Crowdfunding - an alternative

business financing source

We’ve all heard the word “crowdfunding”, but does it really
apply to our business? The first ever Canadian report on
crowdfunding was released at the end of 2016 by the
National Crowdfunding Association of Canada, and it pre-
dicts that once all of the numbers are finalized, crowdfunding
will have reach $190 million in 2016. If raising funds for your
business could give you the fuel that you need to propel
you to new heights, then crowdfunding — collecting finan-
cial contributions from many strangers not usually
connected to the financial sector — represents an alterna-
tive to traditional forms of financing your business dream.

Crowdfunding is primarily accomplished over the Internet
via various crowdfunding platforms, for a fee, or as the old
adage goes, “There Ain’t No Such Thing As A Free Lunch
(TANSTAAFL to Robert Heinlein fans)”. Equity crowdfunding
is available in British Columbia, Saskatchewan, Manitoba,
Ontario, Québec, New Brunswick and Nova Scotia. It is
currently under consideration by other provincial and ter-
ritorial securities regulators.

Many factors contribute to a successful campaign, including
the number of people who see your campaign, and whether
they buy into your idea. Telling a compelling story and
raising awareness about your campaign are vital, so tools
such as social media have an important role in promoting
your campaign. Be sure to do some research to find the
right crowdfunding platform to showcase your idea.

There are four distinct crowdfunding models:

Donation/ Reward Model

This is the original model that most of us are familiar with
which the non-profit sector was the first to successfully
employ. It continues to be the largest crowdfunding cat-
egory worldwide in terms of existing platforms; however,
it does not represent the majority of capital raised. Further,
only 10% of these campaigns have raised over $10,000
(USD).

Lending Model

The Lending Model takes on many forms. There is the
traditional lending agreement where there is an expecta-
tion for a monetary reimbursement in the form of interest,
with a loan that may or may not be guaranteed. Then, there
is the forgivable loan, which just as its name implies may
or may not be reimbursed based on pre-defined conditions.
Next, there is the pre-sales agreement, where the finished
product is promised in return for the contributor’s
funding.
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Needless to say, The Lending model poses a number of
problems, including breaches of securities regulations and
also raises questions about IP ownership and creative
control. Not all forms of this model are always allowable in
all or in some cases any jurisdictions in Canada.

Investment (or Equity-based) Model

The Investment Model has been the most successful in
terms of the number of campaigns and the average funding
raised per campaign. This model accounts for over 80% of
the global Crowdfunding campaigns having raised over
$25,000 (USD) each. However, the Investment Model poses
many of the same serious problems as did the Lending
Model, including breaches of securities regulations, IP
ownership and creative control. As noted above, likewise,
not all forms of this model are allowable in all or in some
cases any jurisdictions in Canada.

Hybrid Models

As its name implies, there have been a number of creative
hybrid models that combine some form of the above three
models. For example, innovative distribution rights models
that allow investors to participate in profit sharing without
following a traditional investment model which is currently
not legally permitted in Canada. Creative business people
will continue to explore this model in the future to provide
them with the funding they require to reach their goals.

While originally crowdfunding was used to raise money to
fund the development of a well-defined, singular project,
these new forms of crowdsourced private financing have
lowered the barriers to entry not only for financing projects,
but also for the average citizen to play the role of investor.
Crowdfunding also has a unique dual function of providing
both private financing and generating publicity and atten-
tion for a project.

While crowdfunding will not work for every venture, it can
be a way to test and validate your ideas, promote your
business, and provide you with the funding needed to take
your business to the next level.

Elliot Schiller is a Director at Toronto's Teeger Schiller Inc., a firm
specializing in government funding and systems selection/
implementation. His clients receive over $5 M annually to support
ongoing husiness innovation. E-mail eschiller@teegerschiller.com,
visit www.FundingHelp.ca or phone 1-888-816-0222 Ext. 102
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Services Provided by Teeger Schiller Inc.

Management Consulting Division

* Existing Systems Evaluation * Logistics / Operations Consulting

* Existing Syste_ms Improvement ¢ Best Practices Consulting SYSTEMS H E LPCa
* Needs Analysis _ * Change Management AyTeegerSchiller
* New System Search / Selection » E-commerce Support

* Implementation Project Management « Data Mining / Business Intelligence

SR & ED Division / Grant Division

 |dentify and Develop Claim * SR & ED C.I.C.A. Continuing

* Engineers / Former Federal Employees Education Credit Courses F UNDING H E cha
* Up-to-date on Program Nuances and Changes * Free Consultation to Evaluate AyTeegerSchiller
¢ Templates Provided for Project Documentation Claim Potential

¢ SR & ED Technical Claim Preparation ¢ Meet with CRA to Support
* Training to Ensure Proper SR & ED Tracking and Defend Claim
* Government Funding Opportunities

Policy Governancee ° IT Governance

 Policy Governance® / IT Governance Workshops Ensurlng Fiduciary GOVERNANCE
. . Compliance ca
* Policy Governance® / IT Governance Implementation . ;
B * Develop Board of Directors by TeegerSchiller
» Board Coaching ! y
Policy Manual

* CEO/ED/CIO Coaching
* Policy Governance® / IT Governance Templates (CoblT)
* Owner Accountable Leadership

Board Process Maintenance
New Directors Orientation
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Director

David Teeger C.A., C.A. (S.A.) graduated as a Chartered Accountant in
South Africa, and upon arrival in Canada he obtained his Canadian C.A.
designation and joined Richter & Associates, a management
consulting firm, where he concentrated his practice on various business
sectors including household goods, fashion, automotive parts, public
associations, and retail chains. He performed many roles in his 15 years
at Richter, including managing the professional services

organization in North America and all business
operations throughout Europe.

David’s professional capabilities include
computer audits, feasibility studies, system
analyses and assistance in the selection,
negotiation and implementation of
computerized solutions.

As a founding partner of Teeger Schiller Inc.,
he has focused his practice on consulting to
management. His team of professionals has
helped businesses select and successfully
install a variety of ERP business solutions and
add-on systems including business intelligence solutions to give new
life to existing computer systems. David’s clients not only rely on him
to successfully manage the implementation of their new systems, but to
manage the change that occurs in their organizations as a result of the
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Director

Elliot Schiller, Ph.D., C.M.C. began his career as a Chemical Engineer
working for Grumman Aircraft, in Long Island, New York.

He obtained his Ph.D. at the University of Pittsburgh with funding from
the U.S. Atomic Energy Commission, and, after being awarded

a Presidential Fellowship, he went on to perform research and develop-
ment activities at Brookhaven National Laboratory.

Since coming to Canada, he has primarily
assisted consumer products and retail
organizations in a variety of strategic
management initiatives, traveling around
the globe on behalf of his clients. In 1987,
Elliot joined Richter & Associates, and it is
here that he first met David Teeger.

As a founding partner of Teeger Schiller \

Inc., he has focused the SR&ED / Grant N
Division on obtaining grants and tax incen- ‘
tives for over 100 companies in the small

to medium sized business sector. His team

has provided services to the discrete / processing manufacturing, mate-
rial development, textiles, apparel, automotive and computer sciences
sectors. Annually,Teeger Schiller Inc. secures more than $5 million in
government funding to assist its clients in having their business initia-
tives supported by government funding.
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304 Richview Ave., Toronto, ON M5P 3G5
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