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A g e n d A Finance JA N .

Crowdfunding Wins in Washington

“If I can lend money 
on Kiva to developing-
world entrepreneurs, if I 

can give money on Kick-
starter to filmmakers and 
bands and artists, why can’t 
I invest in local businesses 
that I use regularly or 
entrepreneurs I believe in?” 
That’s the conversation that 
Jason Best, 43, a veteran of 
several technology startups, 
says he was having a few 
years ago with two friends, 
Zak Cassady-Dorion and 
Sherwood Neiss.

Neiss, 43, had come up 
with a way of using 
smartphones for instant 
surveys. He won a startup 
contest, had a business plan 
and was struggling to find 
funding. Venture capitalists 
weren’t offering anything, 
and the time-honored 
method of tapping out a 
home equity line or credit 
card to get going had 
become less of an option in 
the wake of the financial 
crisis. So Neiss and his 

friends started thinking 
about crowdfunding— 
presenting the idea on the 
Web to attract a group of 
small investors.

There was problem, 
though: It was illegal. U.S. 
securities laws from the 
1930s require companies 
that sell shares to register 
with the Securities and 
Exchange Commission. For 
startups, the cost and 
difficulty of that step often 
puts this option out of 
reach. (Venture-capital 
firms take advantage of an 
exception to the rules for 
so-called accredited 
investors who are worth at 

least $1 million.)
The three entrepreneurs 

drafted a framework for 
how online equity crowd-
funding would work. They 
took it to Washington and 
met with the head of the 
SEC’s small business 
division in January 2011. 
“He explained to us that 
they are an organization 
that responds to legisla-
tion,” Best says. “What we 
were asking of them would 
require an act of Congress.” 
Undeterred, they began to 
pound the pavement, 
calling on members of 
Congress, even visiting the 
White House. “Whoever 

would listen to us,” Best 
says.

In September 2011, a bill 
was introduced, sponsored 
by Representative Patrick 
McHenry, a North Carolina 
Republican. By April, 
legislation passed both 
houses and was signed by 
President Barack Obama. 
The SEC is supposed to 
complete rules for the new 
funding mechanism by Jan. 
1. “We believe this legisla-
tion was about jobs, 
innovation, entrepreneur-
ship, small business,”  Best 
says. “All the things that 
people say they are for.” 
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A trio of determined entrepreneurs needed An Act of congress to mAke 
this cApitAl-rAising ideA legAl—And got it.

From left, Zak Cassady-Dorion, 
Jason best and sherwood Neiss.

Filling  
a Gap

kICkstarter
Does not give the 
funder a stake in the 
project.

eQUItY CroWD 
FUNDINg
Allows funders to 
buy shares in small 
startups.

VeNtUre CaPItal
Is limited to 
individuals with  
$1 million net worth.

The average 
unemployed 
american has 
been looking 
for work for

39.2
Weeks

Source: U.S. Bureau of Labor Statistics
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