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The Securities and Exchange Commission disclaims responsibility for any private publication or statement of any SEC employee or Commissioner. The views expressed in
this presentation are the speaker’s own and do not necessarily reflect those of the Commission, Commissionears, or Commission Staff. This resource represents the views of
the staff of the Office of the Advocate for Small Business Capital Formation. It is not a rule, regulation, or statement of the Securities and Exchange Commission
("Commission”). The Commission has neither approved nor disapproved its content. This resource, like all staff statements, has no legal force or effect: it does not alter or
amend applicable law, and it creates no new or additional obligations for any person. This presentation does not provide legal advice. This presentation was produced and
disseminated at U.S. taxpayer expense. ST
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Roadmap

MEET THE SEC'S SMALL BUSINESS ADVOCACY TEAM
HOW DO COMPANIES RAISE CAPITAL FROM INVESTORS?
WHAT ARE THE OBSTACLES TO ACCESSING CAPITAL?

EMPOWERING ENTREPRENEURS TO OVERCOME BARRIERS
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MEET THE SEC'S SMALL BUSINESS ADVOCACY TEAM
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&1° U.S. Securities and Exchange Commission

Three-part Mission

O Protect investors

C

I[I[IEL Maintain fair, orderly and efficient markets

1"@ Facilitate capital formation
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él’é Office of the Advocate for
Small Business Capital Formation

Mission: Champion pragmatic solutions so small businesses

—from startups to smaller public companies—and their
iInvestors can build great companies together using our
capital markets.

Special Focus: Identify and address unique capital raising

challenges faced by minority-owned, women-owned, rural,
and natural disaster-affected small businesses and their
INnvestors.
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Office of the Advocate for
Small Business Capital Formation

How?
D « Education and outreach
E * Review rules and regulations
« Recommend policy changes to
Congress and the Commission
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HOW DO COMPANIES RAISE CAPITAL
FROM INVESTORS?
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Sources of Capital

Personal
Retained Funds
Business o 14%
Earnings

77%

External
Financing

9%
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Internal Sources of Capital

Personal wealth dictates the financial starting line for many entrepreneurs -
funding is often more accessible for those who own a home or have family assets.

White: $188,200

Other: $74,500

Hispanic/Latinogkx{sa[ele

- Y e ) - T A V1AM
INigle=1aW $nerican/Black: $24.100

Median family net worth

R . éf::_.“’-i '1__?_;\ U.S. Sacurlties and Exchange Commission
3 Startup Policy Seminar | October 24, 2022 u' E. ;| Cifftoe of this & e
Source: 2021 Annual Report p.48; Neil Bhutta et al., Board of Governors of the Federal Reserve System, “Disparities in Wealth by Race and Ethnicity in Q s g Small Business Capital Formation

i
the 2019 Survey of Consumer Finances,” (Sept. 28, 2020) i



External Sources of Capital

Equity investments remain only a small portion of external capital funding for
small businesses.

Loan or Line of Credit 89%

Credit Card

Trade Credit 8%

Merchant Cash Advance 8%

Leasing 7%

Equity Investment 6%

Factoring . 3%

Other . 3%
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External Sources of Capital

Minority entrepreneurs face greater challenges accessing debt financing,
Including loans, lines of credit, and cash advances

White
Asian American/Pacific Islander 45%

Hispanic/Latino 32%

Black/African American 24% 27%
B Fully Approved | Partially Approved | Denied
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WHAT ARE THE OBSTACLES TO
ACCESSING CAPITAL?
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(X) Capital Needs

Running out of cash and an inability
to raise new capital is the

number 1 reason startups fail
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(X) Networks

report challenges with

compared to 11n 3 entrepreneurs
with mature businesses.
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(X) Education

1/2 of new entrepreneurs
report challenges with

information, education,
or Knowledge —

more than 2)(

the rate for entrepreneurs
with mature businesses.
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(X) Diversifying Capital Access

Deal flow origination

Diversity among
|UVGStm?nt professionals Investment committee decisions
directly impacts how the
funds operate, and

importantly the founders Portfolio company board seats
In whom the funds invest

Management of the company
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EMPOWERING ENTREPRENEURS TO
OVERCOME BARRIERS
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Resources and Tools

>> LEARN MORE

www.sec.gov/capitalraising
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CAPITALRAISING .\ 3. ® -

Explore SEC resource= o help eguip smal busnesses. from stariugp to =mal cap, and

ther imvestors with the lools needed 1o navigale capial ramng

Gettng Started:. Understanding the Fundamentals

@ =

Glossary of Terms

/AN
A4 b

Nawgate You Oplions

1

Capital Raising Video
Gallery Additional Resources

Buildng Blocks
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¥\ Resources and Tools

>> LEARN MORE
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www.sec.gov/capitalraising - ——
Bnnnn compliance private _._‘r-h..f_:tr.':f ent Semoink,
o W cqmeco |
avigating Your Options i CUTTING THROUGH: 1 -

When raisang capital, @ busingss may not oler of sell sacurilias unless the olenng has been registensd with the SEC or falls within an Loidity
exemption from registration, Each exemption has specific requirements that 8 company must mest THE JARGON et
: startup

1LICT
Thes mberactve ool can haldp you nawigate the many regulatory paltrways lo raise capdal based on the critena that mafler most 1o
you. While this 100 doas nol provide legal advice, it can hilp you betler understand your oplions 5o thal you make informed affer

'Ting "':'I"Il n
decisions. Let's gat started) !

Does your business already exist?

Mave your formed your business under apphicable stale or levmilonal iy and finakized organizational documents (such as bylaws of Fundiamentalls

opeTaling agresments)?
Whethar you are ooking o 8 fund for financing or a5 an investiment opportunity oF YoU B5e IDnmeng yo

own fund, a famskarty with thase commondy used terms will help guide your way

3(c)(1) Fund

AN T) hund 15 & pooled imvastmend veleclo that & excladed from the definibon of imestment company in Bhe Avestment
Company Act becauss it has no more than 100 baneficssl owners (of. n the case of 8 gualfying venlure capeal fund 250
beneficzal owners) and otherwise meets crilena outhned m Secton JCH 1) of the investmant Company Act
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2\ Resources and Tools

www.sec.gov/capitalraising

BUILDING

BLOCKS

Explore ihe fundamentals of capital raising with the Office ol the Advocate for Small
Business Capital Formation,

L] Eu —
g &,
w o A4
What patheays are avallable to raise What is the role of accredited mestors?
capital from investors?

What is general solicitation? Hiew 0 private funds provids cagital
to sarty-sisge companies?
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Small Business Rulemaking Video Gallery 8] flv]m]+]

% I te S 0 u r C e S a n d I 0 0 | S The following videos are from the Office of the Advocate for Small Business Capital Formation and are meant to provide a high-level

summary of the relevant policy or rulemaking.

How to Comment

. How to Comment: Engage in the Rulemaking
How to Comment: Engage int.. Process

The SEC s Office of the Advocate for Small Business Capital
Formation breaks down how easy it can be to comment on
proposed rulemakings

Learn mora about how to submit commants.

»> LEARN MORE

www.sec.gov/capitalraising

Recent Policy and Rulemaking Highlights

JOBS Act Inflation Adjustments

On Saptember 9, 2022, the SEC adopted amendmeants (o
Regulation Crowdfunding and the definition of Emerging Growth
Company to implement inflation adjustments mandated by the
.. JOBS Act. Read the press release.

Q._ JOBS Actinflation Adjustments  :

Related Information

Inflation Adjustments to
Regulation Crowdfunding and
Emerging Growth Companies

= This infographic highlights the changes.
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ENGAGE WITH US

= ]

smallbusiness@sec.gov www.sec.gov/oasb
#

Y

@SECGOV
SECSmallBiz
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