantees loans to approved socially
disadvantaged applicants to buy and operate family-size

farms and ranches.




Small Business Administration

» Employee Trusts

The Employee Trusts program is designed to provide financial
assistance to Employee Stock Ownership Plans. The SBA can
assist qualified employee trusts that meet the requirements
and conditions for an Employee Stock Ownership Plan (ESOP)
as prescribed in all applicable IRS, Treasury, and Department of
Labor regulations.Your small business must provide all the
funds needed to collaterize and repay the loan.

» Military Reservists Economic Injury Loans
The Military Reservist Economic Injury Disaster Loan program
(MREIDL) provides funds to help an eligible small business
meet ordinary and necessary operating expenses that it could
have met, but is unable to meet, because an essential employee
was called-up to active duty in their role as a military reservist.

SBA(



Specifically for Export

» Export-Import Bank of the United States
Working Capital Guarantee Program

Ex-lm Bank provides a guarantee on working capital loans
provided by commercial lenders to help extend short-term
loans to small- and medium-size businesses for their export
funding needs. This resource includes information on eligibility
and a list of participating lenders.

» Overseas Private Investment Corporation
Small and Medium Enterprise Financing Program
For companies with annual revenues under $250,000, this
program provides medium- to long-term funding through
direct loans and loan guarantees to eligible investment projects
in developing countries and emerging markets.

— —



Federal Grants
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Dept. of Housing & Urban Dev

» Single-Room Occupancy (SRO) Program
The Single Room Occupancy (SRO) Program provides
rental assistance for applicable properties that will, when
the renovations are complete, contain upgraded single
occupancy units for individuals who are homeless.

» Supportive Housing Program
Awarded through a national competition held annually as
part of a local Continuum of Care strategy. It is for the
development of housing and supportive services to assist
homeless persons in the transition from homelessness.
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Department of Justice

» Disability Grant Program
Training, consultation, and information on domestic violence, dating
violence, stalking, and sexual assault against individuals with
disabilities and enhance direct services to such individuals. By
statute, eligible applicants include states; units of local government;
Indian tribal governments or tribal organizations; and non profit and
non-governmental victim services organizations, such as a state
domestic violence or sexual assault coalitions or nonprofit,
nongovernmental organization serving disabled individuals.

Transitional Housing Assistance Program

Programs that provide assistance to victims of domestic violence,
dating violence, sexual assault, and stalking who are in need of
transitional housing, short-term housing assistance, and related
support services, including counseling, support groups, safety
planning, and advocacy services as well as practical services such as
licensed child care, employment services, transportation vouchers,
telephones, and referrals to other agencies.

SBA(



Cash Flow / “Factor’ Financing




AmeriMerchant.com

AmeriMerchant
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v ACCESS % 55 000 - $1.000 000 paf locabon MAaBAg PMieles Aviiatie
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KABBAGE.com for online merchants

Ldhy FabEadage !

P Kabbage

Funding For Your Online Business

Makes Growing Your Online Business Easier!
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Fast Flexible Funding Af Your
Fingertips
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Money When You Need It For
What you Meed 12
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Exampie 1 Example 2 Example 3 Example 4

T sy

Baby Toy Bonanza

Kaze takes a $2,000 Kabbage advance to buy toy immvemory

Kate's Payment Schedule

Month Month Memth Monm Manih Maonth Do
o
1 2 3 “4 5 8
G0, QD QD .0 O QD
Advence xR e e e
$129.34 S S5 S Saam S
$100 $100 20 20 20 £20
Gont
5% 5% 1 1% 1% 1%
| Arvarce ' AR 223 ¥ A B ¥ AN ! ALY
Nonthly
Anount  S43334 S43334 2 S§35333 §353.33 $35333 $35333
Do
Aemaining
Halwxce
Total D00 agvnce $2,000 Cost $280 T Temi D $2,280

5 Outcome: Kate makes $2,800 in prosits off the sale of her toy inventory using her
y Kabbage funds **

Advande LUt 55.000
Avo Monehly Revere: 54,600
Creds Quabty M‘um



American Express Merchant Financing

I L MY ACCOUNT S CARDS Y TRAVEL Q) aewaros I susaess

EXDreSS Merchant Financin

About the Program Explore Financing Options

fore we get our custemer
ordersand speed upthe delivery.

It really helps us.”

&
Al

Learn Wore Aboot Woothly | mandmg

Introducing Express Merchant Financing, a new

{0 access cash that's simple from start to finis

o Cash financing within 3 business days of enroliment
» Competitive pricing with no hidden fees

« Business financing with no personal guarantee

Are You Eligible?

B Usted Steten (Thange Country  Condact e

1-855-298-1209

or Schedule a Call

My Account

Monthly Financing

¥ a0risd Dhatodio Bors
Casa Def Baance
Mow wore, N shares
Pus Monidy Finanong
Suttens Sary

Leamn More

"4

Annual Financing




AmEx News Article Extract (wsj)

» His credit card processor offered $| million if he would
pay back $1.15 million by giving up 8% of every
customer'sVisa and Mastercard payment.

» "When | looked at it, | said, 'It's loan shark money," “.

» American Express offered him $750,000 at a 6%
annualized interest rate. He said 10% of every payment
customers make with an American Express card goes to
pay down the $795,000 bill. Unlike a bank loan, however,
the full amount must be paid back by year's end or
American Express will claim all of every future credit card
receipt.

— —



Crowd Funding
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Crowdfund



The Premise

A Little Money

A Lot of People

By pooling small contributions
of money...

..from groups of people who
share common interests...

The Power of Crowdfunding

...everyone has the power to
achieve financial goals!




Two Kinds of Crowd Funding

» Donation / Reward

» EXxists now

» Investment

» Coming soon to a website near you




Donation / Reward
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KICKETARTER
%t indiegogo

Get investment and retain
control

Can only repay with gifts (not
equity)

Restrictions on amount of
‘investment’

Big investments require
chartered investors

Maximum of 500 investors

Legal questions - Investors
Beware!!




What's an Accredited Investor?

» Natural person with a net worth of at least $| million;

» Natural person with income exceeding $200,000 in each of the two most recent
years or joint income with a spouse exceeding $300,000 for those years and a
reasonable expectation of the same income level in the currentyear;

» Bank, insurance company, registered investment company, business development
company,or small business investment company;

» Employee benefit plan, within the meaning of the Employee Retirement Income
Security Act, if a bank, insurance company, or registered investment adviser makes
the investment decisions, or if the plan has total assets in excess of $5 million;

» Charitable organization, corporation or partnership with assets exceeding $5
million;

» Director,executive officer, or general partner of the company selling the securities;

» Business in which all the equity owners are accredited investors;

» Trust with assets of at least $5 million, not formed to acquire the securities offered,
and whose purchases are directed by a sophisticated person.

3 SBA




Investment

» What s it?
» Enabled by JOBS Act

» Allows entrepreneurs to raise up

to $2M
» Who Can Invest!?
» Anyone
With limitations...
» When!?
» Wiaiting on SEC and FINRA — Q2
2013 is likely

FUNDER

LAUNCHT

ﬂ.wweswuin
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iiij fundinglaunchpad
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JOBS Act

([umpstart Our Business Startups)

» For the borrower:

» Raise up to $2M

Up to $100K does not require financials
$101K-$500K “reviewed’ financials

Over $500K audited financials
» Up to 2,000 investors

» For the mvestor:
» If net worth <$100K; up to 5% of annual income
» If net worth >$100K; up to 10% capped at $100K

» For both:
» Refined legal / liability situation
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Basic Investment Crowdfunding

Entrepreneur posts business plan and Equity Offer on registered
investment crowdfunding Portal for limited time.

Crowd sees Offer on Portal and evaluates it.

Crowd pledges to invest in Offer (funds transfer to Escrow Agent).

If Offer is fully pledged in time, funds are transferred to Entrepreneur
(less fees for Portal, etc.) If not fully pledged in time, Escrow Agent
returns pledged funds to Crowd.

Entrepreneur transfers stock to Crowd through a Transfer Agent.
Entrepreneur continues to report to Crowd Shareholders.
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International
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Growing rapidly...

2009

Crowdfunding Revenue By Segment
(Millions of Dollars)

2010 2011 2012 (Est) 2013 (Est.)

M Equity-Based (168% CAGR) M P2P Lending (80% CAGR)
= Donation-Based (444% CAGR) ®m Microloans (48% CAGR)

516,615

2014 (Est.)

uuuuuuu

fundinglaunchpad.com

SBA(



Analysis

Pros

< Democratization of Capital
< True Opportunities for New Financing and
Growth Financing
Start-ups
Small Businesses
Middle-Market Companies

Large Companies (for a type of non-
control micro funding (contract bound?)

Employee Start-Ups (and/or customer or
supplier start-ups or entities)

Potential for Fraud
Unregulated donation crowdfunding

“Daylight effect” of the Internet

Potential for poor strategies, executions
and outcomes

Answering to others as a fiduciary (or not)
No assurance of raising money

Social and potential liability cost if
unsuccessful




Some Negatives

» With equity investment a business usually gets copious
advice and a network of contacts via the investor.

» Not so with Crowd Funding

» Crowd Funding for equity investment means a large
number of “equity partners”. Per WY§J:
» Brad Carrick, 36, raised $22,000 on crowd-funding site

IndieGoGo.com,to launch Solz Inc.,a specialty shoe maker
based in San Francisco.

» Contributors put up as little as $33 each and received a pair of
shoes in return.

» "If | had 200 more investors who were all shareholders, no
matter how small,| would be really concerned about scaring
off angel investors or venture capital investors down the road."

3 SBA



An Analysis

» Who should take advantage of Crowd Funding!?

» Startups looking for funding but are having a hard time finding
investmentor credit

» Non-accredited investors who are looking for alternative
investments
» Hot young startups

i.e. Twitter or Square or YELP! You no longer have to go public once
you reach 500 shareholders — it is now 1,000.

any company less than $ 1 billion in revenue will have fewer
restrictions on going public.

Lastly, the limit of “Regulation A” offerings (aka “baby IPOs’) will be
raised $5 Million to $50 Million.

— —



T TechCrunch HOME STARTUPS MOBILE GADGETS EUROPE VIDEO MORE SEARCH

?;mmem GOT A TIP? TELL US.

EiLke 247
T
M Tweet 254 Shale 123

How The Pebble Smart Watch Hit $2
Million On Kickstarter [Q&A]

E JORDAN CROOK %=

Friday, April 13th, 2012 13Comments

The Pebble smart watch — a clever little device
that connects fo your iPhone or Android device
and. oddly enough, tells the time —was a twinkle
in the eye of founder Eric Migicovsky just a few
weeks ago. Now the product has reached 32

millicn in funding. And if that weren't enough. UPCOMING EVENTS
InPulse, the company that makes the Pebble,

only ever asked for $100.000 over the course of 05/19/12 Disrupt Hackathon 2012
the entire project. New York City

It's not only a testament to the watch itself. which
from what I've seen is pretty damn cool, but a 05121112
testament to the power of Kickstarier and crowd-funding in general

Disrupt NY 2012
Mew York City

We decided to have a little chat with Mr. Migicovsky to figure out how this incredible success story
came to be Here's what we learned

Disrupt SF 2012

st 2an Francisco, CA

TechCrunch: Tell us about the team. Who are you guys and how did you come together on this?

Eric Migicovsky: The core of the team is from the University of Walterloo. | studied system design
engineering there

v | 2 = /420



... and more...

Berit New York

» Berit New York is a New York City based fashion and design company.VWWhen the
owner was selected as one of a handful of independent designers to show their
collections at London fashion week, she used crowd funding to raise the $5K she
needed for travel, fees, and supplies.

Openlindie

» Openlndieis a business that gives independent filmmakers an alternative method
of film distribution.Through a month-long crowd funding campaign,the owners
wereable to raise $12,400 to launch the company,generate pressinterest,and
create a built-in audience for their site.

My Football Club

» Instead of being owned by a few wealthy individuals, England's Ebbsfleet United
soccer team is owned by thousands of people who each contribute small amounts
annually.In return for their investments,members vote on key management
decisions like the budget, player deals, supplier contracts, and even the manager's
contract.




Crowd Funding with Crowd Sourcing




Quirky.com (1 of 3)

The casiest way
to bring your =
ideas to life. WATCH

OUR
MANIFESTO
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Have a great product idea?




»
u ' You ” Community * Quirky

------------------------------------------------------------------------

Larned iInfluence

A Socially Developed Product™

Only Commuanity Only Guirky Quirky * Commuanity

re~submit idea (optional)

D

atf

Iddea Submission

Community Curation

Product Evaluation

Social Sales

Direct Sales '

Retall » Intormational Salu)

The Quirky Process

Manufacturing

Greon Light

Recelve Market Data

o/

Research

Coslgn

Branding
 S—

Engineering * Finalization

S

Market Research
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Invwenging # L] | ] Communrity Curation
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= Brarmdng

Howr doas i work?

Hera's the breakdown;

Influence is a2 real-time measurs of yaur comributiens 1o a Fl'ﬂjlﬂ_
¥ou cin &arn Pflusnce el by submiling & winning idea, or by suppading and refining Bial ides

So how does it all work?
Think of the Culnicy ifuancs snging as a comphcied, svoling recipe, made up of many diferen
Ingrodients The ingredisnis a0 jFoUr confribuSon:s o the sibe, which incigge

Submitting 3 winding ocud idea
Submmilling & wanning béea in ancther prajed
Walsag fer & winming |dea
Ralneg the mafenly of deds in a preded mlualen round
Paficealing in & seodud] repeaich picjed
il rmare:

B of Mg e 000 inAuGnoe M Bnal geddu In vandus wars and Can Sam you 3 perddntage of e paolies,

Calculate the benefits of influence

10000 | = numbet of oeils solg
20 = aEn0e prcs poruna 5
40 = your oversll nfuence (%)
I0 | =% ofunis sold retad

10 | &% of unis soid wholesale

$12800.00

Easy Manay
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product game, we haee 3 Bife story for you
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Have You Helped A Small Business Today?






