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July 11, 2024

The Honorable Gary Gensler

Chair

U.S. Securities and Exchange Commission
100 F Street NE

Washington, DC 20549-1070

Dear Chair Gensler:

On behalf of the SEC Small Business Capital Formation Advisory Committee,
we are pleased to submit the below recommendation approved at the
Advisory Committee’s May 6, 2024 meeting, where the Committee discussed
Regulation Crowdfunding (Reg CF).

Recognizing that Reg CF has been an important source of funding for women
and diverse founders and geographically diverse companies, but still
accounts for only a small fraction of capital raised under the securities laws,
the Committee considered potential changes to Reg CF that could improve
the exemption. The Committee’s discussion included consideration of (i) the
Reg CF landscape and key features of the exemption, (ii) data and policy
recommendations from a recent study' regarding women and minority
entrepreneurs who participated in Reg CF and (iii) various benefits and
obstacles to this capital raising pathway.

Our discussion focused in on one of the more expensive elements of a Reg
CF offering — preparation of the financial statements. In 2020, the
Commission adopted temporary COVID relief providing an exemption from
certain Reg CF financial statement review requirements for issuers offering
$250,000 or less of securities in reliance on the exemption within a 12-month
period.? The Committee discussed this prior temporary relief, and the
recommendation below seeks to address the needs of early-stage
businesses for cost-effective capital, particularly when the amount of capital
being raised is limited.

The Committee recommends that under Regulation Crowdfunding
the Commission increase the offering threshold at which reviewed
financial statement are required from $124,000 to $350,000. This

1 See “Women and Minority-Owned Businesses in Regulation Crowdfunding,” Melody
Chang PhD, dated May 2024.

2 The temporary COVID relief expired on August 28, 2022. See SEC Fact Sheet
“SEC Provides Temporary, Conditional Relief to Allow Small Businesses to Pursue
Expedited Crowdfunding Offerings” dated May 4, 2020; SEC Fact Sheet “SEC
Harmonizes and Improves “Patchwork” Exempt Offering Framework” dated
November 2, 2020.
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would allow companies that are offering less than $350,000 in securities within a 12-month period
to use certified financial statements and certain tax return information, in lieu of financial
statements reviewed by a public accountant that is independent of the issuer. The Committee
further recommends that two years after the $350,000 threshold becomes effective, the
Commission review such threshold to consider whether or not to further escalate the threshold
above $350,000.

Respectfully submitted on behalf of the Advisory Committee,
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