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Services Funding Talent Inclusion 



Sources for Start Up Capital 

	

Bootstrapping		
	
Friends	and	Family		
	
Crowdfunding	
	
Loans		
	
Angel	Investors	
	
Venture	Capital	
	
Business	Plan/Pitch	CompeHHons	
	



The	term	refers	to	the	idea	of	someone	"pulling	themselves	up	
by	their	bootstraps."		
That	phrase—which	refers	to	19th	century	high-top	boots	that	
were	pulled	on	by	tugging	at	ankle	straps—generally	means	
doing	something	without	outside	help.	

	
	

Bootstrapping	

Personal	Savings	
	
Home	Equity	Loan	
	
Home	Equity	Line	of	Credit	
	
Credit	Card	Debt	



Bootstrapping-	Credit	Card	Debt	

	
Advantages	of	using	credit	cards	
•  quick	source	of	funding	
•  free	if	paid	off	in	Hme	
•  help	build	up	credit	scores	
	
Disadvantages	of	using	credit	cards	
•  can	be	very	expensive	
•  can	effect	the	ability	to	borrow	
•  can	destroy	credit	scores	
	
	



Bootstrapping-	HELs	or	HELOCs	
Home	Equity	Loan	(HELs)-	This	is	a	one-Hme	
lump	sum	loan	that	is	repaid	monthly	at	a	
fixed	rate.	The	average	cost	of	a	fixed-rate	
home	equity	loan	is	5.33%	
	
Home	Equity	Line	of	Credit	(HELOCs)-	
HELOCs	allow	homeowners	to	borrow	
against	the	equity	in	their	homes	on	an	as-
needed	basis.	You	pay	interest	only	on	what	
you	borrow,	and	the	average	HELOC	
currently	costs	5.57%.	
Source:	interestrate.com	

Advantages	
• Home	equity	interest	rates	are	likely	to	be	
lower	than	your	other	borrowing	opHons	
since	the	loan	is	secured	by	your	home.	
• 	You	can	use	the	money	from	a	home	
equity	loan	any	way	you	wish,	while	
business	loans	o]en	come	with	restricHons	
on	how	you	can	use	the	cash.	

Disadvantages	
•  Your	home	is	at	risk	
•  Closing	costs	and	fees	
•  HELOCs	usually	come	with	variable	interest	rates	



	
1. Understand	their	moHves	
2.		Come	up	with	a	“kitchen-table	pitch”		
3.		Make	it	a	loan,	not	an	investment		
4. Focus	on	a	repayment	plan		
5. Dra]	an	official	loan	agreement		
6. Consider	lining	up	one	person	as	a	backstop	
instead		
7. Do	a	gut	check	before	going	ahead	
	

Tips	for	Raising	Funds		
through	Friends	and	Family	



If	a	friend	or	relaHve	is	contribuHng	money	as	a	gi],	that	
should	be	put	into	a	wricen	"statement	of	giQ."	The	gi]	
may	have	tax	consequences.			
	

The	U.S.	Internal	Revenue	Code	allows	an	individual		
annual	exempHon	from	gi]	tax	in	the	amount	of	$13,000	
per	recipient.	For	example,	if	parents	wanted	to	give	
children	a	tax-free	gi],	they	could	each	give	$13,000	per	
year	(total	gi]	of	$26,000	per	child	annually).		
	
Gi]s	in	excess	of	this	amount	would	count	against	the	
parents'	lifeHme	estate	tax	credit	and	might	require	the	
filing	of	a	gi]	tax	return.	

Family	and	friend	financing	as	a	gi]	



The	gi]	lecer	should	be:	
• Dated	
• Signed	
• Contain	the	name	of	the	
person	who	signed	the	lecer	
• Contain	the	name	of	the	
person	receiving	the	gi]	
• Confirm	the	gi]	amount	
• Confirm	that	the	gi]	is	
“uncondiHonal,	non	
repayable	and	non	
refundable”	

9/1/2013	
	
To	Whom	It	May	Concern:	
Re:	John	Smith		
	
I	confirm	that	I	am	giving	my	son	John	
Smith	an	uncondiBonal	giD	of	$50,000	
for	him	to	use	to	buy	a	business.	This	
giD	is	not	repayable	or	refundable.	
	
Should	you	require	any	addiBonal	
informaBon	please	do	not	hesitate	to	
contact	me	on	202	000	0000.	
Regards,	
(SIGN)	
Adam	Smith	
	

Statement	of	Gi]	



If	the	transfer	of	funds	is	not	intended	to	be	a	gi],	an	
enforceable	agreement	such	as	a	promissory	note	should	be	
dra]ed.		
	
The	absence	of	interest	charges,	or	below-market	rates,	may	be	
a	red	flag	for	the	IRS	to	quesHon	whether	the	transacHon	is	
really	a	gi],	rather	than	a	loan.	If	the	IRS	accepts	it	as	a	loan,	
but	finds	that	licle	or	no	interest	is	being	charged,	it	may	
"impute"	interest	and	tax	the	lender	on	the	interest	that	he	or	
she	"should"	have	received.	
	
If	the	lender	does	not	want	to	parHcipate	in	control	or	
ownership	of	the	business,	a	promissory	note	staHng	that	the	
money	is	a	loan,	and	lisHng	the	terms	of	the	loan,	should	be	
dra]ed	

Family	and	friends	financing	as	a	loan	



Bizfilings.com	
makes	available	a	free	
downloadable	installment	
payment	promissory	note	
	

Installment Note 
 

$ _________________   _________________ , 20___       

 

          FOR VALUE RECEIVED, the undersigned promise(s) to pay to   
 _________________________________________________________ the principal sum of  
 _________________________________________________________ DOLLARS ($  ________ ) 
and interest from  _______________________  on the balance of principal remaining from time to  
time unpaid at the rate of  ____________________  per cent per annum, such principal sum and 
interest to be payable in installments as follows:  ______________________________________  
 _________________________ DOLLARS ($  ________ ) on the ___ day of  _________ , 20  __ , 
and  _____________________________________________________ DOLLARS ($  _________ ) 
on the  _______ day of each and every month thereafter until this Note is fully paid, except that the  
final payment of principal and interest, if not sooner paid, shall be due on the  ______  day of 
 _____________ , 20 __ .  All such payments on account of the indebtedness evidenced by this 
Note shall be applied first to accrued and unpaid interest on the unpaid principal balance and the 
remainder to principal. 

          Payments are to be made at  _________________________________________________  
 ______________________, or at such other place as the legal holder of this Note may from time 
to time in writing appoint. 

          And to secure the payment of said amount, the undersigned hereby authorizes, irrevocably, 
 ____________  
any attorney of any Court of Record to appear for the undersigned in such Court, in term time or 
vacation, at any time after maturity, and confess a judgment, without process, in favor of the 
holder 
of this Note, for such amount as may appear to be unpaid thereon, together with reasonable costs  
of collection, including reasonable attorney’s fees and to waive and release all errors which may  
intervene in any such proceedings, and consent to immediate execution upon such judgment, 
hereby ratifying and confirming all that said attorney may do by virtue hereof. 

          At the option of the legal holder hereof and without notice, the principal sum remaining  
unpaid hereon, together with accrued interest thereon, shall become at once due and payable at  
the place of payment aforesaid in case default shall occur in the payment, when due, of any 
installment of principal or interest in accordance with the terms hereof. 

          All parties hereto severally waive presentment for payment, notice of dishonor, protest and 
notice of protest. 
 

 (signed) 

  
 
 

Promissory	Note	



If	the	family	member	is	to	become	an	owner	of	
the	business	in	exchange	for	financing,	
documentaHon	of	the	arrangement	is	important.	

Family	and	Friends	Financing	as	an	
Equity	Investment	



Each	year,	Federal	agencies	with	external	R&D	budgets	exceeding	$100	million	
must	allocate	2.5%	to	SBIR	and	STTR	grants:	
•  Department	of	Agriculture	
•  Department	of	Commerce	
•  Department	of	Defense	
•  Department	of	EducaHon	
•  Department	of	Energy	
•  Department	of	Health	and	Human	Services	
•  Department	of	Homeland	Security	
•  Department	of	TransportaHon	
•  Environmental	ProtecHon	Agency	
•  NaHonal	AeronauHcs	and	space	AdministraHon	
•  NaHonal	Science	FoundaHon	
Each	agency	administers	its	own	program	within	the	guidelines	established	by	
Congress.	Awards	are	made	on	a	compeHHve	basis	a]er	proposal	evaluaHon.	
		

Small	Business	InnovaHon	Research	
Small	Business	Technology	Transfer	



Crowdfunding	types	

Their	are	four	main	types	of	crowdfunding	
	
	1.	Rewards,		
2.	Equity,		
3.	DonaHon	and,	
4.	Debt-based	
	
hcps://www.fundable.com/crowdfunding101/types-of-crowdfunding	
	



THE	JOBS	ACT	
(Jump-start	our	business	startups	act)	

The	JOBS	Act	was	passed	by	Congress	on	a	biparHsan	basis	and	

signed	into	law	by	the	president	in	April	of	2012.	It	was	

designed	to	allow	a	new	type	of	crowdfunding	in	which	

contributors	could	get	equity	in	start	up	companies	



Then	on		October	23,	2015	
The	SecuriHes	and	Exchange	Commission	voted	
unanimously	to	propose	rules	under	the	JOBS	Act	to	permit	
companies	to	offer	and	sell	securiHes	through	
crowdfunding.	
	
Requires	crowdfunding	transacHons	take	place	through	an	
SEC-registered	intermediary,	either	a	broker-dealer	or	a	
funding	portal.	
	
SecuriHes	purchased	through	crowdfunding	can	not	be	
resold	for	a	period	of	one	year.	
This	took	effect	on	May	16,	2016	



•  Equity	crowdfunding	enables	broad	groups	of	investors	to	
fund	startup	companies	and	small	businesses	in	return	
for	equity.	

•  UnHl	the	JOBS	Act,	numerous	statutes	prevented	using	
crowdfunding	to	solicit	equity	in	a	company	

•  The	JOBS	Act	required	the	SecuriHes	and	Exchange	
Commission	to	modify	several	regulaHons	in	order	to	
permit	equity	crowdfunding	

	
•  Plamorms	like	EquityNet	and	OneVest	perform	a	

matchmaking	and	due	diligence	process	

What	is	start-up	equity	crowdfunding?		



RULES	of	Title	III	Crowdfunding	
Maximum	Offering	Amount	of	$1,070,000	
A	company	issuing	securiHes	in	reliance	on	RegulaHon	Crowdfunding	(an	
“issuer”)	is	permiced	to	raise	a	maximum	aggregate	amount	of	$1,070,000	
in	a	12-month	period.	In	determining	the	amount	that	may	be	sold	in	a	
parHcular	offering,	an	issuer	should	count:	
• the	amount	it	has	already	sold	(including	amounts	sold	by	enHHes	
controlled	by,	or	under	common	control	with,	the	issuer,	as	well	as	any	
amounts	sold	by	any	predecessor	of	the	issuer)	in	reliance	on	RegulaHon	
Crowdfunding	during	the	12-month	period	preceding	the	expected	date	of	
sale,	plus	
	
• the	amount	the	issuer	intends	to	raise	in	reliance	on	RegulaHon	
Crowdfunding	in	this	offering.	

An	issuer	does	not	aggregate	amounts	sold	in	other	exempt	(non-
crowdfunding)	offerings	during	the	preceding	12-month	period	for	purposes	
of	determining	the	amount	that	may	be	sold	in	a	parHcular	RegulaHon	
Crowdfunding	offering.	
	



RULES	of	Title	III	Crowdfunding	
	
Investors	Subject	to	Limits	
• Individual	investors	are	limited	in	the	amounts	they	are	allowed	to	invest	in	
all	RegulaHon	Crowdfunding	offerings	over	the	course	of	a	12-month	period:	
• If	either	of	an	investor’s	annual	income	or	net	worth	is	less	than	$107,000,	
then	the	investor’s	investment	limit	is	the	greater	of:	
• $2,200	or	
• 5	percent	of	the	lesser	of	the	investor’s	annual	income	or	net	worth.	

–  If	both	annual	income	and	net	worth	are	equal	to	or	more	than	
$107,000,	then	the	investor’s	limit	is	10	percent	of	the	lesser	of	
their	annual	income	or	net	worth.	

–  During	the	12-month	period,	the	aggregate	amount	of	securiHes	
sold	to	an	investor	through	all	RegulaHon	Crowdfunding	offerings	
may	not	exceed	$107,000,	regardless	of	the	investor’s	annual	
income	or	net	worth.	



	
Kickstarter	stats	as	of	July	2017	

$3,189,422,991	
total	dollars	pledged	to	Kickstarter	projects	

128,924	successfully	funded	projects	
	

Category		 Launched	
Projects		

Total	
Dollars		

Successful	
Dollars		

Unsuccessful	
Dollars		

Live	
Dollars		

Live	
Projects		

Success	
Rate		

All	 364,087		 $3.19	B	 $2.80	B	 $353	M		 $33M		 4,217		 35.83%	

Most	successfully	funded	projects	raise	less	than	$10,000,	but	a	
growing	number	have	reached	six	or	seven	figures.		

While	14%	of	projects	finished	having	never	received	a	single	
pledge,	78%	of	projects	that	raised	more	than	20%	of	their	goal	
were	successfully	funded.		

Last	updated:	July	30,	2017	



TradiHonal	financing	through	a	bank	is	available	for	
businesses	that	have	a	solid	track	record	and	can	show	that	
they	have	good	growth	opportuniHes,	but	it	is	difficult	for	
most	new	businesses	to	obtain.	Banks	will	require:	
	

•  1.	High	credit	score	by	the	owner(s).	
•  2.	A	solid	business	plan.	
•  3.	Collateral	to	ensure	payment	of	the	loan.	
•  4.	Owner	investment	in	the	business.		
•  5.		Owner	experience	in	the	industry.	
	

Tradi4onal Financing



A	line	of	credit	is	a	pre-determined	amount	of	
credit	that	the	borrower	can	draw	against	as	
needed.		
	
Instead	of	a	lump	sum	of	money,	there	is	a	
maximum	amount	of	money	available	to	use	as	
needed.		

Line of Credit



Entrepreneurs	who	borrow	money	need	to	
know	how	much	money	they	will	need	to	budget	
to	pay	back	the	loan.	
	
Webmath.com	makes	available	a	simple	
amorHzaHon	calculator	at	
hcp://www.webmath.com/amort.html	
	

Amor4za4on



Microlending	is	usually	defined	as	
extending	credit	in	relaHvely	small	
amounts	to	entrepreneurs	who	do	not	
qualify	for	convenHonal	bank	loans.		

Microlending



The	FICO®	score	is	the	best-known	and	most	widely	used	credit	score	model	
in	the	United	States.	
	
It	was	first	introduced	in	1989	by	Fair,	Isaac,	and	Company.		
	
Used	by	credit	reporHng	bureaus	such	as	Experian,	Equifax,	and	TransUnion	
to	produce	a	credit	score.		
	
It	provides	a	snapshot	of	risk	that	banks	and	other	insHtuHons	use	to	help	
make	lending	decisions.		
	
90%	of	top	lenders	use	FICO®	scores	when	making	lending	decisions.	
	
*OperaHon	HOPE	offers	free	credit	counseling	which	includes	pulling	your	
credit	report	and	providing	you	with	your	FICO®	score		
hcp://www.operaHonhope.org/	
	
	

Credit	and	Credit	Scores	



How	a	FICO	score	breaks	down	



Angel	Investor	(also	organize	themselves	in	groups)	

•  An	individual	investor	

•  May	be	willing	to	invest	in	early-stage	or	start-up	businesses,	as	well	as	established	companies	

•  Investment	amounts:	$5k	-	$100k,	someHmes	a	bit	more	

•  Have	experience	and	contacts	to	contribute	

•  May	be	willing	to	be	"hands-off"	or	"hands-on"	

Venture	Capital	

•  A	company	or	business	rather	than	an	individual	

•  Seldom	are	interested	in	early-stage,	unless	compelling	reasons	(e.g.;	high	tech	with	already	successful	
founders)	

•  Investment	amounts:	$1M	+	

•  Have	contacts	

•  Require	seat	on	board	

	

To	learn	more	about	Angel	Investors	visit:	www.angelcapitalassociaHon.org	

To	learn	more	about	Venture	Capital	visit:	hcp://nvca.org/	

	

	

Angel Investor vs. Venture Capital



• A	strong	management	team	
• Unique	product	or	service	disHnguished	by	an	
idenHfied	compeHHve	advantage	and	large	market		

• A	personal	financial	investment	in	the	company.	
• A	clear	picture	of	the	market	for	the	product	or	
service	and	realisHc	plan	for	market	penetraHon		

• An	exit	strategy	for	the	investor	that	is	reachable	
within	5	to	7	years		

•  The	potenHal	for	a	strong	return	on	investment		

What criteria do angel groups 
 use to select entrepreneurs?



Services Funding Talent Inclusion 


