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HB 566

Florida House of Representatives - 1987

By Representative Abrams

Rules and for the 1nformation
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1 A bill to be entitled
2 An act relating to securities transactions;
3 amend:ing s. 48.151, F.S.; expanding the
4 Comptroller's responsibility as an agent for
5 service of process with respect to violations
6 of ch., 517, F.S., relating to securities
7 transactions; amending s. 517 021, F.S.;
8 excluding certain persons from the definition
9 of the term "dealer”; amending s. 517.082,
10 F.S.; authorizing the registration of certain
11 securities filed under the Investment Company
12 Act of 1940; deleting restrictions on the
13 registration of securities due to the
14 commission of reportable acts, amending s.
15 §17.161, F.S.; providing grounds for the
16 revocation, denial, or suspension of the
17 registration of a dealer, investment adviser,
18 associated person, or branch office; providing
19 an effective date.
20
21| Be It Enacted by the Legislature of the State of Florida:
22
23 Section 1. Subsection {4} of section 48.151, Florida

24| Statutes, 1s amended to read:

25 48.151 Service on statutory agents for certain

26| persons.--~

27 (4) The Comptroller 1i1s the agent for service of

28| process for any 1ssuer as defined in s. 517.021, or any

29} Qdealer, investment adviser, or associated person registered

30| with the Department of Banking and Finance, for any violation
31| of any provision of chapter 517.
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Section 2. Paragraph (b) of subsection (9) of section
517.021, Florida Statutes, 1986 Supplement, 1s amended to
read:

517.021 Definitions.--When used in this chapter,
unless the context othervise indicates, the following terms
have the following respective meanings:

(9)

(b) The term "dealer" does not :nclude the following:

1. Any licensed practicing attorney who renders or
performs any of such services 1in connection with the regular
practice of his profession;

2, Any bank authorized to do business 1n this state,
except nonbank subsidiaries of a bank;

3. Any trust company having trust powers which 1t 1s
authorized to exercise 1n this state, which renders or
performs services i1n a fiduciary capacity incidental to the
exercise of 1ts trust powvers;

4, Any wholesaler selling exclusively to dealers;

5. Any person buying and selling for his own account
exclusively through a registered dealer or stock exchange; or

6. Pursuant to s. S517.061(11}, any person associated
with an i1ssuer of securities if such person is a bona fide
employee of the 1ssuer who has not participated in the
distribution or sale of any securities within the preceding 12
months and who praimarily performs, or 1s intended to perform
at the end of the distribution, substantial duties for, or on
behalf of, the issuer other than in connection with
transactions 1n securities.

Section 3. Subsections (1), (3), and (4) of section
517.082, Florida Statutes, 1986 Supplement, are amended to
read:
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517.082 Notification registration.--

(1) Bxeept-as-provided-tn-subsection-{3}7 Securities
offered or sold pursuant to a reqgistration statement filed
under the Secur:ties Act of 1333 or the lnvestment Company Act
of 1940 shall be ent:tled to registration by not:ification in
the manner provided 1n subsection (2), provided that prior to
the offer or sale the reg:stration statement has become
effective.

(3) Except for securities offered or sold pursuant to
a registration statement filed under the Investment Company

Act of 1940, the provisions of this section may not be used to
register the-foiiowrng-secur:tiess:

{a} securities 1f where the offering price at the time
of effectiveness with the Securities and Exchange Commission
1s $5 or less per share or per unit, unless such securities
are listed or designated, or approved for listing or
designation upon notice of i1ssuance, on & stock exchange
registered pursuant to the Securities Exchange Act of 1934 or
on the National Association of Securities Dealers Automated
Quotation (NASDAQ) System, or unless such securities are of
the same 1ssuer and of senior or substantially equal rank to
securities so listed or designated.

{b}--Securrtrea-rssued-or-prrmcspatiy-undervrstten-by
any-tssuer-or-sny-underwr:ter-vho-has-vithin-the-preced:ng-1i8
years-comm:tted-any-repertabie-act-metertai-to-en-evaivetron
of-the-offerrng~

$4}--Per-purposes-of-thirs-section;-the-terms

{a}--tUndervrrtert-snciudes-any-partner;-drrector;-or
exeeutrve-offrcer-of-such-undervrrter:

tb}--2issuert-sneiudes-the-predecessor-ef-the-rssuer;
an-affrisated-29suers-any-drrector;-executive-offrcers;-or
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gqenerei-partner-of-the-rssuer;-any-person-vith-the-pover-to
vote~-or-dsreet-the-drsposition-of-16-percent-or-more-of-any
class-of-the-rssueris-equity-securrtres;-or-any-promoter-of
the-:rssuer-currentiy-connected-vith-the-xssuer-in-any
capacrtys

{e}--ZReportabie-ecti-meanss:

t:--invoivement-tn-erther-state-or-federai-bankrupetey
proceedrngs-etther-as-the-bankrupt-pet:troner-or-as-the
subject-of-an-invoiuntary-petrtions

2v--Eonvictron-of-or-entry-of-a-piea-of-gurity-or-no
contest-to-any-crim:net-acty-excluding-traffrc-viotatrons-or
other-mrnor-offenses;

s--Betng-the-subject-of-any-arder;-yudgment;-or

decree;-not-subsequentiy-reversed;-suspended;-or-vacated;-of
any-eourt-of-competent-surisdsrction-permenentiy-or-temporartiy
enjotning-or-otherwese-ismiteng-the-foliovtng-actrvrtiess

a:-~Acting-as-a-futures-commrssren-merchenty
ineroducing-broker;-commedrty-tradrng-adviser;-ecommodrty-poot
operator;-fieor-broker;-ieverage-transactron-merchant;-any
ather-person-reguiated-by-the-Commodrty-Futures-Fradang
€ommission;-or-an-assocrated-person-of-any-of-the-foregorng;
eacttng-as-an-tnvestment-adviser;-underwriter;-broker;-or
deaier-in-securseres-or-as-an-affrtrated-person;-director;-or
emplioyee-of-any-investment-compeany;-bank;-savings-and-iocan
association; ~Or-tnsurance-company;-or-engagrng-2n-or
eontrautng-any-conduct-or-practice-rn-connection-wirth-sueh
actrvaty;

b---Bngagrng-th-any-type-of-bustness-practrce;-or

er--Brgeging-in-any-activity-tn-connection-wrth-the

purchese-or-sate-of-any-securtty-or-commedrty-or-1n-connection
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weth-any-violation-of-federat-or-state-securrtres-or
commod:ttes-iawss
4;--Berng-the-subyect-of-any-order;-yudgment;-or
decree;-not-subsequentiy-reversed;-suspended;-or-vacated;-or
of-any-authority-barring;-suspending;-or-othervrse-irm2ting
for-more-than-60-days-the-right-of-such-person-to-engoge-1n
any-aetivrty-descrrbed-tn-sub-subparagrapit-3sas-or-bezng
assoctated-rn-a-business-reiat:onshrp-wrth-persons-engoged-1n
any-such-activity;-or
S:z--Having-been-found-by-a-court-of-competent
Jurisdiction;-any-state-agency;-the-Securitres-and-Brehange
Commissron;-or-the-Commodrty-Futures-?rading-Eommissron-of
having-vioiated-any-federat-or-state-securrtres-or-commoditzes
tav;-rf-such-sudgment-or-frndrng-has-not-been-subseguentiy
reversed;-suspended;-or-vaeated:
td?--tReportabie-actl-does-not-rneciude-any-act-that
vouid-otherwise-be-a-reportable-act-pursuant-to-paragraph-fci;
1f-the-department-determines-by-the-foliowing-procedure-that
the-pubirec-1nterest-and-protection-of-rnvestors-do-not-requrre
thae-sueh-act-be-treated-as-s-reportabies-act-to-preciude
regrstratron-of-secur:ties-as-provided-:n-subsectrons-{ii-and
237
}---The-department-shaii-reecerve;-on-such-forms-as-1¢t
may-prescribe;-detaried-disciosure-of-the-nature-of-the
reportabie-acts--Such-disciosure-shaii-be-duiy-signed-by-the
appircaont-:1aster-or-underwriter-to-vhich-the-vreportabie-act-1ts
eharged; -sworn-to-by-any-person-havsing-knowtedge-of-the-factss;
and-£ried-wrth-the-department
2---%fhe-department-may-require-the-sppPitcont-rssuer-or
undervriter-to-submat-to-the-deparement-suca-reievane
tnfarmatron-as-the-department-may-tn-tts-yudgment-deem
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necessary-to-enabie-:t-to-asecertarn-vhether-satd-eect-rs-such
thet-it-shouid-preeiude-the-1ssuer-or-undervriter-frem
registering-securttres-as-provided-tn-subsectrons-+¢ii-end-{23+
3:--Ali-statements;-exhibits;-and-decuments-of-every
ktnd-required-by-the-department-under-this-sect:on;-except
property-certrfred-pubire-decuments;-sheil-be-verrfied-by-the
ocath-of-the-appiicant-rssuer-or-underwvriter-:n-such-manner-and
form-as-may-be-required-by-the-department:
4:--Within-56-deys-ef-recespt-of-ati-requested
dirsciesures;-the~department-shaii-determine-vhether-sad-ace
writ-De-treated-as-a-reportebie-sct-for-purposes-of-thes
section-and-may-:ssue-a-statement-to-the-appitcant-rssuer-or
uyndervriter-of-the-resuits-of-sard-determrnatron-together-vath
net:ce-of-any-appi:cabie-hearing-rrghts-under-s:-126:57=--A
dectsten-of-the-department-not-to-tssue-such-a-statement
within-the-90-day-perred-shaii-constrtute-a-determrnotion-that
serd-act-shail-net-be-treated-as-a-reportabie-act-for-purpeses
of-thts-seectrons
S:~-At-any-hear:ng-on-the-departmentis-determtnation
under-thrs-paragraph;-the-appitecant-1ssuer-or-underwriter
shaii-have-the-burden-te-estabitrsh-that-rts-act-shouid-net-be
deemed-a-reportabie-act-for-purpeses-of-this-sectiron---in-no
event-shaii-a-determanation-under-theis-paragraph-be-deemed-1n
any-vay-to-effeect-the-:rssuer'‘s-or-undervrrteris-duty-to
disciose-such-act-to-purchasers-of-secursrtres-or-2n-any-other
transactron-to-vhich-rt-1s-reievants
Section 4. Paragraphs (1), {3}, and (k) of subsect:ion
(1) and subsections (2], (3), and (4} of section 517.161,

Florida Statutes, 1986 Supplement, are amended to read:
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517.161 Revocation, denial, or suspension of
registration of dealer, i1nvestment adviser, or associated

person, or branch office, ~-

(1) Registration under s. 517.12 may be denied or any
registrat:on granted may be revoked, restricted, or suspended
by the department 1f the department determines that such
applicant or registrant:

(1)} Has exercised management or policy control over or
owned 10 percent or more of the securities of any dealer or
investment adviser that has been declared bankrupt, or had a
trustee appointed under the Securities Investor Protection
Act; or 1s, 1n the case of a dealer or investment advaiser,
insolvent;

(7) Has been convicted of, or has entered a plea of
quilty or nolo contendere to, a crime against the laws of thas
state or any other state or of the United States which relates
to registration as a dealer, i1nvestment adviser, iSsuer of
securities, associated person, or branch office or which
relates to the application for such registration or which

involves tnyoiving moral turpitude or fraudulent or dishonest

dealing;s;-er

(k) Has had a final judgment entered against him in a
civil action upon grounds of fraud, embezzlement,
misrepresentation, or deceit; or

(1)¢k3 Is of bad business repute.

(2) The payment or anticipated payment of any amount
from the Securities Guaranty Pund in settlement of a claim or
1n satisfaction of a judgment against an 3pplicant or

registrant e-irecensee constitutes prima facie grounds for the

denial of the applicant's application for regastration or the

7
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revocation of the registrant's registration i:ecense-of-such
lrcensee,

(3) In the event the department determines to deny an
application or revoke a registration, 1t shall enter a final
order with 1ts findings on the register of dealers and
associated persons; and denial, suspension, or revocation of
the registration of a dealer or investment adviser shall also
deny, suspend, or revoke the registration of all his
assoclated persons.

(¢) It shall be sufficient cause for denial of an
application or revocation of registration, in the case of a
partnership, corporation, or unincorporated association, 1if

any member of the partnership or any officer, er director, or

ultimate eguitabie owner as defined in s. 607.004, of the
corporation or association has been guilty of an act or
omission which would be cause for denying or revoking the
registration of an individual dealer, i1nvestment adviser, or
associated person.

Section 5. This act shall take effect upon becoming a

law.
SENATE SUMMARY

Designates the Comptroller as the agent for service of
process for any registered dealer, investment adviser, or
associated person for any violation of any provision of
c¢h, 517, F.S., relating to securities transactions.
Restricts the definition of the term "dealer,”" as used 1in
the Florida Securities and Investor Protection Act, to
exclude persons buying and selling securities for their
own accounts exclusively through a registered dealer or
stock exchange. Eliminates restrictions on the
registration of secur:ties offered or sold pursuant to a
registration statement filed under the Investment Company
Act of 1940. Permits the registration of securities
:ssued or underwritten by persons who have committed
reportable acts. Provides for the denial, revocation, or
suspension of the registration of a dealer, investment
adviser, associated person, or branch office if the
registrant has been declared bankrupt, had & trustee
appointed under the Securities Investor Protection Act,
or committed a crime that relates to registration or an
application for registration.
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A bi1ll to be entitled
An act relating to securities transactions;
amending s. 48.151, F.S.; expanding the
Comptroller's responsibility as an agent for
service of process with respect to violations
of ch 517, F.S., relating to securities
transactiors; amending s. 517.021, F.S.;
excluding certain persons from the definition
of the term "dealer"; amending s. 517.082,
F.S.; authorizing the registration of certain
securities filed under the Investment Company
Act of 1940; deleting restrictions on the
registration of securities due to the
commission of reportable acts; amending s.
517.161, F.S.; providing grounds for the
revocation, denial, or suspension of the
registration of a dealer, investment adviser,
associated person, or branch office; providing

an effective date,

Be It Enacted by the Legislature of the State of Floraida:

Section 1. Subsection (4) of section 48.151, Florida
Statutes, 1s amended to read:

48.151 Service on statutory agents for certain
persons.--

(4) The Comptroller is the agent for service of
process for any issuer as defined in s. 517.021, or any

dealer, 1nvestment adviser, or associated person reqistered

with the Department of Banking and Finance, for any violat.on

of any provision of chapter 517.

1
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Section 2. Paragraph (b) of subsection (9) of section

’ 517.021, Florida Statutes, 1986 Supplement, 1s amended to

read:

517.021 Definitions.--When used 1n this chapter,
unless the context otherwise indicates, the following terms
have the following respective meanings:

(9)

(b) The term "dealer" does not include the following:

1. Any licensed practicing attorney who renders or
performs any of such services in connection with the regular
practice of his profession;

2. Any bank authorized to do business 1n this state,
except nonbank subsidiaries of a bank;

3. Any trust company having trust powers which 1t 1s
authorized to exercise i1n this state, which renders or
performs services 1n a fiduciary capacity incidental to the
exercise of 1i1ts trust powers;

4. Any wholesaler selling exclusively to dealers;

S. Any person buying and selling for his own account

exclusively through a registered dealer or stock exchange; or

6. Pursuant to s. 517.061(11), any person assoctiated
with an issuer of securities 1f such person 1s a bona fide
employee of the 1ssuer who has not participated in the
distribution or sale of any securities within the preceding 12
months and who primarily performs, or 1S i1ntended to perform
at the end of the distribut:on, substantial duties for, or on
behalf of, the i1ssuer other than in connection with
transactions 1n securities.

Section 3. Subsections (3} and (4) of section 517.082,
Florida Statutes, 1986 Supplement, are amended to read:

517.082 Notification registration.--

2
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(3) Except for securities offered or sold pursuant to

a registration statevment filed under the Irvestment Company

Act of 1940, the prcvisions of this section may not be used to
register the-foliowing-secur:rres:

¢a}? securities )f where the offering price at the time
of effectiveness with the Secur.ties and Excnange Commission
1s 35 or less per share or per unit, unless such securit:ies
are listed or designated, or approved for listing or
designation upon notice of 1ssuance, on a stock excharge
registered pursuant to the Securit:es Exchange Act of 1934 or
on the National Association of Securities Dealers Automated
Cuotation (NASDAQ) System, or unless such secur.ties are of
the same i1ssuer and of senior or substantially equal rank to
securities so listed or designated.

t{b¥--Securrtres-rssued-or-prrncipatiy-underwritten-by
any-:ssuer-or-any-underwrrter-wvho-has-within-tne-precedzng-19§
years-committed-any-reportasie-act-materrai-to-an-evaiuation
of-the-offerrngs

t4}--FPor-purposes-of-th:s-secrion;-the-cerms

ta}~-%Undervrrteri-rnciudes-any-partner;-drrector,-or
executrve-offrcer-of-such-undervrarters

tb}--Tissueri-rnciudes-the-predecessor-of-the-rasners:
an-affrisrsted-t+ssuers-any-drreceor;-executrve-offrcer,;-or
general-partner-of-tne-:ssuer;-any-person-wirth-the-pover-to
vote-or-dirrect-the-disposttron-of-18-percert-or-more-of-ary
ciass-of-the-rssyeris-equity-securitres;-or-any-promecer-of
tRe-rssuer-currentiy-connected-vrth-the-tssyer-srn-any
capeaertys

{e}--TReportable-actZ-means:

3
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i:--inveoivement-in-erther-state-or-federal-bankruptecy
proceedings-erther-as-the-bankrupt-petsrtroner-or-as-the
sSubjyect-of-an-involuntary-petition;
2+--Eonvietron-of-~or-entry-of-a-ptea-of-gqurity-or-no
contest-to~any-criminat-act;-exciuding-traffic-viotatrons-or
other-miror-offenses:
3:--Betng-the-subsect-of-any-order;-yudgment;-or
decree;~not-subsequentiy-reversed;-suspended;-or-vacated;-of
any-court-of-competent-yurradictron-permanentiy-or-temporartiy
enjotning-or-othervwise-iimitrng-the-fotiowing-actrvrtres:
a:--Aeting-as-a-futures-commisston-merchant;
tntroducing~broker;-commodrty-tradtng-adveser;-commodrty-pool
operator;-fioor-broker;-teverage-transactron-merchant;-eny
other-person-reguiated-by-the-€ommodrty-Futures-¥rading
Eommisston;-or-an-assocrated-person-of-any-of-the-foregorng;
acting-as-an-investment-advarser;-underwrrter;-broxer;-or
dealer-in-securitres-or-as-an-affrisated-person;-drrector;-or
empioyee-of-any-:nvestment-company;-bank;-savinga-and-ioan
assocration;-Or-insurance-company;-or-engaging-rn-or
eonttnuing-any-conduet-or-practice-1n-connectron-wrth-such
actrvrtys
b:--Engageng-tn-any-type-of -bustness-practice;-or
¢s--Engaging-tn-any-activity-tn-connection-witn-the
purchase-or-seie-of-any-secursty-or-commodrty-or-tn-connection
with-any-vioiation-of-federal-or-state-securitres-or
commodstres-iaws;
4---Berng-the-subject-of-any-order;-yudgment;-or
deecree;-not-subsequentliy-reversed;-suspended;-or-vacoted;-or
of-any-authorrty-sar=:raq;-asvepandsrgs;-ar-othervise-irmiring
for-more-then-66-days-~he-right-ef-such-persorn-to-engage-1n
any-activity-deser:bed-tn-sup-subpareqrepn-3-a:-er-berng
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associated-in-a-business-reiattonship-wvith-persens-engaged-:n
any-such-activitys-or
5:--Having-been-found-by-a-court-of-competent
Jurisdretron;-any-state-agency;-the-Securttires-ard-3xehange
€ommrasion;-or-the-€emmodity-Fuecres-?radrng-Eommissron-of
having-vioiated-any-federai-or-state-securttres-or-commed:rtres
law;-2£-such-judgment-ar-finding-haa-not-been-subsequently
reversed;-suspended;-or-vacated:
{d}--tReportablie-acti-does-not-tnctude-sny-act-taaz
wouid-otharwsse-be-a-reportable-act-pursuant-to-paragraph ci;
tf-the-department-determines-by-the-fotiowing-procedure-t
che-pubtic-tnterest-ard-protection-of-tnavestors-do-not : =~+ire
that-such-sct-pe-treated-as-a-reportaste-ace-to-preeciude
regratratton-of-secur:tres-as-provided-+n-subsections-4{1i-and
$23+
i---Fhe-department-snaii-reesrve;-on-sveh-forms-as-tt
may-prescribe;-detarted-drsc:osure-of-the-neture-of-the
reportabte-act---Such-desetosure-shaii-be-duiy-s:gned-by-2he
appireant-rssuer-or-underwriter-to-whrsn-the-reportabie-act-1s
charged;-aworn-to-by-any-person-having-urowiedge-of-+he-faces;
and-f1ied-with~+he-department;
2:--Phe-department-may-reguive-the-applrcant-rsscer-or
underwrrter-to-subm:t-to-the-department-such-reitevant
srformation-as-tne-department-may-in-+ts-judgmen~-deem
recessary-to-enabie-tt-206-ascersasn-whether-sesrd-act-1s-sueh
that-rt-should-preciude-the-rs3yev-ar-uaderwrrter-from
reg:stertng-secur:tres-as-proviaed-spr-gubpsecrrons-tri+-and-+z i<
3s--Ati-statements;-exupriprts;-ard-documercs-cf-every
kird-required-py-the-deparcren=-urder-thes-sestrnn -evcepe

properiy-certifred-pubire-documerts;-shati-ba-verrfred-by-the
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cath-of-the-appircant-tssuer-or-underwrirter-rn-such-manner-and
form-as-may-be-required-by-the-department=-
4---Hithrn-90-days-of-recesrpt-of-ati-requested
drseciosures;-the-deparrment-shati-determzne-wvhether-sard-act
witi-be-treated-as-a-reportablie-aet-for-purposes-of-this
seztron-and-may-1ssue-a-statement-to-the-appttcant-rsscer-or
urderwrrter-of-the-resuits-of-sard-determrnatron-together-wrth
nottce-of-any~appi:cable-hearrng-rrghts-under-s--320:5%v--A
dectrsion-of-the-department-not-to-133ue-such-a-statement
within-the-99-day-pertod-shazi-constrtute-a-determrnatson-thas
satd-act-shati-not-be-treated-as-a-repmrtable-ges-for-purposes
of-this-sectrons
5:--At-any-hkeartng-en-the-departmentis-determsnation
under-this-paragraph;-the-appitcart-rssuer-or-underwriter
shaiti-have-the-burden-to-estabirsh-that-rts-act-shouid-nor-ke
deemed-a-reportebie-act-for-purposes-of-thrs~sectron;—-in-no
event-shati-a-determinatron-under-thrs-paragraph-be-deemed-1n
any-way-to-effect-the-1rssuer‘s-or-underwrrteris-duty-to
disciose-such-act-to-purchasers-of-securrttes-or-in-any-other
transaction-to-whrch-t1e-ts-retevane:
Section 4, Paragraphs (1), (j), and (k) of subsection
(1) and subsections (2), (3), and (4) of section 517.161,
Florida Statutes, 1986 Supplement, are amended to read:
517.161 Revocation, denial, or suspension of
registration of dealer, i1nvestment adviser, or assoc:iated

person, or branch office.--

{1) Registration under s, 517.12 may be denied or any
reg.stration granted may be revoked, restricted, or suspended
by the department if the department determines that such

applicant or registrant:
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(1) Has exercised management or policy control over or

owned 10 percent or more of the securities of any dealer or
investment adviser that has been declared bankrupt, or had a
trustee appointed under the Securities Investor Protection
Act: or 1s, 1n the case of a dealer or i1nvestment adviser,
1insclvent;

(1) Has been convicted of, or has entered a ples of
guilty or rolo contendere to, a crime against the laws of this
state or any other state or of the United States which relates

to reqistration as a dealer, investment adviser, 1ssuer of

securities, associated person, or branch office or which

relates to the application for such registration or which

1nvolves taveivimg moral turpitude or fraudulent or dishonest

dealing;s-or

(k) Has had a final judgment entered against him 1in a
civil action upon grounds of fraud, embezzlement,
misrepresentation, or deceit; or

(1)¢k? 1Is of bad business repute.

(2) The payment or anticipated payment of any amount

from the Securities Guaranty Fund in sett.ement of a claim or
in satisfaction of & judgment against an _applicant or
reqistrant a-iicensee constitutes prima facie grounds for the
denial of the applicant's application for registration or the
revocation of the reg:strant's registration t:cemse-of-sueh
treensee,

(3) In the event the department determines to deny an
application or revoke a registration, 1t shall enter a final
order with its findings on the register of dealers and
associated persons; and denial, suspension, or revocat:on of

the registration of a dealer or investment adviser shrall also
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deny, suspend, or revoke the registration of all his
associated persons.

(4) 1t shall be sufficient cause for denial of an
application or revocation of registration, in the case of a
partnershlp, corporation, or unincorporated association, if
any member of the partnersnip or any officer, or director, or

ultimate eguitable owner as defined i1n s, 607.004, of the

corporation or association has been guilty of an act or
omission which would be cause for denying or revoking the
registration of an individual dealer, investment adviser, or
associated person,

Section 5. This act shall take effect upon becoming a

law.

AREAAAARARA XA AR AR AR RN A AR R AN RN A RA AR AN

SENATE SUMMARY

Designates the Comptroller as the agent for service of
process for any registered dealer, investment adviser, or
associ1ated person for any violation of any provision of
ch. 517, F.S., relating to securities transactlons.
Restricts the definition of the term "dealer,™ as used 1in
the Florida Securities ard Investor Protection Act, to
exclude persaons buying and selling securities for their
own accounts exclusively through a registered dealer or
stock exchange. Eliminates restrictions on the
registrat:on of securities offered or sold pursuant to a
registration statemert filed under the Investment Company
Act of 1340. Permits the registration of securities
1ssued or underwritten by persons who have committed
repartable acts. Provides for the denial, revocation, or
suspension of the registration of a dealer, 1nvestment
adviser, asscciated person, or branch office i1f the
registrant has been declared bankrupt, had a trustee
appolinted under tne Securities Investor Protection Act,
or committed a crime that relates to registration or an
application for registration.

8
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On page 2, lines 24 - 30,

strike all of said lines

and i1nsert: other instrumentality thereof ; provided that no

person shall directly or indirectly offer or sell securities

under this subsection if the issuer or guarantor is_in default

or has been in default anytime after December 31, 1975 as
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principal or interest:

{a) With respect to an obligation issued by the issuer
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disclosure as prescribed by rule of the department.

reproduc

LOpYy

FLORIDA STATE AR

DEPARTM ENTO

CHIves

F STATE

R. A GRAY BUILDING

Tallahoases, F. 35

H-62c(1986) 1

52}



BILL NO. SB 529

REVISED:
DATE: April 10, 1987 Page _1
SENATE STAFF ANALYSIS AND ECONOMIC IMPACT STATEMENT
ANALYST STAFF DIRECTOR REFERENCE ACTION
1. Jones A% Fort 1. COM
2. 2.
3. . gp
4. 4.
SUBJECT: BILL NO, AND SPONSOR:
Securities Transactions SB 529 by

Senator Hair

I. UMMARY i
A. Present Situation:

Pregently, chapter 48, F.S., governs service of process, while
ch. 517, F.S., the Securities Investor Protection Act,
addresses securaity transactions. In addition, s. 48.151(4),
F.S., authorizes the Comptroller to be the agent for service of
process concerning any issuer {(as defined in s. 517.021, F.S.)
for violations of ch. 517, F.S.

Section 517.021(9)(b), F.S., lists activities which are not
within the definition of a dealer. Under s. 517.021(9)(b),
F.S., a dealer does not include "any person buying and selling
exclusively through a registered dealer. . ." Securities which
may be registered by notification, a more simplified
registration process, are enumerated within s. 517.082, F.S.
Lastly, s. 517.161, F.S., provides when a registration under s.
517.12, F.S., may be denied or a granted registration may be

revoked or suspended by the department.
B. Effect of Proposed Changes:

Section 1: The bill designates the comptroller as the agent
for service of process purposes. The comptroller acts in this
capacity for any registered dealer, investment advisor, or
associated person registered with the department concerning a
violation of ch. 517, F.S.

Section 2: The bill excludes from the definition of a dealer
any person who exclusively buys and sells, through a registered
dealer, for his own account.

Section 3: The proposed changes would authorize the use of s,
517.082, F.S., to register securities which were filed under
the Investment Company Act of 1940. The bill would prohibit
the use of s. 517.082, F.S., for the registration of penny
stocks (stocks valued at $5 or less per share) except when such
stocks are mutual funds or certain registered investment
securities.

Furthermore, the bill amends s. 517.082, F.S., resulting in the
displacement of the Reportable Act provision. Thus, the bill
permits the registration of securities issued or underwritten
by persons who have committed reportable acts. Previously,
reportable acts required disclosure to the department by the
registrant/applicant.

Section 4: The bill authorizes the department to deny a
pending registration under s. 517.12, F.S., and to revoke or
suspend an existing registration under the following
conditions:
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(1) wWhen the applicant or registrant has been declared
bankrupt or had a trustee appointed under the
Securities Investor Protection Act,

(2) When the applicant or registrant has entered a plea of
guilty or nolo contendere to a crime which relates to
registration or an application for registration.

II. ECONOMIC IMPACT AND FISCAL_ NOTE:

A. Public:

There wi1ll be no substantial economic impact on the public as a
result of this bill.

B. Government:

The Department of Banking and Finance does not foresee this
bill having any material economic effect upon the department.

I1I. COMMENTS:
None.
IV. AMENDMENTS:

None.
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HOUSE OF REPRESENTATIVES
COMMITTEE ON COMMERCE
FINAL STAFF ANALYSIS

19 1737
ENACTED BILL #: SB 529

RELATING TO: Securities

SPONSOR(S) : Senator Hair

EFFECTIVE DATE: Upon becoming a law

BECAME LAW:

CHAPTER 87- ., LAWS OF FLCRIDA

COMPANION BILL(S): HB 566

OTHER COMMITTEES OF REFERENCE: (1) None

(2)
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I. SUMMARY :

This bill contains the suggested revisions by the
Department of Banking and Finance (department) to the Securities
Act which refine and strengthen the comprehensive securities law
legislation enacted in 1986. Further, it requires additional
disclosures if the issuer or guarantor of governmental securities
has been 1n default of obligation since 1975. Finally, it
clarifies the tax status of trusts which contain only tax-exempt
assets.

A. Current Law & Present Situation:

Chapter 48, Florida Statutes, governs service of process,
while Chapter 517, Florida Statutes, addresses security
transactions (Securities and Investor Protection Act). In
addition, s. 48.151(4), F.S., authorizes the Comptroller to be
the agent for service of process concerning any issuer (as
defined in s. 517.021, F.S.) for violations of Chapter 517.

In 1986, the Legislature enacted significant revisions to
Chapter 517 pursuant to recommencdations of the Comptroller's Task
Force on Securities Requlation. That legislation, the Securities
Industry Standards Act of 1986, raised the standards for
securities dealers and for securities that could be sold in
Florida. Penny stocks, those securities sold for under $5 a
share, were subjected to greater pre-registration scrutiny due to
their high risk and the potential for their use as a device to
defraud 1investors. Another provision required additional

-131-
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scrutiny for securities of companies whose insiders have
committed certain "reportable acts" or acts of misconduct. The
reportable act provision has proven unworkable in practice and,
moreover, unnecessary because of the "penny stock" requirements
and the department's ability to deny registration of problem
offerings.

Presently, a security 1ssued or guaranteed by a
governmental entity 1s exerpt from registration with the Division
of Securities in the Department of Barking and Finance. Over the
last few years, several communities have defaulted on their
development bonds and the bond holders have not been able to
collect.

B. Effect of Proposed Changes:

Section 1. The bi1ll des:ignates the Comptroller as the
agent for service of process for any registered dealer,
investment adviser, or associated person registered with the
department for any violation of the Securities Act.

Section 2. This section excludes from the definition
of dealer any person who exclusively buys and sells, through a
registered dealer, for his own account. It also expands the
definitional section to i1nclude definitions of "guarantor” and
"gquaranty".

Section 3. This section requires a governmental entity
to disclose to investors the fact that it had defaulted on any
obligation it had issued or guaranteed since 1975 before it could
make another security offering.

Section 4. The proposal refines the penny stock
provision to exempt from the stricter merit review requirements
mutual funds and similar investment company securities that may
have unit prices under the $5 threshold. &additionally, the bill
repeals the language of the 1986 act relating to "reportable
acts" because of its unmanageable nature. Notwithstanding, by
employing other provisions of the securities law, the department
will still be able to deny registration to a dealer who has
committed a reportable act.

Section 5. This sect:ion closes a loophole in the law
by authorizing the department to deny a pending registration or
revoke an existing license of an applicant or dealer who is
attempting to hide behind the cloax of the corporate ve1il,.
Additionally, 1t provides for denial, revocation, restriction or
suspension of a license of a bankrupt and of a person who has
pled guilty to a crime which relates to securities registratcion.
Finally, it deems as grounds for denial of registration, the
payment or anticipated payment of any amount from the Securities
Guaranty Fund as settlement of a claim against the applicant.

~-132-
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Sections 6 & 7. These sections clarify that certain
trusts that contain nothing but assets which are exempt from
intangible tax are themselves exempt from the tax. For example,
such a trust would contain nothing but tax exempt bonds of the
State or its political supdivisions. Cn the other hand, if a
trust contains any obligations that are subject to Florida's
intangible tax, the shares or units of that trust would also be
subject to the tax.

II. ECONOMIC IMPACT:

A. Public:
None
B. Government:

None

III. STATE COMPREHENSIVE PLAN IMPACT:

This bill helps strengthen the state's commitment to
pursue, both criminally and civilly, those individuals who profit
from economic crimes, and assure that the commitment keeps pace
with the level and sophistication of these criminal activities
(s. 187.201(7)(b)15, F.S.).

Iv. COMMENTS :

None

V. LEGISLATIVE HISTORY:

A. Enacted Bill:

Senate B1ll 529 by Senator Hair was prefiled on March 24,
1987 and referred to the Commerce Committee. The committee, on
April 14, reported it favorably and the Sernate passed it on April
28 by a vote of 36-0 (SJ 00227). On May 28 the House substituted
it for House Bill 566 and adopted several amendments. One of the
amendments added the text of arother securities bill (CS/HB 1219
and SB 1116) which reqguired additional disclosures 1f the 1ssuer
or guarantor of governmental securities had been 1in default of
obligation since 1975. The other amendment clarified that
certain trusts that contain nothing but assets which are exempt
from intangible tax are themselves exempt from the tax.
Moreover, 1f a trust contained any obligations that were subject
to Florida's intangible tax, the shares or units of that trust
would also be subject to the tax. The amended bill then passed
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the House by a vote of 116-0 (HJ 00751). The Senate took up the
House Message on June 2, concurred 1n the amendments, and passed
the bill by a 35-0 vote (SJ 00578).

B. Disposition of Companion:

House B1ll 5€6 by Representative Abrams was referred to the
Commerce Committee and heard by 1ts Banking and Commerce
Subcommittee on April 21, It was favorably recommended by the
subcommittee and subsequently by the full committee on April 28.
On May 28 the House la:d this bill on the table and substituted
the companion bill, Senate Bill 529 (HJ 00750).

vi.  PREPARED BY: _ﬁ2¢4@%ungoA&La@a4u

Ivy Cream Harruis

VII. STAFF DIRECTOR: S ivi 2.1/&”—

H. Fred Varn
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55 SUMMARY :

This bill contains the suggested revisions by the
Department of Banking and Finance (department) to the Securities
Act. It further refines and strengthens the comprehensive
securities law legislation enacted in 1986.

A. Current Law & Present Situation:

Chapter 48, Florida Statutes, governs service of process,
while Chapter 517, Florida Statutes, addresses security
transactions (Securities and Investor Protection Act). In
addition, s. 48.151(4), F.S., authorizes the Comptroller to be
the agent for service of process concerning any issuer (as
defined in s, 517.021, F.S.) for violations of Chapter 517.

In 1986, the Legislature enacted significant revisions to
Chapter 517 pursuant to recommendations of the Comptroller's Task
Force on Securities Regulation. That legislation, the Securities
Industry Standards Act of 1986, raised the standards for
securities dealers and for securities that could be sold in
Florida. Penny stocks, those securities sold for under $5 a
share, were subjected to greater pre-registration scrutiny due to
their high risk and the potential for their use as a device to
defraud investors. Another provision required additional
scrutiny for securities of companies whose insiders have
committed certain "reportable acts" or acts of misconduct. The
reportable act provision has proven unworkable in practice and,
moreover, unnecessary because of the "penny stock" requirements
and the department's ability to deny registration of problem
offerings.
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B. Effect of Proposed Changes:

Section 1. The bi1ll designates the Comptroller as the
agent for service of process for any registered dealer,
investment adviser, or associated person registered with the
department for any violation of the Securities Act.

Section 2. This section excludes from the definition
of dealer any person who exclusively buys and sells, through a
registered dealer, for his own account.

Section 3. The proposal refines the penny stock
provision to exempt from the stricter merit review requirements
mutual funds and similar investment company securities that may
have unit prices under the $5 threshold. Additionally, the bill
repeals the language of the 1986 act relating to “reportable
acts" because of its unmanageable nature. Notwithstanding, by
employing other provisions of the securities law, the department
will still be able to deny registration to a dealer who has
committed a reportable act.

Section 4. This section closes a loophole in the law
by authorizing the department to deny a pending registration or
revoke an existing license of an applicant or dealer who is
attempting to hide behind the cloak of the corporate veil.
Additionally, it provides for denial, revocation, restriction or
suspension of a license of a bankrupt and of a person who has
pled guilty to a crime which relates to securities registration.
Finally, it deems as grounds for denial of registration, the
payment or anticipated payment of any amount from the Securities
Guaranty Fund as settlement of a claim against the applicant.

II. ECONOMIC IMPACT:

A. Public:
None

B. Government:

None

II1I. STATE COMPREHENSIVE PLAN IMPACT:

This bill helps strengthen the state's commitment to
pursue, both criminally and civilly, those individuals who profit
from economic crimes, and assure that the commitment keeps pace
with the level and sophistication of these criminal activities
(s. 187.201(7)(b)15, F.S.).
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VI.
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April 24, 1987

COMMENTS ¢

None

AMENDMENTS :
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)G SUMMARY ¢

This bill requires registration of governmental securities
if the issuer or guarantor has been in default of obligation
since 1975.

A. Current Law & Present Situation:

Presently, a security issued or guaranteed by a
governmental entity is exempt from registration with the Division
of Securities (division) in the Department of Banking and
Finance. Over the last few years, several communities have
defaulted on their development bonds and the bond holders have
not been able to collect.

B. Effect of Proposed Changes:

This bill would require a governmental entity to register a
security offering with the division if it had defaulted on any
obligation it had issued or gquaranteed since 1975. Definitions
of guarantor and guaranty are added to the definitiocnal section
of Chapter 517, the Security and Investor Protection Act.

II. ECONOMIC IMPACT:

A. Public:

None
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B. Government:

The cost of registering governmental securities would be
very high. This prohibitive expense might preclude economically
distressed communities from offering bonds because they would not
be able to afford the registration fee. It is these very
communities which probably need to float bonds to raise operating
capital for the community.

Depending on how many governmental entities wanted to issue
bonds, the administrative expense could be extremely high. To
become registered, any government security would be subject to a
rather extensive and costly review by the division,

III. STATE COMPREHENSIVE PLAN IMPACT:

No significant impact

v, COMMENTS :

None

v. AMENDMENTS :

None

VI. PREPARED BY:

Ivy Cream Harris

VII. STAFF DIRECTOR: Eéﬂfzféé(,

H. Fred Varn
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