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JOBS Act Opens Up Crowdfunded Investing to Everyone: 
Opportunity or Risk? 
 
The Jumpstart Our Business Startups Act, or JOBS Act, 

was passed in 2012 with the goal of providing a new 

way for small businesses to raise capital. After years of 

hearings and changes, the final iteration of the JOBS Act 

took effect on May 16th, 2016. Title III of the Act allows 

for small businesses to raise up to $1 million per year 

from non-accredited investors in exchange for equity in 

the business. Within this piece, we’ll explore the basics 

of the JOBS Act here, followed by a second article 

where we will examine some specifics examples of 

companies using crowdfunding to raise money.  

 

Previous to the Title 

III’s passing, only 

accredited investors 

could participate in 

true, crowd-based 

equity funding. An 

accredited investor is 

an American who has 

a net worth greater 

than $1 million or has 

had an income of at 

least $200,000 for the 

last two years and 

expects to make the 

same amount this 

year. Before, non-accredited investors could participate 

in crowdfunding, but could only receive products or 

special offers in exchange for their funding, not equity. 

Now, crowdsourced equity funding is available to 

everyone. 

 

However, there are SEC regulations on the amount of 

money a non-accredited investor is allowed to invest. 

Individuals who make more than $100,000 a year and 

have a net worth greater than $100,000 can invest 

either up to 10% of their annual income or 10% of their 

net worth, whichever is lesser, with a cap of $100,000. 

For everyone else, the regulations state that they must 

calculate the lesser of up to 5% of their annual income 

or net worth. They then compare this to $2,000 and are 

allowed to choose the larger number. 

 

Crowdfunding “portals”, the vehicle through which 

companies are matched with investors, are subject to a 

bevy of regulations as well. These portals must also be 

approved by the Securities and Exchange Commission 

and the Financial Industry Regulatory Authority.  The 

SEC states that portals “may not offer investment 

advice or recommendations, solicit purchases, 

compensate 

employees, agents, 

or others persons for 

such solicitation, or 

hold, manage, 

possess, or otherwise 

handle investor funds 

or securities" 

(“Jumpstart Our 

Business…”). These 

rules raise the 

question of how 

potential investors 

will find adequate 

advice. While it is 

unknown at this 

time, perhaps traditional investment advisors will step 

in to provide advice in this area.   

 

Proponents of Title III of the JOBS Act hope it will usher 

in a new era of democratic investing, one that allows for 

new opportunities for investors and small businesses 

alike. It will also give groups such as women and 

minorities more investing power than they have held in 

the past. And perhaps, it could give the average 

American the ability to invest in the next Facebook 

before their IPO, a power which has previously 

belonged only to accredited investors. It is in this period 

that most companies experience the most growth in 
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their valuations, allowing for a higher ROI than 

purchasing stock after the IPO. 

 

Not everyone is as optimistic about Title III; some critics 

believe the regulations for businesses seeking to use 

crowdfunding are too onerous and that the price to 

comply is too high. Companies listed on crowdfunding 

portals must make public their annual financial 

statements, which must also be examined by an 

independent accountant or, in some scenarios, audited. 

The SEC estimates that it would cost $39,000 in fees 

and wages to prepare the statements necessary to 

comply with the regulations needed to raise $100,000. 

This is higher than the cost associated with raising 

$100,000 through accredited investors. As such, there is 

little incentive for a company to use non-accredited 

investors, leading some to believe that the only 

companies who will use crowdfunding are less 

financially sound companies that have failed to acquire 

funding through traditional means.  

 

It is still too early to tell the total impact the JOBS Act 

will have on investment opportunities for non-

accredited investors and small businesses looking to 

raise funds. In part two, we will examine some of the 

new portals, and the companies seeking to fundraise 

through them, using examinations of potential deals 

and interviews of the participants. 

 

As always, please feel free to contact us with any 

questions you may have. 

 

Andrew Kring 

Summer Intern

 

 
 
Andrew Kring is a junior at the University of Georgia where he is majoring in Finance and Physics. He can be reached at 
aak05513@uga.edu. 
 
Jumpstart Our Business Startups Act: Frequently Asked ... (n.d.). Retrieved from:         
https://www.sec.gov/divisions/marketreg/tmjobsact-crowdfundingintermediariesfaq. 
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Important Risk and Disclosure Information  
Investing has risks, some of which may be substantial depending on the objective. Investors should carefully consider their 
objectives, risk tolerance and time horizon before investing. There is no guarantee that investment objectives will be achieved. 
Diversification does not necessarily ensure a profit or protect against a loss. Certain investments discussed may not be liquid. ETF’s, 
non-traded securities and closed-end funds and other investments could be worth more or less than their net asset value when 
bought or sold. A complete description of risks can be found in the prospectus for each investment.    

This material is provided on an informational basis only and should not be construed as a solicitation for any specific product or 
service. The views expressed in this report are those of investment professionals and are current only through the date when this 
was delivered, and are not intended as investment advice or a recommendation to purchase or sell specific securities. All discussion 
of asset allocation and/or portfolio diversification reflects general principles and does not represent a recommendation for specific 
action.  

These opinions may change at any time without notice, and there is no assurance that any securities discussed herein, will remain in 
an account at the time you receive this information. It is not possible to invest directly in an Index. Various index names that we 
refer to may be registered trademarks. Past performance does not predict future results. While every effort has been made to verify 
the information contained herein, we make no representations as to its accuracy.    

Wealth and Pension Services Group, Inc., (WPSGI) and its affiliates and its employees are not in the business of providing tax or legal 
advice. Tax‐related statements, if any, may have been written in connection with the marketing of the transaction(s) or matter(s) 
addressed by these materials, to the extent allowed by applicable law. Any such taxpayer should seek advice based on the taxpayer’s 
particular circumstances from an independent tax advisor. You should only rely on your statements from you custodian(s) for 
definitive information about your accounts, holdings and transactions. While we make every effort to ensure the accuracy of reports 
we provide, our company is a registered investment advisor, not a custodian, so we must rely on information from other sources for 
generating reports and cannot guarantee the accuracy of such information.    

WPSGI does not give any representation or warranty as to the reliability, accuracy or completeness of any third party material, nor 
does WPSGI accept any responsibility arising in anyway ( including negligence) for errors in, or omissions from such third party 
material. The fact that third party information was provided through WPSGI does not constitute an endorsement, authorization, 
sponsorship, or affiliation by WPSGI its owners, or its employees. Securities offered through Triad Advisors, Inc. Member, 
FINRA/SIPC. Investment Advisory services offered through Wealth and Pension Services Group, Inc.    

Please see form ADV 2 and part B for a complete description of services, conflicts and disclosures. A copy can be requested by calling 
770-333-0113.  

 


