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Please Note: 
Many of the topics presented here are further 

discussed and expanded on in the author’s eBook titled:

How to Select Set up & Use the Right Business Entity

Contents in this eBook
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About the Author

Mr. Patrick Dague was trained on Wall Street in New York City by a major 

national investment brokerage firm. He became a registered investment 

advisor, financial planner and stockbroker, 

helping his firm raise millions of dollars for 

private business and real estate opportunities.

He left that company after a few years to join a 

smaller investment securities firm where he 

specialized in raising private capital for small 

and medium sized companies. He then 

resigned from that smaller company over 

twenty years ago to focus on his own ventures.

Since resigning as an investment broker Mr. Dague has successfully raised 

millions of dollars in private capital for his own real estate & business 

ventures, including online marketing. He’s also successfully coached others 

about the process. 

Mr. Dague holds undergraduate degrees in Aviation Science and Business 

Management. His graduate work was in International Business. He is 

currently active in certain types of charitable work in addition to funding his 

own ventures, particularly real estate ventures, when opportunities arise.

DISCLAIMER CONCERNING LEGAL ADVICE:
All information here is for educational purposes only. Each and every business situation is unique and 
different. For specific legal questions related to your particular venture please consult a lawyer. The 
author is not an attorney. He is not qualified and licensed to give legal advice and nothing herein should 
be considered in any way to be legal advice. The information here will likely be of great help when 
speaking with your own attorney and others but it is in no way a substitution for having good legal 
counsel.

http://www.investorsformybusiness.com/
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Private Capital Offering Documents

Private Offerings and the Securities Laws
Private offering documents are used to raise investor capital. In most cases 

if you make a private offering, meaning that you or a representative of 

yours is approaching people to invest in your business, you are “selling a 

security” as that term is defined in law and by the courts. 

A free online dictionary defines a “security” as a follows:

A security, also referred to as a financial instrument 
or financial asset, is a generic term used to describe stocks, 
bonds, money market securities (e.g., treasury bills), and other 
instruments representing the right to receive future benefits 
under a set of stated conditions.

A “financial security” usually refers to money invested with a third-party who 

has complete control of the invested funds & promises to use the invested 

money for business purposes, with the intention of providing a financial 

benefit to the investor. In most cases certain disclosures should be made to 

the investor before a company accepts their investment.

On the other hand, if an investor has control over how a business is 

operated, as for example under the terms of a joint venture arrangement, 

the money they put up may not be a “financial security” in the eyes of the 

law. The same might also be true regarding personal loans.  Each situation 

is different, of course, so it’s best to check with a lawyer when raising 

money for a business from third party private investors. For a lot more 

information I suggest getting my Core Training.

http://www.investorsformybusiness.com/
https://www.investorsformybusiness.com/core-training3/


© 2017              www.InvestorsForMyBusiness.com5 

Personal Loans 
Here is an example of a personal loan that would likely not be considered a 

“security interest” and thus would not be subject to compliance with U.S. 

state and federal securities laws:

John Doe borrows ten thousand dollars from Mary T. and 

hands her a personal promissory note for ten thousand dollars 

at 8% interest. Even though John intends to use the money in 

his business, and he discloses that to Mary, the fact that he is 

personally borrowing the money and has personally promised 

to repay it regardless of how the business performs most likely 

means that the loan is outside of the purview of the securities 

laws. The laws concerning repayment of debt, however, will of 

course apply in this situation. 

Note: I have a template for this – check with legal counsel before using it.

Joint Venture Agreement
Here is an example of a joint venture that also would likely not be 

considered a “security interest”:

Cynthia Doe has a great idea for a business or real estate 

venture but she does not have the capital needed to move 

forward.  Her outgoing friend Sally T. has just received an 

inheritance; Sally loves the idea of being involved in the 

business and she wants to sell the product or services that 

Cynthia plans to create. If Sally makes an investment as a co-

http://www.investorsformybusiness.com/
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owner of the business her investment would also not likely be 

seen as a “security” that is subject to state and federal 

securities laws.
Note: I have a template for this too – check with legal counsel if using it.

Selling Business Equity or Debt is “Selling a Security”
If raising money from private investors & other private money sources you 

can be virtually certain that you’re “selling a security” if the following 

applies:

(1) You have no personal liability to repay the funds, and

(2) A return on the investment for the investor is subject to the 

performance of your business. 

When to Use a Private Placement Memorandum

In situations where you are raising investment capital for a business or real 

estate venture, and the business is solely liable to the investor, it’s virtually 

certain you’re selling a security interest. In such cases it would be important 

to give a formal set of written disclosures to potential investors called a 

“prospectus” or more commonly a Private Placement Memorandum (PPM). 

A PPM is also commonly referred to as an “Offering Memorandum” and as 

a “Private Offering Document".  When money is handed over by private 

investors to a company under the terms of a PPM, the offeree (seller) is 

“selling securities” and the buyer is “purchasing securities”. Thus the 

shares, membership certificates or other financial instruments sold are in 

fact “securities” in the eyes of the law. 

Please Note: I have several PPM templates – check with a lawyer if using them.

http://www.investorsformybusiness.com/
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Registered vs. Unregistered Securities

There are two kinds of securities, registered and unregistered. “Registered” 

means the securities have, after a long and very expensive registration 

process, been registered with the United States Securities and Exchange 

Commission (SEC).  “Unregistered” means securities sold under certain 

laws that allow for exemption from registration with the SEC. 

Registered 

“Registered securities” might be stock in IBM or convertible 

debentures (a debenture is a form of unsecured debt) issued by 

the Coca-Cola company. 

Unregistered

“Unregistered securities” are those sold by both large and small 

private companies under the terms of an exemption from 

registration. .

Exemptions from Registration
More information on this topic is available on certain webinars I co-host at 

times with qualified legal counsel, but it is important to at 

least make note of the following:

(a) All securities sold in the United States must either 

be registered with the United States Securities and 

Exchange Commission (SEC) or sold under an 

exemption from registration. 

http://www.investorsformybusiness.com/
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(b) The terms “Reg D” and “Rule 506” are often used 

interchangeably when talking about a private securities offering 

made under the exemptions available in federal Regulation D, 

rule 506. They refer to the same thing.

(c)  Exemptions from registration with the SEC are available under 

both federal and state laws. Exemptions allow non-registered 

privately sold securities to be sold to qualified private investors. 

(d)  There is an exception concerning accredited investors, but as a 

rule, only securities that are registered with the United States 

Securities and Exchange Commission (SEC) may be publicly 

advertized and sold. Violations carry severe penalties.

More on Private Placement Memorandums (PPMs)

A PPM is the legal document that provides details concerning the 

unregistered investment securities being offered.  The overall purpose of a 

PPM is to state the objectives of the venture, the known risks and related 

risk factors, and the terms under which investors will participate in profits or 

losses. 

PPMs are Commonly Used to Raise Business Capital
A PPM is commonly used when raising money for a startup company, an 

Internet marketing-based business or any kind of a commercial real estate 

venture, such as buying an apartment house. Although it must be put 

together properly, really a PPM is nothing more than a set of written 

disclosures & my attorney recommends creating a PPM using a template.

http://www.investorsformybusiness.com/
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 A PPM Provides a an Extra Level of Protection
Providing proper disclosures through use of a Private Placement 

Memorandum helps protect both the company and the individuals selling 

the investment offering from the liability associated with selling unregistered 

securities. This is done in part by including “Safe Harbor” provisions that 

are allowed under certain laws passed by congress in 1995 and including 

known potential “Risk Factors” in the document. 

Full Disclosure
A PPM is intended to be a “full disclosure” document, meaning all 

reasonably relevant information known to those who 

are launching or running a business venture 

are included in it. 

Disclosures therefore commonly include current 

company financial statements, however if you’re 

starting up a business or launching a new commercial real estate venture 

the company financial statements will likely include cash invested to form 

the business entity, and not much else.  

A PPM will also usually contain information about management, including 

as appropriate information about the education, background and 

experience of key founders and managers. It will also of course have a 

description of the business venture itself. Another key part is information in 

general terms about the requirements interested investors must meet to 

participate in the offering. A good template will typically have all of these 

parts, and all that is needed is for you to fill in the appropriate information.

http://www.investorsformybusiness.com/
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Common Uses for Money Raised from Private Investors
Common uses for funds raised include, but certainly are not limited to:

  (a) Funds to a start up business

  (b) Bring money into an existing business

(c) Put together a group of investors for a real estate investment.

Using Document Templates

Standard Format and Legal Language
PPMs for business and real estate ventures follow certain standard 

formats. They will always contain many of the same or quite similar legal 

disclosures and provisions, including safe harbor provisions. 

Templates Save Time and Money
Despite the fact that much of the same language is used in virtually every 

PPM prepared by lawyers, attorneys still routinely charge many thousands 

of dollars to create one. And… you’ll usually have a long wait to get it, too.

However, if you have and use a good set of PPM document templates you 

can do it yourself. You will probably do it better too, because you’ll be 

“hands on” with the important business description sections. You’ll also 

most likely get your PPM created faster than an attorneys would.  Then you 

can simply have an attorney review it to make corrections needed, if any. 

///

///

http://www.investorsformybusiness.com/


© 2017              www.InvestorsForMyBusiness.com11 

PPMs Typically Include These Sections
As you look through the items below that are typically included in a PPM it 

might seem like there are a lot of different parts. Most parts of a PPM, 

though, are simply standard language that is repeated in virtually all of 

them and the same languaging will be included in a good template:  

 Introductory page with company name and basic offering information

 Price, placement fees and proceeds table

 Unregistered securities disclosure

 A section titled “Summary of the Offering” and relevant transactions

 Basic information about the offering company

 The “Plan of Operation” & a “Use of Proceeds” table

 A “Risk Factors” section 

 Basic information about company management 

 Management responsibilities & how they are compensated

 The names of people who own more than 5% of the company

 The requirements to be an investor & how the offering is to be sold

 Disclosures concerning any lawsuits or other legal matters

 Current financial statements & operating or shareholders agreements

 The investment document to be signed by investors.

Legal Document Freelancers

You can also have experienced freelancers modify any of my templates for 

you. Here are a couple of websites where there are literally hundreds of 

good low-cost freelancers who are familiar with writing legal documents:

http://www.guru.com/d/freelancers/c/legal/ and 

https://www.upwork.com/o/jobs/browse/skill/legal-writing/

http://www.investorsformybusiness.com/
http://www.guru.com/d/freelancers/c/legal/
https://www.upwork.com/o/jobs/browse/skill/legal-writing/
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Well Tested Templates Are Available

I have some excellent, easily modified templates for use. I suggest getting 

them now or soon because it helps to review them in advance, even if 

you’re not yet quite ready to start raising private capital. Of course review 

your final draft with legal counsel before use. They include:

(1) Loans – i.e. Promissory Notes

(2) Joint Venture Agreements

(3) Private Placement Memorandums
     (Business or Real Estate) 

  (4) Operating Agreements 
      (LLC)

  (5) Shareholder Agreements 
      (C Corp)

  (6) Investment Agreement 
     (Subscription Agreement)

(7)  Investor Questionnaire 

  (8) Conflict Resolution Agreement
        (Clauses for Shareholder
         Agreement or LLC 
         Operating Agreement)                        

    And more…!

My templates have been used and modified many times over the years with 

the help of experienced legal counsel. They’re among the best available. 

For more information go to: www.InvestorsForMyBusiness.com/templates

http://www.investorsformybusiness.com/
www.InvestorsForMyBusiness.com/templates
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Investors
Investors involved in private placements come from a wide variety of 

sources, including ordinary citizens, people with assets in an IRA, 401K or 

other pension plan, Angel investors, 

active accredited investors, some banks, 

and a number of other sources. On the 

other hand venture capital firms typically 

fund less than one percent (1%) of the 

ventures they look at – so the other 

investor sources are usually a better bet. 

For a more complete list of potential 

investor sources please consider picking up the core training offered at 
www.InvestorsForMyBusiness.com/Core-Training3 .

A Note of Appreciation and a Book Suggestion

Mr. Bruce Methven is a securities attorney with 

offices in Berkeley, California who has assisted 

me with a number of private placement offerings.  

I have sincerely appreciated his help and insight 

over the years and I’m happy recommend his 

book, Raising Money Legally, which is available 

for Kindle readers on Amazon.com.

*Please Note: The Jobs Act was enacted after this book was published. That new law 

allows for advertising to accredited investors under certain circumstances. I suggest 

checking with legal counsel for more specific information.

http://www.investorsformybusiness.com/
http://www.investorsformybusiness.com/Core-Training3
http://www.investorsformybusiness.com/Core-Training3
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Your Personal Investments

If you are approaching this subject from the viewpoint of an investor 

with available funds who is looking for opportunities, as opposed to 

raising money from third party investors for your own ventures, we 

may want to connect with each other on that level.

One of the lessons I’ve learned over the years is 

how important it is to maintain the safety of 

invested capital.   Money lost in an investment 

portfolio gets more difficult to replace as we get 

older because we just simply have less time for 

our capital to grow. 

Investment Opportunities: From time to time I may have 

*investment opportunities available to discuss with people with 

whom I’ve developed a reasonable business relationship. If you 

want to know more about this please visit my website at 

www.investorsformybusiness.com/investor-survey and respond 

to a few brief questions. I’ll send you a short note and a small 

gift in response, and then stay in touch as appropriate. 

*This is not in any way whatsoever a solicitation for money nor an offer to sell an investment. Investments, if any 
are offered and / or sold, will be offered and sold only to those persons or entities who meet the requirements of that 
particular offering in advance, and will be offered and sold ONLY by written prospectus. No offers to invest will be 
made or accepted via public or online formats of any kind, but you can learn more about this if interested.

With best wishes to you for joy in life 
& success in business, 

Patrick Dague    
END

http://www.investorsformybusiness.com/
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