Supporter /Investor

#10 - Uneven or unclear
regulatory system

Definition

Supporting a project on a foreignh platform might be
an interesting option to broaden the individual
portfolio of investments, as it opens up to larger
markets. Nonetheless, the lack of an international or
EU-wide common crowdfunding regulation makes it
unclear which law is to apply: the one of the SME’s
seat? Or does it depend on the platform? Or, even,
on the supporter’s location?

Same confusion might arise in relation to taxes. The
latter, in fact, most of time depends on the national
regulation, thus the fiscal impact or absorption of
the investment may vary and not be clear in case of
cross-border activity. Lack of coordination between
legislations in different countries and a scarce
guidance on applicable fiscal regulation could result
in market fragmentation and law-breach, even
unintentionally.

Sometimes, furthermore, different countries impose
different investment limitations to the individuals,
thus legal issues might arise in relation to the
platform’s fundraising terms and conditions.

Mitigation strategy
Before transferring or investing money on any project, it is key to

check and verify its legal and fiscal terms, as well as the ones
concerning the platform. Make sure the platform displays:

J legal framework

. the authority of reference

. division of responsibilities

. contractual details / obligations

Such information are an indicator of reliability, as they prevent
future fiscal or legal issues. Require the platform to transparently
express the specific country regulation applied, so that to avoid
future fiscal issues or legal malpractices.
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