INVESTOR
WELCOME KIT

You’re joining a community
of investors supporting small
businesses across the country!
This welcome packet will help you get started and let you
know what to expect as an investor on NextSeed.
NextSeed allows any investor to invest in debt or debt-like
securities offered by small businesses across the United
States. You can browse through NextSeed’s website to view
investment opportunities and learn more about small businesses, the people behind them and what they’ll use
the money for. You can also take a look at their financials.
We pre-screen all businesses that list on NextSeed.
Use this guide to learn how to invest on NextSeed, navigate your account and understand important information
about investing in businesses through NextSeed. We’re also
available to answer any questions you may have —please
don’t hesitate to send us an email at
info@nextseed.com.
Cheers,
The NextSeed Team
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INVESTMENT LIMITATIONS
Take charge of your investments. Know where your money
is going and what it’s being used for.
I nvestment risks must be c onsidered prior to par tic ipation. I n v e stin g in
c rowdfunding investments pursuant to S ec tion 4(a) (6) of the U. S . S e cur ities Ac t of 1933 and the related regulations (“Regulation Cro w df u n din g” )
by the U.S . S ec urities and Exc hange Commission (“S EC ”) in v o lv e s r isk .
You should not invest unless you c an af ford to lose your entire in v e stm e n t.
I n making an investment dec ision, you must rely on your ow n e x am in atio n
of an issuer and the terms of the of fering, inc luding the mer its an d r isk s
involved. Please refer to the of fering materials of eac h of fer in g f o r a f u ll
list of risks involved in investing in the applic able sec urities.
nextseed.c om | Provided by NextS eed US L LC | All Rights Re se r v e d
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HOW CAN YOU INVEST
WITH NEXTSEED?
Any investor may purchase securities offered on NextSeed’s website. You will need
to complete the registration process by opening an investment account with NextSeed’s partner bank and fund your investment account. When making an investment
commitment on NextSeed, you will have to confirm the following:
ɳɳ You will not be in violation of the investment limitations imposed by Regulation Crowdfunding.
ɳɳ You understand that the entire amount of your investment may be lost and you can withstand a full loss.
ɳɳ You have completed a questionnaire on NextSeed’s website demonstrating that you understand the risks
of any potential investment and other required statutory elements.

HOW ARE OFFERINGS LAUNCHED?

POST-OFFERING INVESTMENT

Every business that offers securities on NextSeed’s platform has passed through our proprietary and standardized risk assessment and due diligence processes. For
more information on our pre-screening processes, please
see here.

After an offering is successfully completed, NextSeed will
facilitate payments back to investors’ NextSeed accounts
with our partner bank.

Once a business agrees to the financing terms proposed
by NextSeed, the business works with NextSeed to file its
documents with the Securities and Exchange Commission
and provide you with the required disclosure materials.
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I N V E S T I N G I N N EX TS EED

In order to provide these services, NextSeed will charge
each investor a 1% fee on each payment made to the
investor. Other than as disclosed, NextSeed may not have
any other ongoing relationship with a specific business.

WHAT HAPPENS WHEN
YOU INVEST?
Funds are withdrawn from your external account upon your investment commitment
(which can be cancelled until the last 48 hours of an offering). Once you make an
investment commitment, NextSeed will notify you with the following information:
ɳɳ The dollar amount of your investment
ɳɳ The price of securities, if different from the dollar amount of your investment
ɳɳ The name of the business issuing the securities
ɳɳ The date and time by which you may cancel your investment commitment

If an offering is successful, NextSeed will notify you with detailed information about
the completed offering, including a copy of your investment agreement.

HOW WILL NEXTSEED BE
COMPENSATED FOR AN OFFERING?
NextSeed charges each business the following: (i) a onetime $500 fee to set up the escrow account and (ii) if the
offering is successful, a crowdfunding fee of up to 10% of
the total amount raised.

WILL ANYONE ELSE BE COMPENSATED?
It depends. Any person who promotes a business’s offering
for compensation on NextSeed will need to tell you. A past
or prospective promoter, a founder or an employee of a
business that engages in promotional activities on behalf
of the business on NextSeed must clearly disclose in all
communications on NextSeed: (i) the receipt of the compensation and (ii) that he or she is engaging in promotional
activities on behalf of the business.
INVES TIN G IN N EXTSEED
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RISKS ASSOCIATED WITH
INVESTING ON NEXTSEED
NO ASSURANCE OF
INVESTMENT RETURN
There can be no assurances that investors’ investment objectives will be achieved or that a business will be able to
repay the amounts owed to investors under the investment
agreements. Therefore, an investor should only invest in the
securities if the investor can withstand a total loss of his or
her investment. In considering the performance information
received from a business, prospective investors should
bear in mind that past, targeted or projected performance
is not necessarily indicative of future results, and there can
be no assurances that the targeted or projected returns will
be achieved, or that a business will achieve comparable
results.

LIMITED TRANSFERABILITY OF
THE SECURITIES
There is no public market for the securities, and none is expected to develop. There are substantial restrictions upon
the transferability of the securities under the terms of the
applicable investment agreements and applicable securities laws. In general, transfers of securities are subject to
restrictions and the securities are not redeemable.
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RI S KS A S S OC I AT ED

LIMITED SOURCE OF REPAYMENT
The only source of financial return for investors before
maturity is through payments as set forth in the investment
agreements and there is no guarantee of any
investment return.
The securities are speculative investments inherently involving a degree of risk, meaning part or all of such investments
may be lost. None of the businesses or NextSeed will
guarantee loan payment or investor returns.

DIFFICULTY OF MAKING PROJECTIONS
Projected returns of the securities are based primarily on
financial projections prepared by the applicable business’s
management. In all cases, projections are only estimates of
future results that are based upon information received from
the business and assumptions made at the time the projections are developed. There can be no assurance that the
results set forth in the projections will be attained, and actual results may be significantly different from the projections.
Also, general economic factors, which are not predictable,
can have a material effect on the reliability of projections.

LEGAL AND REGULATORY IMPLICATIONS

the time of such offerings that these securities are exempt
from registration.

The legal and regulatory regime governing investment
crowdfunding is a recent development and subject to
inherent uncertainty as the applicable legal and regulatory
environment continues to evolve. Accordingly, there may
be changes to the legal and regulatory requirements that
negatively affect the operations of NextSeed, including
servicing the securities.

We will prepare and
distribute the required
tax documents to you at
no additional cost on an
annual basis.

In addition, while the effective interest rates that may be
charged to a business are intended to be compliant with
applicable state usury law requirements, if in the event that
any lawsuit brought by any issuer on NextSeed results in
the securities being found to violate state usury laws, such
securities may lose certain value.

CERTAIN CONSIDERATIONS FOR DEBT
OR DEBTLIKE SECURITIES

Each business that offers securities on NextSeed intends
to treat the securities as debt instruments for U.S. federal
income tax purposes. The business’s good-faith determination that the securities should be considered debt instruments for U.S. federal income tax purposes is not intended
to be, nor should be construed to be, legal or tax advice to
Securities offered on NextSeed’s platform will not be recany particular person. This consideration is not binding and
ommended or approved by any federal or state securities
commission or regulatory authority. Furthermore, these au- therefore may be subject to review and challenge by the
thorities will not take a view upon the accuracy or adequa- IRS. All prospective investors are urged to consult their own
tax advisors with respect to the U.S. federal, state, local
cy of this document or any offering documents.
and non-U.S. tax consequences related to the purchase,
ownership and disposition of the securities based on their
The SEC will not pass upon the merits of any securities
offered or the terms of the offering on NextSeed’s platform, particular circumstances. Preparation and distribution of
required tax documents to investors (e.g., Form 1099-INT)
nor will it pass upon the accuracy or completeness of any
will be handled electronically at no additional cost on an
offering document or literature. These securities will be
offered under an exemption from registration. However, the annual basis.
SEC will not have made an independent determination at
RISKS ASSO CIATED
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REQUIRED BUSINESS
DISCLOSURES
Upon completion of an offering on NextSeed’s website, businesses are required by
Regulation Crowdfunding to file an annual report with the SEC, no later than 120
days after the end of the most recently completed fiscal year and disclose this report
to investors on the business’s website.
This report shall be similar to what is required in the offering statement, including results of operations and financial
statements of the business as of end of the most recently completed fiscal year, certified by the principal officers of the
business. If a business stops reporting annual reports for any reason, you may not have current financial information about
the business.
The requirement for businesses to file an annual report shall terminate upon the occurrence of any of the following events:
ɳɳ The business is required to file reports under the U.S. Securities Exchange Act Sections 13(a) or 15(d)
ɳɳ The business has filed at least one annual report and has fewer than 300 holders of record
ɳɳ The business has filed at least three annual reports and has total assets that do not exceed $10 million
ɳɳ The business or another party purchases or repurchases all of the securities issued pursuant to Section 4(a)(6)
of the Securites Act, including any payment in full of debt securities or any complete redemption of
redeemable securities
ɳɳ The business liquidates or dissolves in accordance with state law
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RE Q U I R E D B U S I N ES S D IS CLOS URES

INVESTMENT LIMITATIONS
How much can I invest in the securities? The aggregate
amount of investments in crowdfunding securities that you
can invest in a 12-month period on the national level under
Regulation Crowdfunding is determined by your income
and net worth (or, if you are an entity investor, revenue and
net assets) as follows (updated April 5, 2017):

Can I cancel an investment commitment? Yes, you may
cancel an investment commitment until 48 hours prior to the
deadline of that offering. Within 48 hours of the offering
deadline, you may not cancel your investment commitment
(unless there is a material change to the offering).

Can I resell or transfer the securities I have purchased? Under Regulation Crowdfunding, during the one-year period
beginning when the securities were issued, you may not
transfer securities you purchase on NextSeed’s platform,
unless such securities are transferred:

If there is a material change that would require the business to update its offering materials and notify you of the
change, then your investment commitment will be cancelled
and your committed funds will be returned to you unless
you reconfirm your investment commitment within 5 business days.

If a business reaches its target offering amount prior to its
(1) If your annual income or net worth (or annual revenue
deadline, it may close the offering early (unless there is
or net assets, as applicable) is less than $107,000, you
a material change to the offering). The business will need
may invest the GREATER of (a) $2,200 or (b) 5% of the
to notify all its investors about the new offering deadline
lesser of your annual income or net worth (or annual reve- at least 5 business days in advance of the new offering
deadline. You will be able to cancel your investment until
nue or net assets, as applicable).
(2) If your annual income and net worth (or annual revenue 48 hours prior to the new deadline.
or net assets, as applicable) is greater than $107,000, you
may invest the LESSER of (a) 10% of your annual income or If you do not cancel your investment commitment before the
48-hour period prior to the offering deadline, the funds will
net worth (or annual revenue or net assets, as applicable)
or (b) $107,000. During your signup process, we will help be released to the business upon closing of the offering and
you will receive securities in exchange for your investment.
you determine your total allowed investment amount.

(1) to the business that issued the securities
(2) to an accredited investor as defined in Rule 501(a) of
Regulation D
(3) as part of an offering registered with the SEC
(4) to a member of your family or the equivalent, to a trust
controlled by you, to a trust created for the benefit of a
member of your family or the equivalent, or in connection
with your death or divorce or other similar circumstance.
In addition, a business is not obligated to permit or recognize any transfer of securities.

Can a business cancel an offering? A business may decide
to cancel an offering prior to its deadline. If that happens,
NextSeed will notify you of the cancellation. Within 5 business
days of learning of the cancellation, NextSeed will:
(1) Give or send to each investor who had made an investment commitment a notification disclosing the cancellation of
the offering, the reason for the cancellation, and the refund
amount that the investor should expect to receive
(2) Direct the refund of investor funds
(3) Prevent investors from making investment commitments
with respect to that offering on the NextSeed platform.

INVES TM ENT LIM ITATIONS
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