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FLORIDA SENATE - 1997 SB 700

By Senator Bronson

18-251B~97

1 A bill to be entitled

2 An act relating to secur:ities transactions;

3 amending s. 517.02%, F.S.; providing a

4 definition; amending s. 517.051, F.S.; deleting
5 an exemption from securities registration

6 requirements for investment companies; amending
7 s. 517.07, F.S.; prohibating the sale of

8 certain securities; requiring the Department of
9 Banking and Finance to issue a permit upon

10 granting a registration; amending s. 517.081,
1" F.S8.; providing additional authority to the

12 Department of Banking and Finance relating to
13 registration requirements; providing for filing
14 certain alternative information; providing

5 requirements; amending ss. 517.082, 517.101%,

16 F.S.; deleting obsoclete cross-references;

17 amending s. 517.12, F.S.; exempting commodity
18 trading advisers from certain registration

19 requirements under certain circumstances;
20 providing for a reduced assessment fee under
21 certain circumstances; amending s. 517.1203,

22 F.S.; providing for termination of allocation
23 of certain assessment fee revenues to the
24 Securities Guaranty Fund under certain

25 circumstances; amending s. 517.131, F.S.;

26 specifying an allocation of certain assessment
27 fee revenues to the Securities Guaranty Fund

28 under certain circumstances; providing

29 effective dates.

30

31| Be It Enacted by the Legislature of the State of Florida:

1
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Section 1. Effective upon this act becoming a law,
subsections (8)-(18) of section 517.021, Florida Statutes, are
redesignated as subsections (9)-{19), respectively, and a new
subsection (B) is added to that section to read:

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

(8) *“Federal covered security” means any security that

is a covered security under s. 18(b) of the Securities Act of

O W W ~N OV a W N

—_

1933 or rules and requlations adopted thereunder.

-
-

Section 2. Effective upon this act becoming a law,

12| section §17.051, Florida Statutes, 1996 Supplement, is amended
13| to read:

14 §17.051 Exempt securities.,——Except—as-provided—in

15] subsection-t++}+ The exemptions provided herein from the

16| registration requirements of s. 517.07 are self-executing and
17] do not require any filing with the department prior to
1BEclaiming such exemption. Any person who claims entitlement to
19| any of these exemptions bears the burden of proving such

20| entitlement in any proceeding brought under this chapter. The
21} registration provisions of s. 517.07 do not apply to any of

22| the following securities:

23
24
25

26| United States or by any political subdivision or agency or

(1) A security issued or guaranteed by the United

States or any territory or insular possession of the United

States, by the District of Columbia, or by any state of the

27
28

29| general obligation bonds, under this subsection if the issuer

other instrumentality thereof; provided that no person shall

directly or indirectly offer or sell securities, other than

30| or guarantor is in default or has been in default any time

31} after December 31, 1975, as to principal or interest:
2
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s

(a) With respect to an obligation :ssued by the issuer
or successor of the 1issuer; or
{b) With respect to an obligation guaranteed by the

guarantor or successor of the guarantor,

except by an offering circular containing a full and fair
disclosure as prescribed by rule of the department.
(2) A security issued or guaranteed by any foreign

government with which the United States is maintaining

O W W ~N o U s W N

-y

diplomatic relations at the time of the sale or offer of sale

—
—

of the security, or by any state, province, or political

N

subdivision thereof having the power of taxation or

—_
w

assessment, which security is recognized at the time it 1s

-
[ 3

offered for sale in this state as a valid obligation by such

w

foreign government or by such state, province, or political

—-
(=23

subdivision thereof issuing the security.

-
~

(3) A security issued or guaranteed by:

—-
o0

(a) A national bank, a federally chartered savings and

—
el

loan associlation, or a federally chartered savings bank, or

N
o

the initial subscription for equity securities in such

N
-t

national bank, federally chartered savings and loan

[ 34
N

association, or federally chartered savings bank;

N
w

(b) Any federal land bank, Joint-stock land bank, or

[
>

national farm loan association under the provisions of the

N
v

Federal Farm Loan Act of July 17, 1916;

N
o

(c) An international bank of which the United States

N
~

is a member; or

N
@

(d) A corporation created and acting as an

N
D

instrumentality of the government of the United States.

w
o

(4) A security issued or guaranteed, as to principal,

w
p—y

interest, or dividend, by a corporation owning or operating a

3
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—

railroad or any other public service utllity; provided that
such corporation is subject to regulation or supervision
whether as to its rates and charges or as to the issue of its
own securities by a public commission, board, or officer of
the government of the United States, of any state, terratory,
or insular possession of the United States, of any
municipality located therein, of the District of Columbia, or
of the Dominion of Canada or of any province thereof; also

equipment securities based on chattel mortgages, leases, or

O W O N N D WN

-

agreements for conditional sale of cars, motive power, or

-
-

other rolling stock mortgaged, leased, or sold to or furnished

-
N

for the use of or upon such railroad or other public service

-
(%)

utility corporation or where the ownership or title of such

-
[

equipment 1s pledged or retained in accordance with the

-
[3))

provisions of the laws of the United States or of any state or

—-
o

of the Dominion of Canada to secure the payment of such

-
~

equipment securities; and also bonds, notes, or other

pory
@

evidences of indebtedness issued by a holding corporation and

-
O

secured by collateral consisting of any securities hereinabove

N
o

described; provided, further, that the collateral securities

N
—_

egual in fair value at least 125 percent of the par value of

N
N

the bonds, notes, or other evidences of indebtedness so

N
w

secured.

[ 8
-

(S) A security issued or guaranteed by any of the

N
wm

following which are subject to the examination, supervision,

[N
o

or control of this state or of the Federal Deposit Insurance

N
~J

Corporation or the National Credit Union Association:

N
@

(a) A bank,

N
hd

{b} A trust company,

w
o

(¢) A savings institution,

w
Py

{d) A building or savings and loan assoclatlion,
4
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-

(e} An international development bank, or

(f) A credit union;

or the initial subscription for equity securities of any
institution listed in paragraphs (a)-(f), provided such
institution is subject to the examination, supervision, or
control of this state.

(6) A security, other than common stock, providing for

a fixed return, which security has been outstanding in the

O W ®© NN A U s W N

-

hands of the public for a period of not less than 5 years, and

-
-

upon which security no default in payment of principal or

-
N

failure to pay the fixed return has occurred for an

-
w

immediately preceding period of 5 years.

-
L=

(7) Securities of nonprofit agricultural cooperatives

w

organized under the laws of this state when the securities are

-
=)

sold or offered for sale to persons principally engaged in

-
~

agricultural production or selling agricultural products.

-
@

(8) A note, draft, bill of exchange, or banker's

—
\D

acceptance having a unit amount of $25,000 or more which

8]
o

arises out of a current tramsaction, or the proceeds of which

N
e

have been or are to be used for current transactions, and

N
N

which has a maturity period at the time of issuance not

N
w

exceeding 9 months exclusive of days of grace, or any renewal

N
>

thereof which has a maturity period likewise limited. This

N
Ul

subsection applies only to prime gquality negotiable commercial|

N
(o)

paper of a type not ordinarily purchased by the general

(8]
~J

public; that 1s, paper issued to facilitate well-recognized

N
x

types of current operational business requirements and of a

D
O

type eligible for discounting by Federal Reserve banks.

w
o

(9) A security issued by a corporation organized and

w
-

operated exclusively for religious, educational, benevolent,

5
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fraternal, charitable, or reformatory purposes and not for
pecuniary profit, no part of the net earnings of which
corporation inures to the benefit of any private stockholder
or individual; provided that no person shall directly or
indirectly offer or sell securities under this subsection
except by an offering circular containing full and fair
disclosure, as prescribed by the rules of the department, of
all material information, including, but not limited to, a

description of the securities offered and terms of the

O VW @ ~N v W = W N

-

offering, a description of the nature of the issuer's

ry
-

business, a statement of the purpose of the offering and the
12| intended application by the 1ssuer of the proceeds therecf,

13| and financlal statements of the issuer prepared in conformance
14| with generally accepted accounting principles.

15 {10) Any insurance or endowment policy or annuity

16| contract or optional annuity contract or self-insurance

17| agreement 1ssued by a corporation, insurance company,

18| reciprocal insurer, or risk retention group subject to the

19f supervision of the insurance commissioner or bank

20| commissioner, or any agency or officer performing like

21| functions, of any state or territory of the United States or
22| the District of Columbia.

23 t4+4}-—Phe-offer-or-sate-of-securittes—pursuant—to-a

24| registratton—-statement-£ited—under-the-Investment—Company-Act
25| of-1+940-by-an-open—-end-management—company-or-unit-investment
26| trust~shaii-be—entitied-to—exemption-in—-the-manner-provided-1n
27| paragraph—ta)7-provided-that-prior-to~the-offer—or—sate-the

28] regtstretion—statement-has-become~effectives

29 tay——An-appiication-for-exemption-shati-be-fited-with
30| ehe—department—-and-shaii-be-accompanied-by+

31
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$+s-—An—-appiicatron-for-exemption-to—seiit-which-shaii-be
executed-by—-the-issuer;—any-person-on-whose-behaif-the
offering-ts—made;-a-deater-registered-under-thrs—chapters-or
any—-duly-authorized—agent—of—any—such-persony—setting-forth
the-name—-and-address-of-the-appirecanty—the—name-and-address-of
the-issuer;-and-the-titie-of-the—securrtres—to-be-offered—and
sotd+

2z—--A-copy-of-the~-cover-page-of-the-inrtial

registration—-statement-as-fited-with-the—Securrtres—and

D W © ~N O !N s W N

-

Exchange-Eommission-tniess-the—federai-registration—is

-
-

effective-prior-to—£f1iing-with—the-departments

-
N

3+——A—copy-of-the-dated-frnat-prospectus—or—-current

-
W

prospectus;—whichever-is-dated-iaters

4r--A-$17000-feex

4 -
[

s——An—irrevocabie-wrrtten-consent—to-service—and

-
[=a)

:esoiution—as—desértbed-in-s:~5+?r+647-for-any—tnttiai

-
~

registration-or—upen-request—by-the-department-

-
O

6+-——Copies-of-such-documents—fried-with—-the-Securrties

-
0

and-Exchange—€ommission-as-the-department-may-requsres

N
o

{tby——An-exemption—under—+his—section-is—-effective—when

~N
—

the-federat-registration—-statement-becomes-effective—or—-as—of

N
N

the-date—the-appiication-for-exemption-is-£fiied-with-the

o
w

departmenty-whichever—is-iaters-providedr—in-addition-to—-the

84
>

ttems-iisted-tn-paragraph—{te}y-the-department—has-recexrved

N
w

written—notification-of-effective-regiscration-under-the

N
o)

Investment-Eompany-Act—of-1946-wrthin—+6-business—days—after

N
~

the-date—-federai-registration—-is—granted-——Paiture—-to-provide

N
<@

to~-the—department—the—-information-required-by-this-subsection

N
O

within-66-days—after—the-date-the-registration-statement

w
<Q

becomes-effective-with-the-Securities—and-Exchange-Commission

w

ts-a-viotation-of-this-chapter~

7
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-

te)——Phe—exemption—is—effective-for-a-period-of-+2
months-after—the—-date—of-effectiveness-in—-thirs—state;~untess
renewved-prior-to—expiration~

td34--In-1tieuv—of-£ritrng-with-the-department-the

apptication;—feesr-and-documents-regqurred-for—-exemption;—the

2
3
4
S
6| department—-may-establiish-procedures-for-the-deposit-of-—£fees
7| ard-£iting-of-documents-to-be-made—through-the-Securities
BJReg&:tzation—Bepos&torr-n:—deveieped—under—centract—vtth—the

9| North-Ameriecan—Securities—Administrators—Associatrons—inesy

0| provided-such-procedires—shaii-provide-the-department—-with—the
11| ¢nformation—-and-data-regquired-by-this-subsection-——If-a—fiter
12| chooses—not—to—use-the-Securrties—Registratron-Beposrtorys

13| such~£43ingss-inciuding-the-statutory-feey—may-be-made

14| d4rectiy-with-the~departments

15 Section 3. Effective upon this act becoming a law,

16| section 5%17.07, Florida Statutes, is amended to read:

17 $17.07 Reglistration of securities.—-
18 (1) It is unlawful and a violation of this chapter for

19} any person to sell or offer to sell a security within this

20} state unless the security 1s exempt under s. 517.05t, is sold
21| in a transaction exempt under s. 517.061; is a federal covered
22| security, or is registered pursuant to this chapter.

23 {2) No securities that are required to be registered
24| under this chapter except-of-a-ciass-exempt—under—any-of-the
25| provisions-of-s:-547:65t-or—untess—soid-in-any-transaction

26| exempt—under—any-ocf-the-provisions—of-s+-5+7:-86%+ shall be sold
27} or offered for sale within this state unless such securities
28| have been registered pursuant to this chapter;—as—hereinafter

29| definedy and unless prior to each sale the purchaser is

30| furnished with a prospectus meeting the requirements of rules

31} adopted by the department. The-department-shaii-issue-a
8
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permit-when-such-registration—-has-been—granted-by-the
departments

{3)1¢4++ The department shall 1ssue a permit when
registration has been granted by the department. A permit to

sell securities 1s effective for 1 year from the date it was

N e W N

granted. Reglistration of securities shall be deemed to
include the registration of rights to subscribe to such
securities if the application under s. 517.081 or s. 517.082

for registration of such securities includes a statement that

O W ® 3 o

such rights are to be issued.

11 {4)t2) A record of the registration of securities

12| shall be kept 1in the office of the department, in which

13} register of securities shall also be recorded any orders

14| entered by the department with respect to such securities.

3| Such register, and all information with respect to the

16| securities registered therein, shall be open to public

17| inspection.

18 {5)t33 Notwithstanding any other provision of this

19} section, offers of securities reqguired to be registered by

20| this section may be made in this state before the registration
21| of such securities if the offers are made in conformity with
22| rules adopted by the department.

23 Section 4. Paragraph (g) of subsection (3) of section
24| 517.081, Florida Statutes, 1s amended to read:

25 517.081 Registration procedure.--

26 (3) The department may reguire the applicant to submit
27| to the department the following information concerning the

"8| 1ssuer and such other relevant information as the department
<9 may in its judgment deem necessary to enable it to ascertain

30| whether such securities shall be registered pursuant to the

31| provisions of this section:

CODING: Words stracken are deletions; words underlined are additions.
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1 {9)1. A specimen copy of the security and a copy of
any clrcular, prospectus, advertisement, or other description
of such securities.

2. The department shall adopt a_form for a simplified

offering circular to be used solely by corporations to

register, under this section, securities of the corporation

that are sold in offerings in which the aggreqgate offering

price in any consecutive 12-month period does not exceed the
lesser of the aggregate offering price in 17 C.F.R. 8. 230.251

or $5 million. The following issuers are ineligible to submit

11l a simplified offering circular adopted under this paragraph:
12 a. An issuer seeking to reqister securities for resale

O W D N Ty o s W

13! by persons other than the issuer.

14 b. An issuer who is subject to any of the

15| disqualifications described in 17 C.F.R. s. 230.262, adopted

16] under the Securities Act of 1933, or who has_been or is

17{ engaged in or is about to engage in an activity that would be

18) grounds for denial, revocation, or suspension under s.

191 §17.111. For purposes of this subparagraph, an issuer includes
20{ gn issuer's director, officer, shareholder who owns at least
211 10 _percent of the shares of the issuer, promoter, or selling
22( agent of the securities to be offered, or any officer,

23] directer, or partner of such selling_agent.

24 c._An issyer who is a_development-stage company that
25| either has no_specific business plan or purpose or has

26) indicated that its business plan is to merge with an

27| unidentified company or companies.

28 d, An issuer of offerings in which the specific

29| business or properties cannot be described.

30 e._Any_issuer the department determines to be

31| ineligible if the form would not provide full and fair
10
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] disclosure of material information for the type of offering_to
be registered by the 1ssuer.

f. Any corporation that has failed to provide the

department with the reports reguired for a previous offering

registered undexr this subparagraph.

As a condition precedent to qualifying _for use of the

samplified offering_circular, the corporation must agree to
provide the department with annual financial reports

containing _a balance sheet as of the end of the issuer's

11| fiscal year and a statement of income for that fiscal year,

12| all prepared in accordance with generally accepted accounting

13| principles and accompanied by _an independent accountant's

14| report. If the issuer has more than t00 security holders at

5] the end of the fiscal year, the financial statements must be

16} audited. Annual financial reports must be filed with_ the

17| department within 90 days after the close of the issuer's

18| fiscal year for each of the first 5 years following_the

19 effective date of the registration.
20 Section 5. Effective upon this act becoming a law,

21| subsection (1) of section 517.082, Florida Statutes, 1996

22| Supplement, 1s amended to read:

23 517.082 Notification registration.--

24 (1) Except as provided in subsection (3) er-exempt

25| pursuant—to-s+-54F705t¢++}, securities offered or sold

26] pursuant to a reglistration statement filed under the

27| Securities Act of 1933 or the Investment Company Act of 1940
"8/ shall be entitled to registration by notification in the

29| manner provided in subsection (2), provided that prior to the

30| offer or sale the registration statement has become effective.

11
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Section 6. Effective upon this act becoming a law,
subsection (1) of section 517.101, Florida Statutes, 1996
Supplement, is amended to read:

517.101 Consent to service.--—

(1) Upon any initial application for registration
under s. 517.081 or s. 517.082, upen—any—-appiiecation-for
exemption-pursuveant—to—s+-5+7:-05¢+{14}; or upon reqguest of the
department, the issuer shall file with such application the

irrevocable written consent of the 1ssuer that in suaits,

O W W N oS> WN

—

proceedings, and actions growing out of the violation of any

-
-

provision of this chapter, the service on the department of a

-
N

notice, process, or pleading therein, authorized by the laws

-
(%)

of this state, shall be as valid and binding as if due service

had been made on the issuer.

—_ -
U é

Section 7. Subsection (10) of section 517.12, Florida

-
o

Statutes, 1996 Supplement, is amended and subsection (19) 1is

added to that section to read:

-, -
(o BN}

517.12 Registration of dealers, associated persons,

-
O

investment advisers, and branch offices.——

n
[=)

(10) An applicant for registration shall pay an

N
pard

assessment fee of $200, in the case of a dealer or investment

N
N

adviser, or $40, in the case of an associated person. The

assessment fee of an associated person shall be reduced to $30

ermi i final order of the 4 tmen h

sufficient funds have been allocated to the Securities

F under 517.12903 to satisfy ail vali laims

filed under s. 517.1203(2). An associated person not having

current fingerprint cards filed with the National Association

N
W

NN N NN NN
W @O N o A

of Securities Dealers or a national securities exchange

w
o

registered with the Securities and Exchange Commission shall

be assessed an additional fee to cover the cost for said

12

w
-
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fingerprint cards to be processed by the department. Such fee

shall be determined by rule of the department. Each dealer
and each investment adviser shall pay an assessment fee of
$100 for each office in this state, except its designated
principal office. Such fees become the revenue of the state,
except for those assessments provided for under s. 517.131(1)
until such time as the Securities Guaranty Fund satisfies the
statutory limits, and are not returnable 1n the event that

registration is withdrawn or not granted.

O W W N U e W N

-

{(18) The registration requirements of this section

which apply to investment advisers and assoclated persons do

—

12| not _apply to a commodity trading adviser who:

13 (a) 1Is reqistered as such with the Commodity Futures
14| Trading Commission pursuant to the Commodity Exchange Act.
5 {b) Advises or exercises trading_discretion, with

16| respect to foreign currency_options listed and traded
17] exclusively on _the Philadelphia Stock Exchange, on behalf of

18] an "appropriate person* as defined by the Commodity Exchange

19| Act.
20
21| The exemption provided in this subsection does not apply %o a

22| commodity trading adviser who engages in other activities that

23jrequire registration under this chapter,

24 Section 8. Subsection (1) of section 517.1203, Florida
25| Statutes, 1996 Supplement, is amended to read:

26 517.1203 Allocation and disbursement of assessment
27| fees.~—
~8 (1) Notwithstanding s. 517.131(1), and until the

29| department determines by final order that sufficient funds
30| have been allocated to the Securities Guaranty Fund under this

31| section to satisfy all valid claims filed in accordance with
13
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subsection (2), an additional amount equal to 25 percent of
all revenues received as assessment fees pursuant to s.
$17.12(10) and (11) from persons applying for or renewing
registrations as associated persons shall be allocated to the
Securities Guaranty Fund and disbursed as provided 1in this
section. This assessment fee shall be part of the regular
license fee and shall be transferred to or deposited into the
Securities Guaranty Fund. The moneys allocated to the

! Securities Guaranty Fund under this section shall not be

© W ™ N N bW N

included in the calculation of the allocation of the

Y
—_

assessment fees referred to in s. 517.131(1)(b). Moneys

12| allocated under this section in excess of the valid claims

13| filed pursuant to subsection (2) shall be allocated to the

14| Anti1-Fraud Trust Fund.

15 Section 9. Paragraph (a) of subsection (1) of section

16/ 517.131, Florida Statutes, 1996 Supplement, 1s amended to

17| read:
18 517.131 Securities Guaranty Fund.--
19 (1){(a) The Treasurer shall establish a Securities

20| Guaranty Fund. An amount not exceeding 20 percent of all

21| revenues received as assessment fees pursuant to s. 5§17.12(10)
22| and (11) for dealers and investment advisers and an amount not
23| exceeding 10 percent of all revenues received as assessment

24| fees pursuant to s. 517,12(10) and (11) for associated persons
25| shall be allocated to the fund. An additional amount not

26| exceeding 3.5 percent of all revenues received as assessment
27| fees for associated persons under s. 512.10(10) and (1t) must
28| be_allocated to the Securities Guaranty Fund upon a

29) determination by final order of the department that sufficient

30| funds have been allocated to the fund under s, 517.1203 to
31 satisfvy all valid claims filed under s. 517.1203(2). This
14
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assessment fee shall be part of the regular license fee and
shall be transferred to or deposited in the Securities
Guaranty Fund.

Section 10. Except as otherwise provided in this act,

this act shall take effect October 1, 1967.

ARAKRERRRERARR AR R AR AR AR RAARRA R AR AR AR AR A AR AR

SENATE SUMMARY
Authorizes the Department of Banking and Finance to adopt
simplified offering circular forms for use by certain
corporations to register securities of the corporation.
Deletes an exemption from securities registratlion
requirements for certain investment companies. Prohibits
the sale of certain securities. Requires the department
to issue a permit upon granting a registration. Exempts
certain commodity trading advisers from registration
requirements. Reduces the assessment fees of associated
persons, Provides for the discontinuance of additional
allocation of funds to the Securities Guaranty Fund upon
a determination of the department that funds are
sufficient to pay claims. Conforms the percentage that
5 is used to allocate fees to the Securities Guaranty Fund
to comply with provisions that reduce the assessment fee
16 of assocliated persons.
17
18
19
20
21
22
23
24
25
26
27
28
29
30

31
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By the Committee on Banking and Insurance and Senator Bronson

311-1802-97

1 A bill to be entitled

2 An act relating to securities transactions;

3 amending s. 517.021, F.S.; providing

4 definitions; amending s. 517.051, F.S.;

5 deleting an exemption from securities

6 registration requirements for investment

7 companies; amending s. 517.07, F.S.;

8 prohibiting the sale of certain securities;

9 requiring the Department of Banking and Finance
10 to issue a permit upon granting a registration;
1 amending s. 517.081, F.S.; providing additional
12 authority to the Department of Banking and
13 Finance relating to registration requirements;
14 providing for filing certain alternative
15 information; providing requirements; amending
16 ss. 517.082, 517,101, F.S.; deleting obsolete
17 cross-references; amending s. 517.12, F.S.:;

18 exempting commodity trading advisers from

19 certain registration reguirements under certain
20 circumstances; providing for a reduced

21 assessment fee under certain circumstances;

22 amending s. 517.1203, F.S.; providing for

23| termination of allocation of certain assessment
24 fee revenues to the Securities Guaranty Fund

25 under certain clircumstances; amending s.

26 517.131, F.S.; specifying an allocation of

27 certain assessment fee revenues to the

28 Securities Guaranty Fund under certain

29 circumstances; providing effective dates.

30

31| Be It Enacted by the Legislature of the State of Florida:

1
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Section 1. Effective upon this act becoming a law,
sutbsections (2) and (10) of section 517.02%, Florida Statutes,
are amended, subsections (8)-(18) of that section, are
redesignated as subsections (9)-(19), respectively, and a new
subsection (8) is added to that section to read:

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

(2) *Associated person” means any of the following:

©C W © 9 O n & W N

-

(a) Any partner, officer, director, or branch manager

—_
PN

of a dealer or investment adviser or any person occupying a

-
N

similar status or performing similar functions;

-
)

(b) Any natural person directly or indirectly

-
[

controlling or controlled by such dealer or investment

-
(4]

adviser, other than an employee whose function is only

clerical or ministerial; or

- -
~N o

{c) Any natural person, other than a dealer, employed,

-
oD

appointed, or authorized by a dealer, investment adviser, or

-
\O

issuer to sell securities in any manner or act as an

N
(=]

investment adviser as defined in this section.

NN
N

The partners of a partnership and the executive officers of a

N
w

corporation or other assoclation registered as a dealer, and

n rson wh ran ions § i
hos ransaction ib in 15(h f th

NN
()

Exchange Act of 1934, are not "associated persons® within the
meaning of this definition.

N NN
@ ~

“r ral cover curjty"

N
O
()

ver ri nder 1 t

w
(=)

1 r rgl nd r lation dopt thereun

w
-

CODING: Words stricken are deletions; words underlined are additionms.



FLORIDA SENATE - 1997 €S rfor SB 700
311-1802-97

—

(10)(a) "Investment adviser” includes any person who
for compensation engages for all or part of his time, directly
or indirectly, or through publications or writings, in the
business of advising others as to the value of securities or
as to the advisability of investments in, purchasing of, or
selling of securities, except a dealer whose performance of
these services is solely incidental to the conduct of his
business as a dealer and who receives no special compensation

for such services.

O W D N O L & W N

-

(b) The term “investment adviser”" does not include the

-
—-

following:

-
N

1. Any licensed practicing attorney or certified

-
w

public accountant whese performance who—renders—or-performs

-
>

any of such services is solely incidental to the in-connect:on

-
%]

with-the-reguiar practice of his profession;

-
o

2. Any bank authorized to do business in this state;

-
~

3. Any bank holding company as defined in the Bank

-
o)

Holding Company Act of 1956, as amended, author:zed to do

-
O

business in this state;

N
o

4. Any trust company having trust powers which it 1is

N
—-

authorized to exercise in the state, which trust company

(S
%)

renders or performs services in a fiduciary capacity

N
W

incidental to the exercise of its trust powers;

N
>

S. Any person who renders investment advice

N
w

exclusively to insurance or investment companies; or

N
=)

6. Any person who does not hold himself out to the
general public as an investment adviser and has at least 6§ but

NN
® N

no more than 15 clients within 12 consecutive months in this

N
O

state;~

w
[=)

1. Any person whose transactions in this state are

limited to those transactions described in s. 222(d) of the
3

w
—_
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Investment Advisers Act of 1940. Those clients listed in

subparagraph (5) may not be included when determining the
number of clients of an investment adviser for purposes of s.
222(d) of the Investment Advisers Act of 1940.

Section 2. Effective upon this act becoming a law,

section 517.051, Florida Statutes, 1996 Supplement, is amended
to read:

517.051 Exempt securities.-—-Bxcept—as—provided-in
subsection-t1+3; The exemptions provided herein from the
registration requirements of s. 517.07 are self-executing and
do not require any filing with the department prior to
claiming such exemption. Any person who claims entitlement to
any of these exemptions bears the burden of proving such
entitlement in any proceeding brought under this chapter. The
registration provisions of s. §17.07 do not apply to any of
the following securities:

(1) A security issued or guaranteed by the United
States or any territory or insular possession of the United
States, by the District of Columbia, or by any state of the
United States or by any political subdivision or agency or
other instrumentality thereof; provided that no person shall
directly or indirectly offer or sell securities, other than
general obligation bonds, under this subsection if the issuer
or guarantor is in default or has been in default any time
after December 31, 1975, as to principal or interest:

(a) With respect to an obligation issued by the issuer
or successor of the lssuer; or

(b) With respect to an obligation guaranteed by the

guarantor or successor of the guarantor,
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except by an offering circular containing a full and fair

—

disclosure as prescribed by rule of the department.

(2) A security issued or guaranteed by any foreign
government with which the United States is maintaining
diplomatic relations at the time of the sale or offer of sale
of the security, or by any state, province, or political
subdivision thereof having the power of taxation or
assessment, which security is recognized at the time it is

offered for sale in this state as a valid obligation by such

QW ® NN AW N

—_

foreign government or by such state, province, or political

—
-

subdivision thereof issuing the security.

12 (3) A security issued or guaranteed by:
13 (a) A national bank, a federally chartered savings and
14| loan association, or a federally chartered savings bank, or

-
w

the initial subscription for equity securities in such

—_
N

national bank, federally chartered savings and loan

—_
~J

association, or federally chartered savings bank;

—_
=]

(b) Any federal land bank, Jjoint-stock land bank, or

—
\0

national farm loan association under the provisions of the

N
(=)

Federal Farxm Loan Act of July 1?7, 1916;

[
-

(c) An international bank of which the United States

N
N

is a member; or

N
()

(d) A corporation created and acting as an

N
[

instrumentality of the government of the United States.

N
w

(4) A security issued or guaranteed, as to principal,

N
(=)

interest, or dividend, by a corporation owning or operating a

»N
~

railroad or any other public service utility; provided that

N
@

such corporation is subject to regulation or supervision

whether as to its rates and charges or as to the issue of its

w N
O v

own securities by a public commission, board, or officer of

w
-

the government of the United States, of any state, territory,

S
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or insular possession of the United States, of any
municipality located therein, of the District of Columbia, or
of the Dominion of Canada or of any province thereof; also
equipment securities based on chattel mortgages, leases, or
agreements for conditional sale of cars, motive power, or
other rolling stock mortgaged, leased, or sold to or furnished

for the use of or upon such railroad or other public service

utility corporation or where the ownership or title of such

equipment is pledged or retained in accordance with the

O W M N &N U s w N

-

provisions of the laws of the United States or of any state or

-
-

of the Dominion of Canada to secure the payment of such

-
N

equipment securities; and also bonds, notes, or other

13| evidences of indebtedness issued by a holding corporation and
14| secured by collateral consisting of any securities hereinabove
15| described; provided, further, that the collateral securities
16| equal in fair value at least 125 percent of the par value of
17| the bonds, notes, or other evidences of indebtedness so

18| secured.

19 (5) A security issued or guaranteed by any of the

20] following which are subject to the examination, supervision,
21| or control of this state or of the Federal Deposit Insurance
22| Corporation or the National Credit Union Association:

23 (a) A bank,

24 (b) A trust company,

25| (c) A savings institution,

26 (d) A bullding or savings and loan association,
27 (e) An international development bank, or

28 (£f) A credit union;

29

30| or the initial subscription for equity securities of any

31| institution listed in paragraphs (a)-(f), provided such
6
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institution is subject to the examination, supervision, or
control of this state.

{(6) A security, other than common stock, providing for
a fixed return, which security has been outstanding in the
hands of the public for a period of not less than 5 years, and
upon which security no default in payment of principal or
failure to pay the fixed return has occurred for an
immediately preceding period of § years.

(7) Securities of nonprofit agricultural cooperatives

O W ® NN o o e W N

-

organized under the laws of this state when the securities are

—
—

sold or offered for sale to persons principally engaged in

Y
N

agricultural production or selling agricultural products.

-
[

(8) A note, draft, bill of exchange, or banker's

-
>

acceptance having a unit amount of $25,000 or more which

-
w

arlses out of a current transaction, or the proceeds of which

have been or are to be used for current transactions, and

- -
~

which has a maturity period at the time of issuance not

-
(=]

exceeding 9 months exclusive of days of grace, or any renewal

—-
0

thereof which has a maturity period likewise limited. This

N
o

subsection applies only to prime quality negotiable commercial

~
p—y

paper of a type not ordinarily purchased by the general

N
N

public; that is, paper issued to facilitate well-recognized

N
W

types of current operational business reguirements and of a

N
-

type eligible for discounting by Federal Reserve banks.

8]
[34]

(9) A security issued by a corporation organized and

[N
[=a)

operated exclusively for religious, educational, benevolent,

N
~

fraternal, charitable, or reformatory purposes and not for

n
@

pecuniary profit, no part of the net earnings of which

N
O

corporation inures to the benefit of any private stockholder

w
o

or individual; provided that no person shall directly or

w
-

indirectly offer or sell securities under this subsection
7
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except by an offering circular containing full and fair
disclosure, as prescribed by the rules of the department, of
all material information, including, but not limited to., a
description of the securities offered and terms of the
offering, a description of the nature of the issuer's
business, a statement of the purpose of the offering and the
intended application by the issuer of the proceeds thereof,
and financial statements of the issuer prepared in conformance

with generally accepted accounting principles.

O W ® N OV D W N

-

{10) Any insurance or endowment policy or annuity

-
—

contract or optlonal annuity contract or self-insurance

-
N

agreement issued by a corporation, insurance company,

=
L

reciprocal insurer, or risk retention group subject to the

—
-~

supervision of the insurance commissioner or bank

—-
(%]

commissioner, or any agency or officer performing like

-
on

functions, of any state or territory of the United States or
the District of Columbia.

-
o~

t4+4)——The-offer-or-sate-of-securities—pursuant-to-a

-
O

registration—statement-£ited-under-the—Investment—Company-Act

N
(=)

of-1+546-by-an-open-end-management-company-or-unit-investment

~N
-

trust-shaii-be-entitied-to—exemption-2n—the-manner—provided-in

N
N

paragraph—taj7-provided—that-prior-to-the-cffer-or-sate-the

N
w

registration—statement—has-become-effectives

N
o

tet-—An-appiication-for—exemption-shati-be-£ited-with

[ %]
n

the—-department-and-shati-be-accempanied-by+

N
[=a)

+<—-An-appiication-for-exemption-to-seii-which-shaii-be

N
~3

exeeuted-by—the-issuer7-any-person-on-whose—-behaif-the

N
-]

offering-is—mader—a-deater-regrstered-under—this—chaptery;—or

N
]

any-duiy-authorized-agent-of-any-such-persony—setting-forth

w
o

the—neme-and-address-of-the-appiicant;—the—name—-and-address—of

(%]
—_
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the-issuer;-and-the-titite-of-the-securities—to—be-offered-and
sotds

25——A—copy—of-the-cover-page-of—the—initia:
registration-statement-as-£ited-with-the-Securities—and
Exchange-Eommission-uniess-the-federat-registration-1s
effective—prror—to—£iting-with-the-departments

3+——A—copy-of-the—dated-£inai-prospectus—or—current
prospectus7—whichever—is—dated-taters

4:--A-847060-fee~

O WO O N O s W N

-

5+~-An-trrevocable-written—consent-to-service-and

-
N

resoitution-as-described-in-s--5+3-404+,—for—-any-initial

-
[N

registration-or-upon-request-by-the-department~

—_
[

6+-——Eopies-of-such-documents—£ried-with-the-Securrties

—_
=3

and-Bxchange-Eommission-as—the-department-may-requires

—_
(%)

{b}-—An-exemption-under-this-section-is-effective-vwhen

(=2}

the—federai—registration-statement-becomes-effective-or-as—of

-
~

the-date-the-appiication-for-exemption—4ts—£ited-with—the

—_
[22]

departmenty-whichever—is-iaterr-providedr—in—addition—to-the

—
\Oo

ieems-1isted-in-paragraph-{aj);-the—department-has-received

N
(=]

written—notification-ocf-effective-registration—under-the

N
-

Investmene-€ompany-Act-of-1+940—-within—19-business—days-after

[N ]
N

the-date-federat-registration—is-granted-——Paiiure—to—provide

[ 8
W

to-the-department—-the-information-required-by-this-subsection

N
-~

within-60-days-after—the~date—the-registration-statement

[
w

becomes-effective-vith-the-Securities-and-Exchange—€ommission

N
o

ts-a-viotation-of-this—chapters

~
~]

tey——The-exemption-is-effective-for-a-period-of-+2

N
=]

menths—after—the—-date—of-effectiveness-in-this-states—untess

N
0

reneved-prior-to-expiration~

€8)--En-tieu—of-£fiting-with-the—department-the

w
(=]

w
-

appiication;—feesy—and-documents—regquired-for-exemptiony—the
9
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1| department-may-estabiish-procedures—£for-the-deposit-of-fees
and-£iiing-of-documents-to-be—made-through-the-Securities
Registration-Pepository-as—deveioped-under-contract-with-the
North—-American—Securities—Administrators—Associtationy-Ines7y
provided-such-precedures-shaii-provide-the-department-with—the
information—-and-data-required-by-this—subsection-—If-a—£iter

chooses—not-to—use-the-Securities—Registration-Bepositoryy

[ 2 T - S * B N T N N )

swch—-£i1ings7-4inetuding—the-statutory-£fee;—may-be-made
9| dérectiy-with-the-department=-
10 Section 3. Effective upon this act becoming a law,

11| section 517.07, Florida Statutes, is amended to read:

12 517.07 Registration of securities.——
13 {1) It is unlawful and a violation of this chapter for

14| any person to sell or offer to sell a security within this
15} state unless the security is exempt under s. 517.051, is sold

16/ in _a transaction exempt under s. 517.061, is a federal covered

17| security, or is registered pursuant to this chapter.

18 {2) No securities that are required to be registered
19{ under this chapter except—of-a-ciass-exempt—tunder—any—-of-the

20| provisions-of-s--547-65+-or-untess-sotd-in-any-transaction

21} exempt—under-any-of-the-provisions-of-s+-5+7¥s686+ shall be sold
22| or oftered for sale within this state unless such securities
23| have been registered pursuant to this chapters-as-hereinafter
24| defineds and unless prior to each sale the purchaser is

25| furnished with a prospectus meeting the requirements of rules
26] adopted by the department. The-department-shati-issue-a

27| permit-when-such-registration—has-been—granted-by-the

28| departments

29 {3)¢+> The department shall issye a permit when
30| registration has been granted by the department, A permit to

31| sell securities is effective for 1 year from the date it was

10
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Y

granted. Registration of securities shall be deemed to
include the registration of rights to subscribe to such
securities if the application under s, 517.081 or s. 517.082
for registration of such securities includes a statement that
such rights are to be issued.
(4)¢2) A record of the registration of securities

shall be kept in the office of the department, in which
register of securities shall also be recorded any orders

entered by the department with respect to such securities.

O W O ~N o0 U W N

—y

Such register, and all information with respect to the

=
—

securities registered therein, shall be open to public

-
N

inspection.

(5)¢3) Notwithstanding any other provision of this

—_ -
>

section, offers of securities required to be registered by

-
[54)

this section may be made in this state before the registration

—
[=a)

of such securities if the offers are made in conformity with

Py
~

rules adopted by the department.

-
(o2

Section 4. Paragraph (g) of subsection (3) of section

—_
O

517.081, Florida Statutes, is amended to read:

(a4
(=]

517.081 Registration procedure.--

N
-

(3) The department may require the applicant to submit

N
N

to the department the following information concerning the

N
w

issuer and such other relevant information as the department

N
[

may in its judgment deem necessary to enable it to ascertain

N
u

whether such securities shall be registered pursuant to the

~N
[=a)

provisions of this section:

N
~

(q}1. A specimen copy of the security and a copy of

N
o

any circular, prospectus, advertisement, or other description

29| of such securitlies.
30 2 Th epartment shall ado form for simplifi
31l offering circular to be used solely by corporations to

1
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register, under this section, securities of the corporation

that are sold in offerings in which the aggqregate offering

price in any consecutive 12-month period does not exceed the
lesser of the aggregate offering price inm 17 C.F.R. s. 230.251
or 85 million. The following issuers are ineligible to submit
a simplified offering circular adopted under this
subparagraph:

a. An issuer seeking to register securities for resale
by_persons other than the issuer.

b. An issuer who is subject to any of the
disqualifications described in 17 C.F.R, s. 230.262, adopted
under the Securities Act of 1933, or who has been or is

engaged in or is about to engage in an activity that would be

grounds for denial, revocation, or suspension under s.

517.111. Por purposes of this subparagraph, an issuer includes
an issuer's director, officer, shareholder who owns at least

10 percent of the shares of the issuer, promoter, or selling

agent of the securities to be offered, or any officer,
director, or partner of such selling agent,

€. An issyer who is a development—stage company that
eithor has no specific busjness plan or purpose or has
indicated that its business plan is to merge with an
unidentified company or companies.

@, An issuer of offerings in which the specific
business or properties cannot be described,

8. Any issver the depgrtment determines to be
ipeiigible If the form would not provide full and fair
disclosure of material information for the type of offering.to
be reqistered by the issuer,

12
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f. Any corporation that has failed to provide the
department with the reports regquired for a previous offering
registered under this subparagraph,

As a condition precedent to cualifying for use of the
simplified offering circular, the corporation must agree to

provide the department with annual financial reports
containing a balance sheet as of the end of the issuer's

fiscal year and a statement of income for that fiscal year,

all prepared in accordance with generally accepted accounting
principles and_accompanied by an independent accountant's

report. If the issuer has more than 100 security holders at
the end of the fiscal year, the financial statements must be

- A
NN = O W ® N d W N -

—
W

audited. Annual financial reports must be filed with the

department within 90 days after the close of the lissuer's
fiscal year for each of the first § years following the

effective date of the registration.
Section 5. Effective upon this act becoming a law,

—
o

- A o o
O © N O O»n

subsection (1) of section 517.082, Florida Statutes, 1996

N
o

Supplement, is amended to read:
517.082 Notification registration.——

NN
N -

(1) Except as provided in subsection (3) or-exempt

N
[

pursuant-to—s:-5+7:-854+{++}, securities offered or sold

~N
>

pursuant to a registration statement filed under the

N
w

Securities Act of 1933 or the Investment Company Act of 1940

N
(2]

shall be entitled to registration by notification in the

[ )
~

manner provided in subsection (2), provided that prior to the

N
<0

offer or sale the registration statement has become effective.

o
O

Section 6. Effective upon this act becoming a law,

W
[=]

subsection (1) of section 517.101, Florida Statutes, 1996

w
—

Supplement, is amended to read:

13
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517.101 Consent to service.——

(1) Upon any initial application for registration
under s. 517.081 or s. 517.082, wpon-sny-epplication—for
exemption-pursuant-to-s+-5+7:65t¢++}y or upon request of the
department, the issuer shall file with such application the
irrevocable written consent of the issuer that in suits,
proceedings, and actions growing out of the violation of any
provision of this chapter, the service on the department of a

notice, process, or pleading therein, authorized by the laws

Q W O ~N oo »n e Ww N

-

of this state, shall be as valid and binding as if due service

-
-

had been made on the issuer.

Section 7. Subsection (10) of section 517.12, Florida

-
w N

Statutes, 1996 Supplement, is amended and subsection (19) is

=

added to that section to read:

15 517.12 Registration of dealers, associated persons,

16] investment advisers, and branch offices.--

17 (10) An applicant for registration shall pay an

18| assessment fee of $200, in the case of a dealer or investment
19({ adviser, or $40, in the case of an associated person. The

20 ssment fee of an gssociat rsegn shall be reduced t 30
21 n etermination final order of the department th

22} sufficient funds have been allocated to the Secyrities

[
w

Guaranty Fund under s. 517.1203 to satisfy all valid claims
filed under s. 517.1203(2). An associated person not having

current fingerprint cards filed with the National Association

N NN
o NN A

of Securities Dealers or a national securities exchange

[ V]
~

registered with the Securities and Exchange Commission shall

N
o]

be assessed an additional fee to cover the cost for said

[N
\D

fingerprint cards to be processed by the department. Such fee

w
o

shall be determined by rule of the department. Each dealer

w
-

and each investment adviser shall pay an assessment fee of
14
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$100 for each office in this state, except 1ts designated
principal office. Such fees become the revenue of the state,
except for those assessments provided for under s. 517.131(1)
until such time as the Securities Guaranty Fund satisfies the
statutory limits, and are not returnable in the event that
registration 1s withdrawn or not granted.

(19) The registration requirements of this section

which apply to investment advisers and associated persons do

not apply to a commodity trading_adviser who:

(a) 1Is registered as such with the Commodity Futures

O WOV O NN U s W N

sy

-
—

Trading Commission pursuant to the Commodity Exchange Act.

—
N

(b) Advises or exercises trading discretion, with

respect to foreign currency options listed and traded

-
w

-
>

exclusively on the Philadelphia Stock Exchange, on behalf of

-
(%]

an "appropriate person" as defined by the Commodity Exchange

—
N

Act.

- —
@

The exemption provided in this subsection does not apply to a

—
od

commodity trading adviser who engages in other activitieg that
require registration under this chapter.

N
(=)

N
—_

Section 8. Subsection (1) of section 517.1203, Florida

N
N

Statutes, 1996 Supplement, is amended to read:

N
W

517.1203 Allocation and disbursement of assessment

N
L)

fees.—-

N
wn

(1) Notwithstanding s. 517.131(1), and until the
department determines by _final order that sufficient funds
have been allocated to the Securities Guaranty Fund under this
section to satisfy all valid claims filed in accordance with
subsection (2), an additional amount equal to 25 percent of

V]
o

N
~

N
@

w W
o W

all revenues received as assessment fees pursuant to s.

w
oy

517.12(10) and (11) from persons applying for or renewing

15
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Florida House of Representatives - 1997
By the Committee on Financial Services and Representatives

Safley, Lippman, Sanderson, Bainter, Ball, Edwards, Rayson,
Effman, Flanagan, Lawson, 6ennis and Maygarden

A bill to be entaitled
An act relating to securities transactions;
amending s. 517.021, F S.; revising
definitions; amending s. 517.051, F.S.;
deleting an exemption from securities
registration requirements for investment
companies; amending s. 517.07, F S ;
prohibiting the sale of certain securities;
requiring the Department of Banking and Finance
to issue a permit upon granting a registration,
amending s. 517.081, F.S.; providing additional
authority to the Department of Banking and
Finance relating to registration requirements;
providing for filing certain alternative
information; providing requirements; amending
ss. 517.082 and 517.101, F S.; deleting
obsolete cross references; amending s. 517.12,
F S ; exempting commodity trading advisers from
certain registration requirements under certain
carcumstances; providing for a reduced
assessment fee under certain circumstances;
amending s. 517.1203, F.S.; providing for
termination of allocation of certain assessment
fee revenues to the Securities Guaranty Fund
under certain circumstances; amending s.
517.131, F.S.; specifying an allocation of
certain assessment fee revenues to the
Securities Guaranty Fund under certain

circumstances; providing effective dates.

Be It Enacted by the Legislature of the State of Florida:
1
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Section 1 Effective upon this act becoming a law,
subsection (2) of section 517.021, Florida Statutes, is
amended, subsections (8)-(18) of said section are redesignated
as subsections (9)-(19), respectively, a new subsection (8) is
added to said section, and paragraph (b) of redesignated
subsection (11) is amended, to read:

517 021 Definitions --Khen used in this chapter,
unless the context otherwise indicetes, the following terms
have the following respective meanings:

(2) "Associated person” means any of the following:

(a) Any partner, officer, director, or branch manager
of a dealer or investment adviser or any person occupying =a
similar status or performing similar functions;

{b) Any natural person directly or indirectly
controlling or controlled by such dealer or investment
adviser, other than an employee whose function is only
clerical or ministerial, or

(c) Any natural person, other than a dealer, employed,
appointed, or authorized by a doaler, investment adviser, or
issuer to sell securities in any manner or act as an

investment adviser as defined in this section.

The partners of a partnership and the executive officers of a

corporation or other association registered as a dealer, and

hose saction cribed in (h) e

Exchange Act of 1934, are not "associated persons™ within the

meaning of this definitaon.

(8) “Federal covered Security” means any security that

is a covered security under s. 18(b) of the

rules and tion do d u
2
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(11)¢€483

(b) The term "investment adviser' does not include the
following:

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

2 Any bank authorized to do business in thas state;

3 Any bank holding company as defined in the Bank
Holding Company Act of 1356, as amended, authorized to do
business 1in this state;

&4 Any trust company having trust powers which it as
authorized to exercise in the state, which trust company
renders or performs services 1n a fiduciary capacity
1ncidental to the exercise of i1ts trust powers,

5. Any person who renders investment advice
exclusively to 1insurance or investment companies, or

6 Any person who does not hold himself out to the
general public as an investment adviser and has at least 6 but
no maore than 15 clients within 12 consecutive months in thas
state, or-

__Ar actions in i3 stat
trapsacti } 22(d)
v t v 3 Act of 1940. clie S
u ot lu
number of cljepts of an jnvestment adviser for purposes of s.
vestm: Advi ct of 40

Section 2. Effective upon this act becoming a law,
section 517.051, Florida Statutes, 1996 Supplement, i1s amended
to read.

517 051 Exempt securities.--Except-as-pravided-in
subsection-€113; The exemptions provided hereain from the

3
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registration requirements of s. 517.07 are self-executang and
do not require any filing with the department prior to
claiming such exemption. Any poarson who claims entitlement to
any of these exemptions bears the burden of proving such
entitlement 1n any proceeding brought under this chapter The
regastration provisions of s. 51?7 07 do not apply to any of
the following securities

(1) A security issued or guaranteed by the United
States or any territory or insular possession of the United
States, by the District of Columbia, or by any state of the
United States or by any political subdivision or agency or
other instrumentality therecf, provided that no person shall
directly or indirectly offer or sell securities, other than
general obligation bonds, under this subsection 1f the issuer
or guarantor is in default or has been in default any time
after December 31, 1975, as to principal or interest:

(a) Rith respect to an obligation issued by the issuer
or successor of the issuer, or

(b) HKith respect toc an obligation guaranteed by the

guarantor or successor of the guarantor,

except by an offerang circular containing a full and fair
disclosure as prescribed by rule of the department.

(2) A security issued or guaranteed by any foreign
government with which the United States is maintaining
diplomatic relations at the timec of the sale or offer of sale
of the security, or by any state, province, or political
subdivision thereof having the power of taxation or
assessment, which security is recognized at the time it is

offered for sale in this state as a valid obligation by such

4
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foreign government or by such state, province, or political
subdivision thereof issuing the security.

(3) A security issued or guaranteed by:

(a) A national bank, a federally chartered savings and
lcan association, or a federally chartered savings bank, or
the i1nit:al subscription for equity securities in such
national bank, federslly chartered savings and loan
association, or federally chartered savings bank;

(b) Any federml land bank, joint-stock land bank, or
national farm loan association under the provisions of the
Federal Farm Loan Act of July 17, 1916;

(c} An international bank of which the United States
1s a member, or

{d) A corporation created and acting as an
instrumentality of the government of the United States

(4) A security 1ssued or guaranteed, as to principal,
interest, or dividend, Ly a corporation owning or operating a
ratlroad or any other public service utility, provided that
such corporation i3 subject to regulation or supervision
whether as to its rates and charges or as to the issue of 1its
own securities by a public commission, bsard, or officer of
the government of the United States, of any state, territory,
or insular possession of the United States, of any
municipality located therein, of the Dastrict of Columbia, or
of the Dominion of Canada or of any province thereof; also
equipment securities based on chattel mortgages, leases, or
agreements for conditional sale of cars, motive power, or
other rolling stock mortgaged, leased, or sold to or furnished
for the use of or upon such railroad or other public service
utility corporation or where the ownership aor title of such
equipment is pledged or retained in accordance with the

5
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provisions of the laws of the United States or of any state or
of the Dominion of Canada to secure the payment of such
equipment securities; and alsc bonds, notex, or other
evidences of indebtedness issued by a holding corporation and
secured by collatecal consisting of any securities hereinabove
descrabed; provided, further, that the collateral securities
equal in fair value at least 125 percent of the par value of
the bonds, notes, or other evidences of indebtedness so
secured

(5) A security issued or guaranteed by any of the
following which are subject to the examination, supervision,
or control of this state or of the Federal Deposit Insurance
Corporation or the National Credit Union Association.

(a) A bank,

(b) A trust company,

{c) A savings institution,

(d) A building or savings and loan association,

(e} An international deelopment bank, or

(f) A credit union;

or the initial subscription for equity securities of any
institution listed in paragraphs (a)-(f), provided such
institution is subject to the examination, supervision, or
control of this state

(6) A security, other than common stock, providing for
a fixed return, which security has baen outstanding in the
hands of the public for a period of not less than 5 years, and
upon which security no default in payment of principal or
failure to pay the fixed return has occurred for an

immediately preceding period of 5 years

6
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(7) Securities of nonprofit agricultural cooperatives
organized under the laus of this state when the securities are
sold or offered for sale to persons principally engaged in
agricultural production or selling agricultural products.

(8) A note, draft, bi1ll of exchange, or banker's
acceptance having & unit amount of %25,000 or more which
arises out of a current transaction, or the proceeds of which
have been or mre to be used for current transactions, and
which has a maturity period at the time of issuance not
exceeding 9 months exclusive of days of grace, or any renesal
thereof which has a maturity period likewise lamited. Thas
subsection applies only to prime quality negotiable commercial
paper of a type not ordinarily purchased by the general
public; that i1s, paper 1ssued to facilitate well-recognized
types of current operational business requiremsnts and of a
type eligible for discounting by Federal Reserve banks.

(9) A security 1ssued by a corporation organized and
operated exclusively for religious, educaticnal, benevclent,
fraternal, charitable, or reformatory purposes and not for
pecuniary profit, no part of the net earnings of which
corporation inures to the benefit of any private stockhalder
or individual; provided that no person shall directly or
indirectly offer or sell securities under this subsection
except by an offering circular contesining full and fair
disclosure, as prescribed by the rules of the department, of
all material information, including, but not laimited to, a
description of the securities offered and terms of the
offering, s description of the nature of the issuer's
business, a statement of the purpose of the offering and the

intended application by the issuer of the proceeds thereof,

?
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and financial statements of the issuer prepared in conformance
with generally accepted accounting principles.

(10) Any insurance or endowment policy or annuity
contract or optional annuity contract or self-insurance
agreement issued by a corporation, insurance company,
reciprocal insurer, or risk retention group subject to the
supervision of the insurance commissioner or bank
commissioner, or any agency or officer performing like
functions, of any state or territory of the United States or
the District of Columbia

€44)--The-offer-or-sale-of -securities-pursuant-ta-a
registration-statement-fiied-under-the-Investment-€ompany-Act
ef-1948-by-an-open-end-management-company-or-unit-investment
trust-shaii-be-entitied-to-exemption-in-the-manner-provided-in
paragraph-(a);-provided-that-prior-to-the-offer-or-sale-the
reg:stration-statement-has-become-effectives

€a)--An-application-for-exemption-shaii-be-fxied-with
the-department-and-shaii-be-accompanied-by:

1:--An-app}ication-for-exemption-to-seii-which-shaii-be
executed-by-the-1ssuer;-any-person-on-whose-hehalf-the
offering-1s-made;-a-deater-registered-under-this-chapter;-or
any-dwly-authorized-agent-of-any-such-person;-setting-forth
the-name-and-address-of-the-appiicant;-the-name-and-addres=-of
the-issuer;-and-the-title-of-the-securities-to-be-offered-and
soid:

2:--A-copy-of-the-cover-page-of-the-initial
registration-statement-as-filed-with-the-Securities-and
Exchange-€ommission-uniess-the-federai-registration-as
effective-prior-to-filing-with-the-department:

3---A-copy-of-the-dated-final-prospectus-or-current
prespectus;-whichever-is-dated-3later-

8
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45--A-64;808-Fou:

S:--An-1irrevocabie-written-consent-to-service-and
resotutaon-as-described-in-s5-547:104;-for-any-2nitiai
regastration-or-upon-request-by-the-department:

6<--€Eopres-of -such-documents-fizied-waxth-the-Becurat:zes
and-Exchange-Eommission-as-the-department-may-requare:

¢b)--An-exemption-under-this-section-is-effective-when
the-federai-regastration-statement-becomes-effective-or-as-of
the-date-the-appiication-for-exemption-is-filed-with-the
department;-whichever-1s-iater;-provided;-a2n-addition-to-the
items-1isted-in-paragraph-€a3};-the-department-has-received
written-notification-of-effective-registration-under-the
Investment-Eompany-Act-of -1940-wathin-19-business-days-after
the-date-federai-registration-1s-granted:--Faiiure-to-provide
to-the-department-the-iznformation-required-by-this-subsactaon
within-€6-days-after-the-date-the-regaxstrat:ion-statement
becomes-effectaive-with-the-Securities-and-Exchange-€ommxission
2s-a-violation-of-thais-chapter:

€c)--The-exemption-1s-effectave-for-a-period-of-42
months-after-the-date-of-effectzveness-in-this-state;-uniess
renewed-prior-to-exparation-

€d3--In-1ieu-of-fi1iing-wath-the-department-the
application;-fees;-and-dacuments-required-for-exemption;-the
department-may-establ:sh-procedures-for-the-deposit-of-fees
and-filing-of-documents-to-be-made-through-the-Securztzes
Regaistration-Beposztory-as-deveioped-under-contract-wath-the
North-American-Secur:ties-Administrators-Assoc:ation;-Inc<;
provided-such-procedures-shaii-provide-the-department-with-the
tnformation-and-data-required-by-this-subsection:--if-a-faler

chooves-not-to-use-the-Becurities-Regastratzon-Bepository;

9

CODING: Deletions mre strieken; additions are underlined.




0N &S W N

W W N N NN NN NN NN e e b et s s s
= O W e N ! S WN MO DN S N = O

Florida House of Representatives - 19%7 HB 1097
614-1008-97

such-filings;-incinding-the-statutory-fee;-may-be-made
directiy-with-the-department-

Section 3 Effective upon this act becoming a law,
section 517.07, Florada Statutes, is amended to read:

517.07 Registration of securities.--

(1) It is unlawful and a violation of this chapter for
an erson to sell or offer to =e a _securaity within this
state unless the security is exsmpt under s 517.051, is sold
in a transaction exempt under s 517.061, is a federal covered
securjty, or is reqgistered pursuant to this chapter

(2) No securities that are required to be registered
under this chapter except-cf-a-cilass-exempt-under-any-of-the

provisions-of-s:-597:051-or-uniess-soid-in-any-transaction
exempt-under-mny-of-the-provisions-of~-s:-5497-864 shall be sold
or offered for sale within this state unless such securities
have been registered pursuant to this chapter;-as-hereinafter
defined; and unless prior to each sale the purchaser is
furnished with a prospectus meeting the requirements of rules
adopted by the department. The-department-shaii-:ssue-a
permit-when-such-regrstration-has-been-granted-by-the

department:

(3)¢493 The department shall issue a permit when
registration has been granted by the department. A permit to

sell securities is effective for 1 year from the date it was
granted. Registration of securities shall be deemed to
include the registration of rigi'ts to subscribe to such
securities if the application under s 517,081 or s 517 082
for registration of such securities includes a statement that
such rights are to be issued.
{4)¢23 A record of the registration of securities
shall be kept in the office of the department, in which
10
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register of securities shall also be recorded any orders
entered by the department with respect to such securities.
Such register, and all information with respect to the
securities registered therein, shall be open to public
inspection.

(5)¢33 Notwithstanding any other provision of this
section, offers of securities required to be registered by
this section may be made in this state before the registration
of such securities if the offers are made in conformity with
rules adopted by the department.

Section 4. Subsection (3) of section 517 081, Florida
Statutes, is amended to read:

517.081 Registration procedure.--

(3) The department may require the applicant to submit
to the department the following information concerning the
issuer and such other relevant information as the department
may in its judgment deem necessary to enable it to ascertain
whether such securities shall be registered pursuant to the
provisions of this section:

(a) The names and addresses of the directors,
trustees, and officers, if the issuer be a corporation,
association, or trust; of all the partners, if the issuer be a
partnership; or of the issuer, if the issuer be an individual.

(b) The location of the issuer's principal business
office and of its principal office in this state, if any.

(c) The general character of the business actually to
be transacted by the issuer and the purposes of ths proposed
issue.

(d) A statement of the capitalization of the issuer.

{e} A balance sheet showing the amount and general
character of its assets and liabilities on a day not more than

"
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90 days prior to the date of filing such balance sheet or such
longer period of time, not exceeding € months, as the
department may permit at the written request of the issuer an
a showing of good cause therefor.

(f) A detarled statement of the plan upon which the
issuer proposes to transact business.

(g)1. A specimen copy of the security and a copy of
any circular, prospectus, advertisement, or other description

of such securities.

t t or m i
2 ircul be use ely by tio
aq1 er s i
that in ch [) "] n
ic congecutive 12- t o
e te offe ce in 17 C.F.R. 3. 230
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° o i t-
indjicated that its business plan is to merge with an
unjdentifijed company or companies,

d. An issuer of offerings in which the specific
business or properties cannot be described.

e. Any issuer the department determines is ineligible
if the form would not provide ful)l and fair disclosure of
material information for the type of offerjingq to be reqistered
by the issuer.

f. Any corporation which has failed to provide the
department the reports required for a previouy offering
registered pursusnt to this subparagraph.

As a condition precedent to qualifying for use of the

si ified offering circular, a corporation shall agree t

provide the department with an annua) financial report
ontaining a balance sheet as of the end of the issuer’

fisca sar_an statemont of inco suc ear red
in accordance with generally accepted accounting principles

and accompanied by an independent accountant's report. If the

issuer has more than 100 wecurity holders at the end of a

fiscal year, the financial statements must be audited.

days after the close of the isguer's fiscal vear for each of
i 5 ve ollowj the e tive of t
eqistrati

(h) A statement of the amount of the issuer's income,
expenses, and fixed charges during the last fiscal year or, if
in actual business less than 1 year, then for such time as the
issuer has been in actual business.

13
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(i) A statement of the issuer's cash sources and
application during the last fiscal year or, if in actual
business less than 1 year, then for such time as the issuer
has been in actual business.

(j) A statement showing the maximum price at which
such security is proposed to be sold, together with the
maximum amount of commission, including expenses, or other
form of remuneration to be paid in cash or otherwise, directly
or indirectly, for or in connection with the sale or offering
for sale of such securities.

(k) A copy of the cpinion or opinions of counsel
concerning the legality of the issue or other matters which
the department may determine to be relevant to the 1ssue.

(1) A detailed statement showing the items of cash,
property, services, patents, good will, and any other
consideration in payment for which such securities have been
or are to be issued.

(m) The amount of securities to be set aside and
disposed of and a statement of all securities issued from time
to time for promotional purposes.

(n) If the 1issuer is a corporation, there shall be
filed with the application a copy of its articles of
incorporation with all amendments and of its existing bylaws,
if not already on file in the department. If the issuer is a
trustee, there shall be filed with the application a copy of
all instruments by which the trust is created or declared and
in which it is accepted and acknowledged. If the issuer is a
partnership, unincorporated association, joint-stock company,
or any other form of organization whatsoever, there shall be

filed with the application a copy of its articles of

14

CODING: Daletions are striekem; additions ars underlined.




LD 0 N 0 & NN -

I i o e
S W N~ o

16
17
18
19
20
21
22
23
26
25
26
27
28

0
31

Florida House of Representatives - 19$7 HD 1097
6€14-100B-97

partnership or association and all other papers pertaining to
its organization, 1f not already on file in the department.

Section 5. Effective upon this act becoming a law,
subsection (1) of section 517.082, Florida Statutes, 1996
Supplement, is amended to read:

517.082 Notafication registration.--

(1) Except as provided in subsection (3) or-exempt
pursuant-to-s:-517:0854€¢143, securities offered or sold
pursuant toc a registration statement filed under the
Securities Act of 1933 or the Investment Company Act of 1940
shall be entitled to registration by notification in the
manner provided in subsection (2), provided that praor to the
offer or sale the registration statement has become effective.

Section 6. Effective upon this act becoming a law,
subsection (1) of section 517 101, Floridm Statutes, 1996
Supplement, is amended to read:

517.101 Consent to service --

(1) Upon any initial applacation for registration
under s. 517.081 or s 517.0825-upon-any-appiication-for
exemption-pursuant-to-s--517:851¢{4435 or upon request of the
department, the issuer shall file with such applacation the
irrevocable written consent of the issuer that in suits,
proceedings, and actions growing out of the violation of any
provision of this chapter, the service on the department of a
notice, process, or pleading therein, authorized by the laus
of this state, shall be as valid and binding as if due service
had been made on the issuer.

Section 7. Subsection (10) of section 517.12, Florida
Statutes, 1996 Supplement, is amended, and a new subsection

(19) is added to said section, to read:
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517.12 Registration of dealers, associated persons,
investment advisers, and branch offices.--

(10) An applicant for registration shall pay an
assessnent fee of $200, in the case of a desler or investment

adviser, or $40, in the case of an associated person. The

of a i to
inati fin de @] tha
allo the
G u i atis 1i

glaims filed 3n accordapce with g, 517.1203(2). An associated

person not having current fingerprint cards filed with the
National Association of Securities Dealers or a national
securities sxchange registered with the Securities and
Exchange Commission shall be assessed an additional fee to
cover the cost for said fingerprint cards to be processed by
the department Such fee shall be determined by rule of the
department. Each dealer and each investment adviser shall pay
an assessment fee of $100 for each office in this state,
except its designated principal office. Such fees become the
revenue of the state, except for those assessments provided
for under s. 517.131(1) until such time as the Securities
Guaranty Fund satisfies the statutory limits, and are not

returnable in the event that registration is withdrawn or not

granted.

[*) i ecC
thich apply to anvegytment sdvisers snd associated persons do
not apply to 8 commodity trading adyjser who:

egj ommod i ture
i issi ua o the daty Exc ct.
( Advi ises t iscret wath
sSpe ign c optio i snd
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The exemption provided an this subsection does not apply to a
commodity trading adviser who engages in other activities that
require regastration under this chapter

Section 8. Subsection (1) of section 517.1203, Florida
Statutes, 1996 Supplement, is amended to read:

517 1203 Allocation and disbursement of assessment
fees.--

(1) Notwithstanding s. 517 131(1) and until the
department determines by final order that sufficaent funds
have been allocated to the Securities Guaranty Fund pursuant
to this section to satisfy all valid claims filed in
accordance with subsection (2), an additional amount equal to
25 percent of all revenues received ax assessment fees
pursuant to s. 517 12(10) and (11) from persons applying for
or renewing registrations as associated persons shall be
allocated to the Securities Guaranty Fund and disbursed as
provided in this section This assessment fee shall be part
of the regular license fee and shall be transferred to or
deposited into the Securities Guaranty Fund. The moneys
allocated to the Securities Guaranty Fund under this section
shall not be included in the calculation of the allocation of
the assessment fees referred to in s. 517.131(1)(b). Moneys
allocated under this section in excess of the valid cleims
filed pursuant to subsection (2) shall be allocated to the
Anti-Fraud Trust Fund.

17

CODING: Deletions mrs striekmnm; additions sre underlined.




O N oM R W N

W NN N DD NN NN N DD e e e e b e e e e
- o W e N ;M E NN - O VW N W N~ O

Florida House of Representatives - 1997 HB 1097
614~100B-97

Section 9. Paragraph (a) of subsection (1) of section
§17.1431, Florida Statutes, 1996 Supplement, is amended to
read:

517.131 Securities Guaranty Fund.--

(1)(a) The Treasurer shall establish a Securities
Guaranty Fund. An amount not exceeding 20 percent of all
revenues received as assessment fees pursuant to s. 517.12(10)
and {(11) for dealers and investment advisers and an amount not
exceeding 10 percent of all revenues received as assessment

fees pursuant to s. 517.12(10) and (11} for associated persons

shall be allocated to the fund. Ap addjtionszl amount not

oed ercent all revenu ved a ment
fees ocjat e ursua o s. 517.12(10) and (11)
be al d to Securitj Guaranty Fupnd upon
fa der o rtme a
ds hav n_allo to t ursu.
517 03 to tis vala filed cordanc

wath s, 517 1203(2), This assessment fee shall be part of the

regular license fee and shall be transferred to or deposited
in the Securities Guaranty Fund,
Section 10. Except as otherwise provided herein,; this

act shall take effect October 1, 1997.

EXXEKEEEXEEKEKEEE XXX EK KKK XK EEKE XX KKK KKK KX XK

HOUSE SUMMARY

Deletes an exemption from securities registration
requirsments for investment companies. Prohibits the
sale or offer to sell other than specified securities.
Authorizes the Department of Snnkxn? and Finance to adopt
simplified offering circular forms for specified issuers
for uniformity purposes. Exempts commodxty trading
advisers from specified registration requirements.
Reduces assessment fees for associated persons Revises
rovisions relating to allocations to the Securities
uaranty Fund. See bill for details.
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SENATE STAFF ANALYSIS AND ECONOMIC IMPACT STATEMENT

(Ths document 13 based only on the provisions contamed i the legislation as of the latest date listed below )

Date- 1 April 1, 1997 Revised:

Subject. Securities Transactions

Analyst Staff Director Reference Action
1 Johnson Deffenbaugh BI Favorable/CS
2 WM Withdrawn
3
4.
S.
. Summary:

The bill requires the Department of Banking and Finance to adopt a simplified securities offering
circular to be used by a corporation to register securities that are sold in the aggregate offering
price in an amount not to exceed $S5 million.

The annual assessments on persons registered in Florida as “associated persons” will be reduced
from $40 to $30. Such reduction will occur after the Department of Banking and Finance
determines that all claims against GIC Government Securities, Inc are satisfied.

Consistent with federal law, certain commodity trading advisers registered with the Philadelphia
Stock Exchange will be exempt from registering in Florida as “investment advisers” or as
“associated persons ” The bill clarifies the exemption from registration as an investment adviser
for certified public accountants.

A $1000 registration fee on certain investment companies and mutual funds offering securities in
Florida will no longer be required given the changes in federal securities law.

This legislation is estimated to have a recurring negative fiscal impact of $2.5 million on the
General Revenue Fund, due to the elimination of the assessment on investment companies and
mutual funds.

This bill substantially amends the following sections of the Florida Statutes: 517 021, 517 051,
51707, 517 081, 517 082, 517 101, 517 12, 517.1203, and 517.131
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Il. Present Situation:

State Law

Pursuant to chapter 517, F.S., the Deparsment of Banking and Finance is responsible for the
regulation and registration of broker dealers, associated persons, branch offices, and investment
advisors and the registration of securities.

Generally, under chapter 517, F.S., a security must be registered with the department prior to the
security being offered or sold in Florida. Section 517 051, F S., enumerates those securities
which are not required to be registered with the department. Examples of exempt securities
include' securities issued or guaranteed by the United States government, any state, or a national
bank The section also exempts notes, drafts, bills of exchange, or banker’s acceptance with a
unit amount of $25,000 or more, which is used in current operational business transactions and
which have a maturity of 9 months or less The offer or sale of securities, pursuant to a
registration statement filed under the federal Investment Company Act of 1940, by an open-end
management company or investment trust is exempted under s. 517 051, F.S., provided certain
conditions are met and a fee is submitted to the department. Secsion 517 081, F.S., specifies the
procedures for registrasion including the documents required and the payment of a $1000
registration fee.

Section 517.061, F.S., enumerates certain transactions which are exempted from the registration
requirements of the chapter. The exemption is self-executing, therefore not requiring any filing
with the department prior to claiming such exemption. Examples of the exempt transactions
include: a judicial sale, certain sales to banks, and the issuance of notes or bonds in connection
with real property.

Section 517.082, F.S., provides that securities offered or sold under the provisions of federal
securities laws are generally entitled to registration by notification Registration by no#fication
occurs when the security has been registered with the Securities and Exchange Commission and
the department is notified that the security will be sold in Florida

Section 517.101, F.S., requires that an application for registration of a security with the
department must include an irrevocable written consent to service The consent to service allows
a party which has filed a lawsuit against an issuer of a security for a violation of chapter 517, F.S,
to serve the department. Service with the department will be considered the same as serving the
issuer for purposes of service of process in a lawsuit

Section 517.012, F.S., requires all dealers, issuers, and associated persons to register before
selling or offering for sale from any location in this state or to any person located in this state.
Likewise, investment advisers must register prior to engaging in business in this state or rendering
advice to persons located in this state

Section 517.12, F.S,, sets forth the requirements for the registration of associated persons,
dealers, investment advisors, and branch offices in Florida, prior to offering to sell securities in
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Florida. A dealer is typically a person who engages as a broker or principal in the business of
dealing or trading securities issued by another person. An investment advisor is typically a person
who engages in the business of advising others as to the advisability of investments in securities
Currently, the definition of investment adviser, as set forth in s. 517.021, F.S., exempts a licensed
attorney or certified public accountant who renders or performs investment advice in connection
with the regular practice of the respective profession. Therefore, these individuals need not
obtain licensure as an investment adviser. An associated person is a person employed by a dealer
or investment adviser other than clerical staff.

Section 517.131, F.S., establishes the Securities Guaranty Fund (Fund), provides for its funding,
and provides for the disbursement of funds to individuals. The Fund was established to pay
individuals who have received a judgment for monetary damages caused by the acts of a dealer,
investment adviser, or associated person. The individual must have unsuccessfully attempted to
collect the amount of judgment, that is, the individual who makes a claim against the Fund must
still be owed money in connection with the judgment.

In 1996, s. 517.131(1), F.S. was amended to revise the amount of assessment fees which are
deposited into the Fund to 20 percent for all dealers and investment advisers, and 10 percent of a
all assessment fees collected from associated persons. The maximum balance in the Fund at which
the collection of the assessment fee would cease being deposited into the Fund was increased
from $250,000 to $1,500,000.

Pursuant to s. 517.141, F.S., the maximum an individual claimant may receive from the Fund is
capped at $10,000 and the aggregate amount all claimants may receive from the Fund is $100,000
(if the amount claimed is greater than $100,000, the amount per claimant will be prorated). For
example, the claimant receives a judgment against an associated person for $100,000, and is only
able to collect $50,000 from the associated person. This leaves a $50,000 difference that the
claimant may file for reimbursement from the Fund. However, the claimant would only be eligible
to receive up to $10,000, assuming the claimant qualified under the statutory provisions and the
number of other claimants totaled nine.

Approximately 800 investors in GIC Government Securities incurred losses amounting to $40
million. Of the total losses, $18 million has been paid out through the 1985 recession and
bankruptcy proceedings. Prior to October 1, 1996, the department had disbursed over $1 million
from the Fund for GIC claims

Subsequently, legislation was enacted, effective October 1, 1996, which increased the assessment
on associated persons from $30 to $40 in 1996 to fund payments, in excess of the $100,000
reimbursement cap on the Fund, to GIC claimants (and to fund additional personnel for the
department). The legislation authorized an allocation of an additional 25 percent of all assessment
fee revenues from associated persons’ applications and renewal fees to the Fund, under s.
517.1203, F.S. This additional collection isto be used for the payment of claims against the Fund
by GIC Govermment Securities, Inc., investors According to the department, the total liability
associated with the actions of GIC approximately $25 5 million. The department estimates that
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approximately $10 2 million have been satisfied through bankruptcy. After the GIC claims are
satisfied, the 25% portion will be reallocated to the Anti-fraud Trust Fund.

Federal Law

In 1996, the U.S Congress enacted the National Securities Markets Improvement Act. The
purpose of the legislation is to modernize certain important aspects of the regulatory scheme
governing capital markets, including the respective responsibilities of the federal and state
government authorities over the securities markets, and eliminate the costs and burdens of
duplicative and unnecessary regulation.

This Act preempts the states’ authority to require the registration of certain “covered securities.”
“Covered securities” are defined by federal law to include those securities listed or authorized for
listing on certain national securities exchanges, securities issued by a registered investment
company, securities offered to qualified purchasers (as defined by the Securities and Exchange
Commission). The federal law allows the states to retain the authority to investigate and bring
enforcement actions with respect to fraud or deceit in connection with securities or securities
transactions. The states also retain the authority to collect filing and registration fees in effect on
October 11, 1996.

Federal law requires all securities to be registered with the Securities and Exchange Commission
(SEC) unless the securities are specifically exempted under 15 USCS s. 77c or the transactions
are exempt under 15 USCS s. 77d Those securities required to be registered will undergo a
review by the SEC to determine if the disclosures adequately protect the interests of the public.
Under 15 USCS s. 77c, the federal law grants the SEC the authority to grant an additional
exemption to certain small public offerings. To that end, the registration of small corporate
offerings are exempted from SEC registration under Rule 504 of Regulation D, Regulation A, or
Section 3(a)(11) of the Securities Act of 1933

Forty-one states accept the simplified form called the Small Corporate Offering Registration
(SCOR) form or U-7. This form was designed in 1989 by the North American Securities
Administrators Association, Inc. The SCOR Form is in a question and answer format for the
purpose of disclosing to potential investors specific information The SCOR form is used for
offenngs limited to $1 million in a 12-month period

The Philadelphia Stock Exchange offers investment opportunities related to foreign currency
options Those investment advisers are regulated by the Commodity Futures Trading
Commission pursuant to Title 7 of the United Ssates Code and must register with the respective
states in which their activities occur unless the state has exempted such advisers

In addition, the bill clarifies the exemption from registration as an investment adviser for certified
public accountants.
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Effect of Proposed Changes:

Section 1. Amendss. 517 021, F.S,, to define “federal covered security” to be consistent with
the definition provided under s 18(b) of the Securities Act of 1933. This section is effective upon
becoming a law. The definition of investment adviser is revised to exempt out any person who
does not hold himself out to the general public as an investment adviser and has at least 6 but no
more than 15 clients within 12 consecutive months in Florida. Any person whose transactions in
Florida are limited to transactions described in s. 222(d) of the Investment Advisers Act of 1940
are excluded from the definition of investment adviser. The section also provides that licensed
certified public accountants are exempt from the definition of investment adviser only if the
performance of such services is solely incidental to the practice of their profession.

Section 2. Amendss. 517.051, F.S, to repeal an exemption from registration requirements
granted to securities offered for sale or sold pursuant to the Investment Company Act of 1940.
Such exemption is consistent with federal preemption of the registration of such securities
Although not mandated by federal law, the state fee associated with the state registration is also
repealed. This section is effective upon becoming a law.

Section 3. Amendss. 517.07, F.S,, to specify that it is unlawful to offer or sell a security within
Florida unless the security is exempt under s 517.051, F S, the transaction is exempt under s.
517.061, F S, the security is a federal covered security or the security is registered in Florida
This section is effective upon becoming a law

Section 4. Amends s. 517.081, F S | to require the Department of Banking and Finance to
accept a simplified offering statement from small corporatons attempting to raise $5 million or
less, if certain conditions are met For example, the corporation is required to provide the
department with annual financial reports.

Section 5. Amends s. 517.082, F.S., deletes an obsolete cross-reference This section is
effective upon becoming a law

Section 6. Amends s. 517 101, F.S | deletes an obsolete cross-reference. This section is
effective upon becoming a law

Section 7. Amends s. 517 12, F.S., to provide for the reduction in the amount of the
assessment fee charged an “associated person” after certain conditions have been met. This
section also exempts from registration requirements those commodity trading advisors who advise
sophisticated institutional investors regarding certain foreign currency options

Section 8. Amends s. 517.1203, F.S., to reduce the registration fee for associated persons from
$40 to $30 after the Department of Banking and Finance determines sufficient funds have been
generated to satisfy claims of GIC investors.
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Section 9. Amendss 517.131, F S., to adjust the percentage of revenues distributed to the
Securities Guaranty Fund.

Section 10. Provides this act is effective October 1, 1997, unless otherwise authorized.

IV. Constitutional Issues:

A.

Municipality/County Mandates Restrictions:
None

Public Records/Open Meetings Issues:
None

Trust Funds Restrictions

None

V. Economic Impact and Fiscal Note:

A Tax/Fee Issues:

None.
Private Sector Impact:

This legislation is intended to reduce the costs borne by the private enterprises seeking to
raise capital. Corporations electing to raise capital through a small securities offering of $5
million or less will be permitted to use a simplified offering circular rather than meet the more
expensive prospectus requirements.

Investment companies registered with the Commission will no longer be required to pay a
$1000 assessment for securities offered in Florida

Persons registered as “associated persons” will pay reduced assessments in the future after all
GIC claims are satisfied. The department estimates that all claims will be satisfied in
approximately 7 years

Govermmment Sector Impact:
The department estimates that the repeal of the fee on investment company registrations will

result in approximately $2 million reduction in the fees deposited into the General Revenue
Fund in FY 1997-98 and thereafter
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Vi

VIl

Viil.

The exemption from registration for certain commodity trading advisers is estimated to have
an insignificant fiscal impact on the General Revenue Fund and the Security Guaranty Fund

In the long run, the reduction in the assessment paid by associated persons will result in a
$1.7 million annual reduction in the revenue deposited into the Anti-Fraud Trust Fund.

Technical Deficiencies:
None

Related Issues:

None.

Amendments:

None.

This Senate staff analysis does not reflect the mtent or official position of the bill's sponsor or the Florida Senate
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