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On April 5, 2012, President Obama signed into law the Jumpstart Our Business 

Startups, or JOBS, Act.  The JOBS Act will have broad impact as it relaxes securities 
regulations for smaller and start-up businesses and creates new sources of funding that 
will make it easier and less costly for them to raise capital.  
 
Highlights of the JOBS Act: 

- “Crowdfunding” allowed to enable small investments from individuals using the 
Internet or social media.  

- General solicitation will be allowed in certain offerings.  
- Public offerings of up to $50 million of unrestricted securities will be permitted.  

 
Crowdfunding 

 
Crowdfunding enables companies to raise funds directly from many, or a “crowd” 

of, individuals investing small amounts using the Internet and social media.  Until the 
JOBS Act, no registration exemption existed for securities offerings using crowdfunding 
and the existing exemptions were impractical for crowdfunding.  Under the JOBS Act, 
offers and any subsequent sales of securities through crowdfunding of up to $1 million in 
any 12 month period are exempt from federal registration requirements and state 
securities laws.  

To qualify, investors with annual income or net worth of less than $100,000 may 
invest the greater of 5% of their annual income or $2,000 in any 12 month period. 
Investors with an annual income or net worth of more than $100,000 may invest the 
greater of 10% of their annual income or 10% of their net worth in any 12 month period.  
Issuers are required to disclose, among other things, financial statements and results of 
operations, risk factors regarding the company and the offering, the target amount and the 
deadline to reach such target, and information on insiders.  All crowdfunding transactions 
must take place through brokers or funding portals.  Funding portals that facilitate the 
sale of securities need not register as broker-dealers as long as they do not receive 
compensation in connection with the sale of securities and no funds or securities pass 
through them.  Securities acquired under the crowdfunding exemption may not be 
transferred for one year, except in certain limited circumstances.  The SEC is to adopt 
rules implementing this crowdfunding exemption by December 31, 2012.  

 
General Solicitation and Advertising 

 
 Currently, companies using the registration exemptions under Rules 506 and 
144A may not use general solicitation or general advertising.1  The JOBS Act eliminates 
the ban against general solicitation and general advertising. It allows companies to place 

                                                 
1 Rule 506 allows entities to raise unlimited funds by sale of restricted securities solely to accredited 
investors (and up to 35 non-accredited, but sophisticated, investors) and Rule 144A allows the resale of 
such securities to qualified institutional buyers (“QIBs”).   
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advertisements using public media (e.g. newspapers, magazines and television) and 
executive officers giving interviews and making public presentations to discuss upcoming 
securities offerings.  Companies, however, must take reasonable steps to verify that all 
purchasers are accredited investors under Rule 506 or QIBs under Rule 144A, whereas 
previously, companies could rely on the self-certification of investors or the reseller’s 
“reasonable belief” about a buyer’s QIB status. As a result, under the JOBS Act, the 
focus shifts from protecting potential offerees who may never purchase securities to 
protecting actual offerees. This strikes a better balance between the needs of small 
companies in reaching potential investors, while still protecting actual investors.  This 
lifting of the prohibition on general solicitation will be implemented by SEC rule 
amendment. 
 

The ability to crowdfund and engage in general solicitation will allow companies 
to use the Internet to connect with potential investors.  However, even under the JOBS 
Act, companies may not advertise the terms of a crowdfunding offering; they may direct 
potential investors to the broker or funding portal or disclose the compensation of 
solicitors promoting the crowdfunding offering through the broker or funding portal. 

 
Regulation A+ 

 
 Regulation A currently exempts from registration the sale of securities of up to $5 
million. This relatively low ceiling makes Regulation A less popular than Rule 506.  
Under the new Regulation A+, securities of up to $50 million may be sold in any 12 
month period before triggering a registration requirement. This ten-fold increase makes 
Regulation A+ an attractive option relative to Rule 506. In contrast to Rule 506, there are 
no limits to the number of offerees permitted, the offerees do not have to be accredited 
investors, and the securities are unrestricted, which means that they can be offered and 
resold publicly, including on a national securities exchange, without any holding periods 
or resale limitations.  For such securities sold on a national securities exchange, or only to 
“qualified purchasers” (as defined by the SEC), the offering will also be exempt from 
state securities laws.  In this way, issuers may use Regulation A+ to test the market 
without a full-blown IPO.  To be eligible, issuers must annually file audited financial 
statements with the SEC and the SEC may impose additional requirements to protect 
investors including the filing of an offering statement and periodic reports.   
 

This article is a summary of recent legal developments and does not constitute legal 

advice. We make no undertaking to advise recipients of any legal changes or 

developments. If you have any questions, please contact an attorney in the Corporate & 

Commercial Group at Ingram Yuzek Gainen Carroll & Bertolotti, LLP.  
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and holds a Certificate in Global Business Law and Governance from University of Paris 

I and Sciences Po.   

 

 

Liz Cho advises clients on a variety of transactional, corporate governance and 

disclosure matters.  Her securities experience includes public and private offerings, 

alternative public offerings (reverse mergers), 1934 Exchange Act reporting, going 

private transactions, compliance with stock exchange rules and issues related to the 

Investment Company and the Investment Advisers Acts of 1940. In addition, Liz 

represents clients in mergers and acquisitions and a wide range of general corporate law 

matters, such as corporate governance, Sarbanes-Oxley and Dodd-Frank compliance 

and corporate restructuring transactions. 
  
Liz also provides advice as outside general counsel for public and private companies and 

provides advice on a broad range of legal issues.  She is experienced in working with 

companies in all stages of the corporate growth cycle, from early stage private 

companies to large publicly-traded companies.  She routinely works with senior 

management and plays an active role in advising companies in diverse fields, including 

manufacturing, software, communications, defense, financial services, and technology. 
 


