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Scott M. Andersen, Principal, finLawyer.com (Andersen, PC), New York, New York
George S. Georgiades, Esq., Georgiades & Associates, New York

Jillian Sidoti, Esq., Trowbridge Sidoti, Murieta, Calif.

The audio portion of the conference may be accessed via the telephone or by using your computer's
speakers. Please refer to the instructions emailed to registrants for additional information. If you
have any questions, please contact Customer Service at 1-800-926-7926 ext. 10.



Tips for Optimal Quality FOR LIVE EVENT ONLY

Sound Quality

If you are listening via your computer speakers, please note that the quality
of your sound will vary depending on the speed and quality of your internet
connection.

If the sound quality is not satisfactory, you may listen via the phone: dial
1-888-450-9970 and enter your PIN when prompted. Otherwise, please
send us a chat or e-mail sound@straffordpub.com immediately so we can
address the problem.

If you dialed in and have any difficulties during the call, press *0 for assistance.

Viewing Quality
To maximize your screen, press the F11 key on your keyboard. To exit full screen,
press the F11 key again.
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Continuing Education Credits FOR LIVE EVENT ONLY

In order for us to process your continuing education credit, you must confirm your
participation in this webinar by completing and submitting the Attendance
Affirmation/Evaluation after the webinar.

A link to the Attendance Affirmation/Evaluation will be in the thank you email
that you will receive immediately following the program.

For additional information about continuing education, call us at 1-800-926-7926
ext. 35.
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Prog ram Materials FOR LIVE EVENT ONLY

If you have not printed the conference materials for this program, please
complete the following steps:

A Click on the ~ symbol next to o0Conferenc
hand column on your screen.

A Click on the tab | abeled OHandoutso that
PDF of the slides for today's program.

A Double click on the PDF and a separate page will open.

T

Print the slides by clicking on the printer icon.
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AltFinE sq

Georgiades & Associate

Georgiades & Associates (www.AltFinEsg.com) is securities law firm based in New York focusing its practice on
alternative financetransactions, including Crowdfunding, Regulation A+ and online private placements. We
routinely advise start-ups, investmentadvisors, funding platforms and broker-dealers in the United States and
abroad on private and public capital formation transactions and regulatory compliance. We distinguish
ourselves from other practitioners on the basis of our ability to be part of the establishment of new securities
programs, like Crowdfunding, where the Firm's professionals have made meaningful contributions.

Since 2010, Mr. Georgiades has been actively advising online funding platforms (debt/market place lending,
equity, reward, donation and royalty) across the United States and internationally on all aspects of platform
formation, design and regulatory compliance. He has served as legal counsel to several of the leading venture-
backed funding platforms (real estate and venture capital)in the United States and continues to represent
funding portals (Title Il JOBS Act) and crowdfunding portals (Title 11l JOBS Act) nationallyandinternationally.
Georgiades & Associatesis proud to have severed as legal counsel to the first non-resident (Hong Kong)
crowdfunding portal registered with the SEC and FINRA.

1345 Avenue of the Americas, 2nd FI.

New York, NY 10105

Tel: (212) 256-1826

Email: George@AltFinEsg.com

LinkedIn: www.linkedin.com/in/ggeorgiades
Web: www.AltFinEsg.com



Broker-Dealer Registration

Section 3(4) of the Securities Exchange Act defines "broker" broadly as any person engaged in the business of
effecting transactionsin securities for the account of others.

In order to determine whether any of these individuals{or any other person or business) is a broker, we look at
the activities that the person or business actually performs. You can find analyses of various activitiesin the
decisionsof federal courts and our own no-action and interpretive letters. Here are some of the questions that
you should ask to determine whether you are acting as a broker:

L]

L]

L]

Do you participate in important parts of a securities transaction, including solicitation, negotiation, or
execution of the transaction?

Does your compensation for participationin the transaction depend upon, oris it related to, the cutcome or
size of the transaction or deal? Do you receive trailing commissions, such as 12b-1 fees? Do you receive any
othertransaction-related compensation?

Are you otherwise engaged in the business of effecting or facilitating securities transactions?

Do you handle the securities or funds of others in connection with securities transactions?

A "yes" answer to any of these questionsindicatesthat you may need to register as a broker.

Source: https://www.sec.gov/divisions/marketreg/bdguide.htm




A Few Observations in the Private Fund Space
David W. Blass, Chief Counsel, Division of Trading and Markets

Inorder to hell%private fund advisers think through this a little more, and to give some specific examples, |

thought!| wou

run through some questions private fund advisers might want to ask themselves with respect

to activities or services that they may perform. Determining whether a person is a broker-dealer can be fairly
factintensive and these questions are the types we ask ourselves when making that kind of determination. For
example, the adviser might want to consider the following:

L]

How does the adviser solicit and retain investors? | recommend some thinking go into the duties and
responsibilities of personnel performing such solicitation or marketing efforts. Thisis an important
consideration because a dedicated sales force of employees working within a “marketing” department may
strongly indicatesthat they are in the business of effecting transactionsin the private fund, regardless of
how the personnel are compensated.

Do employees who solicit investors have other responsibilities? If so, consider what those responsibilitiesare
(i.e., are the primary functions of these employees to solicit investors).

How are personnel who solicitinvestors for a private fund compensated? Do those individualsreceive
bonuses or other types of compensation that is linked to successful investments? As previouslynoted, a
critical element to determiningwhether one is required to register as a broker-dealeris the existence of
transaction-based compensation.

Do you charge a transaction fee in connection with a securities transaction? In addition to considering
compensation of employees, advisers also need to consider the fees they charge and in what way, if any,
they are linked to a security transaction[...].

Source: https://www.sec.gov/News/Speech/Detail/Speech/1365171515178



The “Issuer Exemption” (Rule 3a4-1)

Theissuer exemption, found in Rule 3a4-1 of the Securities Exchange Act provides a nonexclusive safe harbor for
Bersons associated with certain issuers to participatein the sale of anissuer’s securities without registering as a
roker. Generally, associated persons of the issuer will not be deemed a broker if, among other things, such person:

* |s not compensated by payment of commissions or other remuneration based on securities transactions;

* |snotassociated with a broker-dealer; and

* Limitssales activities either (1) to one offering per 12 month period and performs other substantial duties,

(2) to soliciting only certain financial institutionsor (3) to passive or clerical duties not involvingsolicitation
of investors.

“Associate Persons”
The term associated person of anissuer means any natural person who is a partner, officer, director, or employee
of:

* Theissuer;

* Acorporate general partner of a limited partnership thatis the issuer;

* Acompany or partnership that controls, is controlled by, or is under common control with, the issuer; or

* Aninvestment adviserregistered under the Investment Advisers Act of 1940 to an investmentcompany
registered under the Investment Company Act of 1940 which is the issuer.



Preliminary Requirements

There are three preliminary requirements that must be met to rely on the Rule 3a4-1 safe harbor. The associated
person must NOT be :

1. Subjectto a statutory disqualification, as defined in Section 3(a)(39) of the Securities Exchange Act, at the
time of his/her participationin the offering.

2. Associated with a broker or dealer at the time of the sale.

3. Compensatedin connection with the sale of the issuer’s securities by the payment of commissions or other
remuneration based either directly or indirectly on transactionsin securities.

Itis importantto analyze the totality of the facts and circumstances surrounding the employeessalary, bonus and any
other compensation provided for services. The following are some examples of relevant factors to considerin
connecticl:nn with the payment of bonuses to employees when determining whether such compensationis permissible
under Rule 3a4-1:

* Timingof the offering (when it commences and is concluded);

* Timingof bonusor other compensation;

* When was it determined that the employee’s bonus will be paid;

* When associated persons are informed of the issuer’s intention to pay a bonus;

* Whetherthe bonus paid to a particularassociated person is in anyway linked to their performance in the
sale of the securities.



Additional Requirements

In addition to meeting the preliminary requirements above, one of the following conditions must be satisfied as well to rely
ion the safe harhor:

Sales Restricted to Certain Purchasers & Transactions (i.e. a registered broker or dealer; a registered investment company;
an insurance company; a bank; a savings and loan association; a trust company or similar institution supervised by a state
or federal banking authority; or a trust for which a bank, a savings and loan association, a trust company, or a registered
investment adviser either is the trustee or is authorized in writing to make investment decisions)

Limited Duties & Respaonsibilities: Under this exception, certain conditions must be satisfied:

The associated person primarily performs, or is intended primarily to perform at the end of the offering, substantial
duties for or on behalf of the issuer otherwise than in connection with transactions in securities

The associated person was not a broker or dealer within the preceding 12 months.

The associated person does not participate in selling an offering of securities for any issuer more than once every 12
months

Limited Role in the Sale of Securities: Associated person restricts his or her activities to one or more of the following
activities:

Preparing any written communication or delivering such communication through the mails or other means that does
not involve oral solicitation by the associated person of a potential purchaser; Provided, however, that the content of
such communication is approved by a partner, officer or director of the issuer;

Responding to inquiries of a potential purchaser in a communication initiated by the potential purchaser; Provided,
however, that the content of such responses are limited to information contained in the offering document; or

Performing ministerial and clerical work involved in effecting any transaction.

10



Issues for Fund Advisors

Rule 3a4-1 Safe Harbor is Problematic for Fund Advisors

Very limited safe harbor

Does not contemplate continuous offerings with multiple closings throughout the year.

Limited to 1 offering in a 12 month period

No Transaction based compensation (direct or indirect)

Primary duties must go beyond selling securities

11
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About The Firm

Regulation A+ Equity Funds

The best in the business. Our attorneys have drafted more Regulation A+
filings than any other firm.

The best in the business. Our attorneys have drafted more Regulation A+
filings than any other firm.

Regulation D Real Estate Investment Trustments

Here is some information about Regulation D Here is some information about REITs

©@

Real Estate Syndication Title2,3,and 4

Here is some information about Real Estate Syndication Here is some information about Real Estate Syndication

Regulation CF Public Offerings

0
O
0

X

Here is some information about Regulation CF Here is some information about Public Offerings
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Why are they asking for “no action?”

* 15(a) — tells us who needs to register as a broker dealer.

* 15(b) — tells us how to apply as a broker dealer.

Angellist and FundersClub both do not want to be Broker Dealers

15



What is similar?

* No commissions
* No compensation based on the sale or advisement of securities
* No “transaction based” fees

* Complete disclosure of the types of fees charged and they are “fair”
to the investment vehicle

* Both receive “carried interest”

16



What is different?

Types of investors:

* FundersClub: capital funds as definedin Rule 203(1)-(1) under the
Investment Advisers Act of 1940.

» Angellist: accredited investors under Rule 501 ONLY.
Future actions:

* Angellist, in certain circumstances, will register as an investment
advisor

Handling of funds:
* Angellist has no intention of handling funds

17



Burdensome
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Securities Exchange Act of 1934

SEC. 15. (a)(1) It shall be unlawful for any broker or dealer
which is either a person other than a natural person or a
natural person not associated with a broker or dealer which is a
person other than a natural person (other than such a broker
ordealer whose business is exclusively intrastate and who does
not make use of any facility of a national securities exchange)
to make use of the mails or any means or instrumentality of
interstate commerce to effect any transactionsin, or to induce
orattemptto induce the purchase or sale of, any security ...
unless such broker or dealer is registered in accordance with
subsection (b) of this section.
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The Jumpstart our Business Startups Act (JOBS) Act, Title I

Purpose: To increase American job creation and economic
growth by improving access to the public capital markets for
emerging growth companies.
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TITLE II—ACCESS TO CAPITALFOR JOB CREATORS SEC. 201.

-Eliminated the prohibition against general solicitation or
general advertising for Rule 506 offerings, so long as:

- all purchasers of the securities are accredited
investors;and

-theissuer is required to take reasonable steps to
verify same.
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JOBS ACT Title |l Exemption from broker-dealer registration:

With respect to securities offered and sold in compliance with Rule 506
of Regulation D under this Act, no person shall be subject to
registration as a broker or dealer solely because—

(A) that person maintains a platform or mechanism that permits the
offer, sale, purchase, or negotiation of or with respect to securities, or
permits general solicitations, general advertisements, or similar or
related activities by issuers of such securities, whether online, in
person, or through any other means;

(B} that person or any person associated with that person co-invests in
such securities; or

(C) that person or any person associated with that person provides
ancillary services with respect to such securities.

The exemption is applicable if:

1. nocompensation in connection with the purchase or sale of such
security;

2. nopossession of customer funds or securities in connection with
the purchase or sale of such security; and

3. nostatutory disqualification.
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SECinterpretation:

The exemption in Securities Act Section 4(b) is not available to
anyonewho receives “compensationin connection with the
purchase or sale of such security.” What forms of compensation
would cause me to be unableto rely on the exemption?
Answer.

Congress conditioned the exemption on a person and its
associated persons not receiving any “compensation”in
connection with the purchase or sale of such security.”
Congress did not limit the condition to transaction-based
compensation. The staff interprets the term “compensation”
broadly, to include any direct or indirect economic benefit to
the person or any of its associated persons.
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Options for funding platforms:

No compensation (JOBS Act Title Il broker/dealer exemption)

Broker-Dealer Model

Investment Advisory Model (AngelList and FundersClub)
-venture capital?

Other options: the issuer exemption

platform does not engage in business
requiring broker-dealer registration

26



FormBD

If a broker-dealer does not qualify for any of the exceptions or exemptions, it
must register with the Commission as a broker-dealer under Section 15({h) of the
Act.

How does it register as a broker-dealer?

Broker-dealersregister by filing an application on Form BD, where you apply for
membership with FINRA and broker-dealer registration with each state in which
you plan to do business.

Whatis Form BD and how is it filed?

Form BD asks questions about the background of the broker-dealer and its
principals, controlling persons, and employees.

To apply for registration, you must file one executed copy of Form BD through the
Central Registration Depository ("CRD"}, whichis operated by FINRA.

How do you know if your broker-dealer is granted registration?

Within 45 days of filing a completed application, the SEC will either grant
registration or begin proceedings to determine whether it should deny
registration.
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FINRA membership

SROs have independent membership application procedures.

Before it begins doing business, a broker-dealer must become a
member of FINRA.

FINRA's website (www.finra.org) provides detailed information
on the FINRA membership process.
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Important Legal Disclaimer

This presentation and webinar may answer some questions, but is not
intended as a comprehensive analysis of the topic. In addition, this
information should not be relied upon as the only source of
information. This information is supplied from sources we believe to be
reliable but we cannot guarantee its accuracy. The material has been
prepared or is distributed solely for information purposes and is not a
solicitation or an offer to buy any security or instrument or to
participate in any trading strategy. This presentation should in no way
be relied upon or construed as legal or investment advice. For specific
information on particular factual situations, an opinion of legal counsel
should be sought.
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J&A

To ask a question from your touchtone phone, press *1.
To exit the queue, press *1 again.

You may also use the Chat function to ask questions, or email questions to
financelaw@straffordpub.com

CLE CODE: TLCUSH
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rell us how we aid!

<

Look for our Thank You'
email (which you should
receive within 24 hours)
for details and a link to
the program survey and
attendance attestation.

Strafford



Thanks.

Pl ease join us f or Noawri gmdax tn gc dSreEfCedrse recven,l va
Doctrine for Concurrent and Serial Combinations of Rule 506 Private
Placements6 schedul ed on Tuesday, October 25,

Strafford Publications, Inc.
1-800-926-7926
www.straffordpub.com
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