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The crowdfunding process is very much like any other 
fundraising project or funding campaign.  However, a new 
permissive regulatory structure combined with the power of the 
internet amplifies the ability of individuals and businesses to 
reach a wider audience, achieve financial goals or even validate 
a proof of concept. The process begins with an individual or 
business, an idea and a need for funding. 

There are three categories of participant in the crowdfunding 
process:

1. Website: The crowdfunding platform
2. Creator/Issuer: An individual or business who is seeking 

funds
3. Donor/Investor: An individual or business who wants to 

make a donation or investment



a. History (Lawyers & Drug Companies)



a. History



a. Statistics



a. Statistics





a. Background
2013 Wisconsin Act 52 was enacted to help reduce in 

Wisconsin some of the barriers to capital raising 

resulting from securities laws.

b. Summary

2013 Wisconsin Act 52 made certain important 

changes to current securities laws designed to make 

it easier and cheaper for Wisconsin businesses to 

raise capital from Wisconsin investors:



b. Summary(Continued)

1. Definition changes:  modifies the definition of “institutional 
investor” and creates a new definition of “certified 
investor” as those terms relate to securities exemptions.

2. Expansion of current "limited offering" exemptions from 
Wisconsin securities registration requirements.

3. Creation of new "crowdfunding" exemptions:  creates two 
new securities exemptions related to “crowdfunding,” a 
type of securities offering under which relatively small 
amounts of capital are raised through sales of small 
amounts of securities to a large number of purchasers. 
One of the crowdfunding exemptions relates to 
transactions conducted through an Internet site registered 
with the Department of Financial Institutions (DFI). The 
other crowdfunding exemption relates to offers and 
transactions conducted using more traditional methods.



c. INTRASTATE OFFERINGS 
The Act 52 exemptions generally expand the ability of Wisconsin 

issuers to offer and sell securities to Wisconsin residents in 

offerings that qualify as "intrastate" offerings under Federal law.  

1. The issuer must be a "resident" of Wisconsin and doing business 

in Wisconsin: 

 The issuer is deemed to be a "resident" if incorporated or organized 

under Wisconsin law or, if a general partnership or other form of 

business organization not organized under any state law, if its 

principal office is located in Wisconsin. 



c. INTRASTATE OFFERINGS (Continued)

 The issuer is deemed to be "doing business" in Wisconsin if all 
of the following is true (note that these are summaries of the 
rules, and there is some complexity in making these calculations 
under the rules):

o The issuer derives at least 80% of its gross revenues and those of its 
subs on a consolidated basis from the operation of a business or real 
property located in Wisconsin, or from the rendering of services in 
Wisconsin.  This 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.

o The issuer has at least 80% of its assets and those of its subs on a 
consolidated basis located in Wisconsin. 

o The issuer intends to use and uses at least 80% of the net proceeds of 
the offering for the operation of a business or of real property, the 
purchase of real property located in, or the rendering of services in 
Wisconsin.

o The principal office of the issuer is located in Wisconsin.



c. INTRASTATE OFFERINGS (Continued)

2. Offers and sales of securities must be made only to bona fide
Wisconsin residents. For purposes of determining the residence 
of offerees and purchasers:

 A corporation, partnership, trust or other form of business 
organization shall be deemed to be a resident of Wisconsin if, at the 
time of the offer and sale to it, it has its principal office in 
Wisconsin.

 An individual shall be deemed to be a resident of Wisconsin if such 
individual has, at the time of the offer and sale to him or her, his or 
her principal residence in Wisconsin.

 A corporation, partnership, trust or other form of business 
organization which is organized for the specific purpose of 
acquiring part of the offering is not deemed a resident of Wisconsin 
unless all beneficial owners of the organization are residents 
Wisconsin.

3. Resales of the securities sold in the offering must be restricted.  
During the term of the offering and for a period of nine months 
from the date of the last sale, the securities can only be resold to 
Wisconsin residents. 



d. CERTIFIED INVESTORS
Act 52 creates a new class of investor titled,  “certified investor.” 

Under the Act, a certified investor is defined as an individual who 

is a resident of Wisconsin and satisfies one of the following tests:

 The individual has an individual net worth, or joint net worth 

with his or her spouse of $750,000, including the individual’s 

primary residence as an asset and any debt associated with 

the residence as a liability.



d. CERTIFIED INVESTORS (Continued)

 The individual has individual income in excess of $100,000, or 

joint income with his/her spouse in excess of $150,000, in each 

of the two most recent years and has a reasonable expectation of 

reaching the same income level in the current year. 

 The Act creates a new securities exemption for sales of securities 

to a certified investor, or a person whom the issuer reasonably 

believes is a certified investor at the time of the sale or offer, if the 

transaction meets the requirements of the federal exemption for 

intrastate offerings.

 By allowing for lower financial thresholds for "certified 

investors", Wisconsin has greatly expanded the pool of 

investors to whom it is easier to offer securities beyond the 

traditional "accredited investors."



e. INSTITUTIONAL INVESTORS
The Act lowers the asset threshold for entities of an institutional 

character to $2,500,000.



f. EXPANSION OF THE WISCONSIN LIMITED 

OFFERING EXEMPTIONS

Act 52 creates two new securities exemptions for limited offerees

and limited securities holders involving Wisconsin residents. 

These new exemptions are essentially an expansion of 

Wisconsin's current "limited offering" exemptions (limited to 25 

purchasers and 25 holders, respectively) for Wisconsin 

businesses. 



f. EXPANSION OF THE WISCONSIN LIMITED 
OFFERING EXEMPTIONS (Continued)

1. Limited offerees:  Act 52 creates an exemption for an offering in 
Wisconsin directed to not more than 100 Wisconsin residents who 
do not qualify as institutional, accredited or certified investors, and 
unlimited Wisconsin residents who do qualify as institutional, 
accredited, and certified investors, as long as the following are 
true:

 The issuer is a business entity organized under Wisconsin law and 
authorized to do business in the state, has its principal office in Wisconsin, 
and a majority of its full-time employees work in the state.

 No commissions are paid in connection with the offer or sale of securities 
unless the person receiving the commission is registered as a broker-dealer 
or agent in Wisconsin.

 No general solicitation or general advertising is made in connection with the 
offer or sale of securities unless permitted by DFI.



f. EXPANSION OF THE WISCONSIN LIMITED 

OFFERING EXEMPTIONS (Continued)

2. Limited holders:  The second exemption is for an offering in 

Wisconsin if the aggregate number of persons holding the issuer’s 

securities after the sales are completed does not exceed 100 

Wisconsin residents who do not qualify as institutional, accredited 

or certified investors, and unlimited Wisconsin residents who do 

qualify as institutional, accredited, and certified investors, as long 

as the same requirements listed above in section f.1. are true.



g. CROWD-FUNDING EXEMPTIONS
Act 52 creates two new, related exemptions known as the 

“crowdfunding” exemptions.  “Crowdfunding” in concept is an 

offering in which relatively small amounts of capital are raised 

through sales of small amounts of securities to a large number of 

purchasers.



g. CROWD-FUNDING EXEMPTIONS (CONTINUED)
1. Crowdfunding through Internet Portal: Under the first new 

crowdfunding exemption, the offer or sale of securities is exempt from 
registration if the following requirements are satisfied:

 Maximum aggregate amount raised the offering:

o Unlimited amounts permitted from accredited, certified and institutional 
investors.

o Unlimited amounts from any officer, director, partner, trustee, or 
individual occupying similar status or performing similar functions with 
respect to the issuer or from a person owning 10% or more of the 
outstanding shares of any class or classes of securities of the issuer.

o If the issuer has and makes available audited financial statements, 
$2MM in 12 month period from investors who are not in the categories 
above.

o If no audit, $1MM in 12 month period from investors who are not in the 
categories above.

o DFI may adjust these sales amounts for inflation.



g. CROWD-FUNDING EXEMPTIONS (CONTINUED)

 Maximum investment per investor in the offering:
o Unlimited from each accredited, certified or institutional investor, or from 

any of the issuer's officers, directors, 10% shareholders, etc.

o The issuer cannot accept more than $10,000 from any single purchaser 
who is not in one of the categories listed above.

o DFI may adjust these sales amounts for inflation.

 Offering must be made through one or more Internet sites 
(portals) registered with DFI.  Compensation may be paid to 
the portal in accordance with Act 52.

 The offering must qualify as an "intrastate" offering.

 The issuer cannot be an investment company (i.e. mutual fund, 
hedge fund) or registered as a public company with the SEC. 



g. CROWD-FUNDING EXEMPTIONS (CONTINUED)
• No offer or sale of a different class or series of security can have 

been made by the issuer in reliance on this exemption or the 
other crowdfunding exemption during the last 12 months.

• At least 10 days before the offering, issuer must  pay a $50 fee 
and file required notice and related documents, including the 
disclosure statement (also known as  offering  memorandum or 
prospectus) with DFI. These will be publicly available on DFI’s 
website.  

• All payments for purchase of securities must be held and 
released, pursuant to an escrow agreement, by the issuer in a 
financial institution chartered in Wisconsin.

• The issuer must inform all prospective purchasers that the 
securities have not been registered under federal or state 
securities law and that the securities are subject to limitations on 
resale. The statute requires a specific legend be included on the 
cover page of the disclosure document.



g. CROWD-FUNDING EXEMPTIONS (CONTINUED)

• The issuer must obtain from each purchaser of a security 
offered under this subsection evidence that the purchaser is a 
resident of this state and, if applicable, is an accredited, 
institutional or certified investor.

• Prior to any offer or sale of securities, the issuer must provide 
to the portal evidence that the issuer is organized under the 
laws of this state and is authorized to do business in WI. 

• The issuer and the portal must maintain records of all offers 
and sales of securities effected through the portal and must 
provide ready access to the records to DFI, upon request. 

• The issuer must provide, free of charge, a quarterly report to 
the issuer's investors until no securities issued under this 
exemption are outstanding and file the quarterly report with 
DFI.

• Although the Internet sites used to facilitate the above 
transactions must be registered with DFI, the Act exempts the 
Internet site operators from broker-dealer registration under 
state law. 



g. CROWD-FUNDING EXEMPTIONS (CONTINUED)

2. Crowdfunding not over the Internet:  The second 

crowdfunding exemption created by Act 52 permits securities to 

be offered and sold without registration if similar criteria to the 

Internet-based crowdfunding exemption described above are 

satisfied.  This second exemption applies to more traditional 

methods of offer and sale of securities (i.e. not through the 

Internet).  The permitted offering amounts, requirements and 

restrictions of this exemption are very similar to the Internet-

based offering exemption described above, with a few notable 

exceptions:



g. CROWD-FUNDING EXEMPTIONS (CONTINUED)

 The offering is not conducted over the Internet, or through a 
registered Internet portal.

 No commission or other remuneration can be paid or given, 
directly or indirectly, for any person's participation in the offer or 
sale of securities for the issuer unless the person is registered 
as a broker-dealer or agent in Wisconsin. However, this 
limitation does not apply if the offer or sale of the security is to 
a certified investor.

 No general solicitation or general advertising can be made in 
connection with the offer to sell or sale of the securities unless 
it has been permitted by DFI.

 All funds received from investors must be deposited into a 
financial institution chartered under the laws of Wisconsin, and 
all funds must be used in accordance with representations 
made to investors.  No escrow agreement is required.



g. CROWD-FUNDING EXEMPTIONS (CONTINUED)

 Before the 101st offer of the security, the issuer must provide 

required notice and related documents, including the disclosure 

document, to DFI, accompanied by a $50 fee. DFI may make 

the form available as an electronic document on the DFI 

website.

 The issuer must inform all purchasers that the securities have 

not been registered and make the disclosures required for the 

offering to qualify as an intrastate offering under Federal law.



h. DISCLOSURE RULES
It is important to remember that the Act does not change the 

obligation of an issuer in ANY securities offering to provide 

prospective investors with disclosure materials containing all 

material information about the issuer and the proposed 

investment.



i. FINANCIAL INSTITUTION 
HOLDING COMPANIES

Act 52 specifies certain disclosure requirements applicable 
to financial institution holding companies. Generally, under 
the Act, a financial institution holding company may not be 
required to prepare or distribute financial statements, 
information, or reports to its shareholders or to DFI, except 
for reports that all ch. 180 corporations are statutorily 
required to provide their shareholders and DFI annually.  
Unless a financial institution holding company regularly 
prepares its financial statements in accordance with GAAP, 
financial statements required of a financial institution holding 
company are not required to prepared in accordance with 
GAAP, and are not required to be examined, reported upon, 
reviewed, or compiled by a certified public accountant.



j. RULE 506 “BAD ACTOR” PROVISIONS
The Act applies certain “bad actor” provisions from federal rule 506 

to the new exemptions created by the Act. Generally, under the “bad 

actor” provisions, a securities transaction is disqualified from 

exemption if the issuer, its executives or management, or significant 

owners of the issuer’s securities have been convicted of crimes or 

subject to regulatory enforcement actions relating to securities fraud.



k. EFFECTIVE DATE AND INITIAL 

APPLICABILITY
Act 52 took effect on November 9, 2013. Provisions of the Act 

relating to the crowd-funding exceptions first apply to securities sold 

on June 1, 2014.







i. Types of Projects – Is it really this simple? NO.

a) Small Business

b) Start-ups

c) Real Estate



Motivations







Equity vs. Debt (Lending Club)









Equity vs. Debt



QUESTIONS?


