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By Senator Truenow
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A bill to be entitled
An act relating to securities; amending s. 517.021,
F.S.; providing and revising definitions; amending s.
517.061, F.S.; revising the circumstances under which
securities transactions are exempt from registration
requirements; conforming cross-references; amending s.
517.0612, F.S.; revising the filing requirements for
securities issuers under the Florida Invest Local
Exemption law; amending s. 517.0614, F.S.; revising
circumstances under which securities offers and sales
are not subject to integration with other offerings;
amending s. 517.0616, F.S.; revising the registration
exemptions that are available to specified issuers
under certain circumstances; providing applicability
of certain disqualification provisions under a
specified Securities and Exchange Commission rule;
amending s. 517.075, F.S.; making a technical change;
amending s. 517.081, F.S.; revising the requirements
for securities registration applications; amending s.
517.12, F.S.; revising the list of persons who must
submit fingerprints for live-scan processing for
registration applications; providing fees for
fingerprint processing; providing and revising
definitions; revising the written assurances
requirements that merger and acquisition brokers must
receive from certain control persons under specified
circumstances; revising the circumstances under which
merger and acguisition brokers are not exempt from

specified securities registration; conforming cross-
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references; amending s. 517.131, F.S.; defining the
term “restitution order; revising the circumstances
under which a person is eligible for payment from the
Securities Guaranty Fund; revising the requirements
for applications for payment from the fund; conforming
cross-references; amending s. 517.301, F.S.;
specifying a prohibition against certain
misrepresentations in issuing and selling securities;
amending ss. 517.211 and 517.315, F.S.; conforming

cross-references; providing an effective date.

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

Section 1. Present subsections (6) through (9), (10), (11)
through (17), (18) through (25), (26), and (27) of section
517.021, Florida Statutes, are redesignated as subsections (7)
through (10), (12), (14) through (20), (23) through (30), (32),
and (33), respectively, new subsections (6), (11), (13), (21),
(22), and (31) are added to that section, and present
subsections (11) and (15) of that section are amended, to read:

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

(6) “Branch manager” means a natural person who administers

or supervises the affairs or operations of a branch office.

(11) “Corporation” has the same meaning as “corporation” or

“domestic corporation” in s. 607.01401 or “foreign corporation”
in s. 607.01401.

(13) “Director” means a person appointed or elected to sit
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on a board that manages the affairs of a corporation or other

organization by electing or exercising control over its

officers.

(14) 3

“Federal covered adviser” means a person that is
registered or required to be registered under s. 203 of the

Investment Advisers Act of 1940, as amended. The term does not
include any person that is excluded from the definition of

(19) (b)1.-7. 36 t—7

investment adviser under subparagraphs

and 9.
ANY . 44
(18) 5> Intermediary” means a aatwrat person that
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e—whieh facilitates through its website the offer or sale

[0)]
D

of securities of an issuer with a principal place of business in
this state.

(21) “Limited liability company” has the same meaning as

“limited liability company” or “foreign limited liability

4

company,” as those terms are defined in s. 605.0102.

(22)

liability managing member” means a person who i1s responsible

“Limited liability company manager” or “limited

alone or in concert with others for performing the management

functions of a limited liability company.
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(31)
Section 2.
(11),
Florida Statutes,

“Trust” has the same meaning as in s. 731.201.
(9),
(18), (19),

are amended to read:

Subsections (7) and paragraph (f) of

subsection and subsections and (20) of section

517.061,
517.061 Exempt transactions.—Except as otherwise provided
(11),

in subsection the exemptions provided herein from the
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registration requirements of s. 517.07 are self-executing and do
not require any filing with the office before being claimed. Any
person who claims entitlement to an exemption under this section
bears the burden of proving such entitlement in any proceeding
brought under this chapter. The registration provisions of s.
517.07 do not apply to any of the following transactions;
however, such transactions are subject to s. 517.301:

(7) The offer or sale of securities, solely in connection
with the transfer of ownership of an eligible privately held
company, through a merger and acquisition broker in accordance
with s. 517.12(22) s+—53+F-32421).

(9) The offer or sale of securities to:

(a) A bank, trust company, savings institution, insurance
company, dealer, investment company as defined in the Investment
Company Act of 1940, 15 U.S.C. s. 80a-3, as amended, pension or
profit-sharing trust, or qualified institutional buyer, whether
any of such entities is acting in its individual or fiduciary
capacity.

(b) A savings and loan association, building and loan

association, cooperative bank, homestead association, or credit

union, which is supervised and examined by a state or federal

authority having supervision over any such institution.

(c) A federal covered adviser, investment adviser

registered pursuant to the laws of a state, exempt reporting

adviser or private fund adviser as those terms are defined in s.

517.12(23) (a)2. and 3., respectively, investment adviser relying

on the exemption from registering with the Securities and

Exchange Commission under s. 203(1) or (m) of the Investment

Advisers Act of 1940, as amended, business development company
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as defined in s. 2(a) (48) of the Investment Company Act of 1940,

as amended, or business development company as defined in s.

202 (a) (22) of the Investment Advisers Act of 1940, as amended.

(d) A small business investment company licensed by the

Small Business Administration under s. 301 (c) of the Small

Business Investment Act of 1958, as amended, or rural business

investment company as defined in s. 384A of the Consolidated

Farm and Rural Development Act.

(e) A plan established and maintained by a state, a

political subdivision thereof, or any agency or instrumentality

of a state or a political subdivision, for the benefit of its

employees, if such plan has total assets in excess of $5

million, an employee benefit plan within the meaning of the

Employee Retirement Income Security Act of 1974 if the

investment decision is made by a plan fiduciary, as described in

s. 3(21) of such act, which is a bank, savings and loan

association, insurance company, or federal covered adviser, or

if the employee benefit plan has total assets in excess of $5

million or, if a self-directed plan, with investment decisions

made solely by persons that are accredited investors.

(f) An organization described in s. 501 (c) (3) of the

Internal Revenue Code, corporation, Massachusetts trust or

similar business trust, partnership, or limited liability

company, not formed for the specific purpose of acquiring the

securities offered, with total assets in excess of $5 million.

(g) A trust, with total assets in excess of $5 million, not

formed for the specific purpose of acquiring the securities

offered, whose purchase is directed by a sophisticated person as

described in Securities and Exchange Commission Rule
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506 (b) (2) (ii), 17 C.F.R. s. 230.506(b) (2) (ii), as amended.

(h) An entity of a type not listed in paragraphs (a)-(g) or

paragraph (j) which owns investments as defined in Securities

and Exchange Commission Rule 2a51-1(b), 17 C.F.R s. 270.2a51-

1(b), as amended, in excess of $5 million and is not formed for

the specific purpose of acquiring the securities offered.

(i) A family office as defined in Securities and Exchange

Commission Rule 202 (a) (11) (G) -1 under the Investment Advisers

Act of 1940, 17 C.F.R. s. 275.202(a) (11) (G)-1, as amended,

provided that:

1. The family office has assets under management in excess

of $5 million;

2. The family office is not formed for the specific purpose

of acquiring the securities offered; and

3. The prospective investment of the family office is

directed by a person who has knowledge and experience in

financial and business matters that the family office is capable

of evaluating the merits and risks of the prospective

investment.

(j) An entity in which all of the equity owners are

described in paragraphs (a)-(i).

(11) Offers or sales of securities by an issuer in a
transaction that meets all of the following conditions:
(f) The issuer files with the office a notice of

transaction on a form prescribed by commission rule, an

irrevocable written—= consent to service of civil process

similar to that provided in s. 517.101, and a copy of the

general announcement within 15 days after the first sale is made

in this state. The commission may adopt by rule procedures for
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filing documents by electronic means.

(18) Any nonissuer transaction by a registered dealer, and
any resale transaction by a sponsor of a unit investment trust
registered under the Investment Company Act of 1940, as amended,
in a security of a class that has been outstanding in the hands
of the public for at least 90 days; provided that, at the time
of the transaction, the following conditions in paragraphs (a),
(b), and (c) and either paragraph (d) or paragraph (e) are met:

(a) The issuer of the security is actually engaged in
business and is not in the organizational stage or in bankruptcy
or receivership and is not a blank check, blind pool, or shell
company whose primary plan of business is to engage in a merger
or combination of the business with, or an acguisition of, an
unidentified person.

(b) The security is sold at a price reasonably related to
the current market price of the security.

(c) The security does not constitute the whole or part of
an unsold allotment to, or a subscription or participation by,
the dealer as an underwriter of the security.

(d) The security is listed in a nationally recognized
securities manual designated by rule of the commission or a
document filed with and publicly viewable through the Securities
and Exchange Commission electronic data gathering and retrieval
system and contains:

1. A description of the business and operations of the
issuer.+

2. The names of the issuer’s officers and directors, if
any, or, in the case of an issuer not domiciled in the United

States, the corporate equivalents of such persons in the
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issuer’s country of domicile.s

3. An audited balance sheet of the issuer as of a date
within 18 months before such transaction or, in the case of a
reorganization or merger in which parties to the reorganization
or merger had such audited balance sheet, a pro forma balance
sheet.;—and

4. An audited income statement for each of the issuer’s
immediately preceding 2 fiscal years, or for the period of
existence of the issuer, if in existence for less than 2 years
or, in the case of a reorganization or merger in which the
parties to the reorganization or merger had such audited income
statement, a pro forma income statement.

(e)1. The issuer of the security has a class of equity
securities listed on a national securities exchange registered
under the Securities Exchange Act of 1934, as amended;

2. The class of security is quoted, offered, purchased, or
sold through an alternative trading system registered under
Securities and Exchange Commission Regulation ATS, 17 C.F.R. s.
242 .301, as amended, and the issuer of the security has made
current information publicly available in accordance with
Securities and Exchange Commission Rule 15c2-11, 17 C.F.R. s.
240.15c2-11, as amended;

3. The issuer of the security is a unit investment trust
registered under the Investment Company Act of 1940, as amended;

4. The issuer of the security has been engaged in
continuous business, including predecessors, for at least 3
years; or

5. The issuer of the security has total assets of at least

$2 million based on an audited balance sheet as of a date within
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18 months before such transaction or, in the case of a
reorganization or merger in which parties to the reorganization
or merger had such audited balance sheet, a pro forma balance
sheet.

(19) The offer or sale of any security effected by or

through a person in compliance with s. 517.12(17) s—5++32(1+6}.

(20) (a) A nonissuer transaction in an outstanding security

by or through a dealer registered or exempt from registration

under this chapter, if, at the time of the transaction, all of

the following conditions are met £rue:

l.4a> The issuer 1is a reporting issuer in a foreign

1 an v It A~ oo g A
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qar

jurisdiction desigrated by —this subsee
rute, and the issuer has been subject to continuous reporting
requirements in such foreign jurisdiction for not less than 180
days before the transaction.

2.4 The security is listed on a foreign securities

exchange or foreign securities market £he—seecurities—exchange

designated by —this—subseetion—-or by commission rule, is a
security of the same issuer which is of senior or substantially
equal rank to the listed security, or is a warrant or right to
purchase or subscribe to any such security.

(b) The commission shall consider all of the following in

designating a foreign securities exchange or foreign securities

market for purposes of this subsection:

1. Organization under foreign law.

2. Association with a generally recognized community of

dealers, financial institutions, or other professional

intermediaries with an established operating history.

3. Oversight by a governmental or self-regulatory body.
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4. Oversight standards set by general law.

5. Reporting of securities transactions on a regular basis

to a governmental or self-regulatory body.

6. A system for exchange of price quotations through common

communications media.

7. An organized clearance and settlement system.

8. Listing in Securities and Exchange Commission Regulation

S Rule 902, 17 C.F.R. s. 230.902, as amended.
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a—Seeurities—exechanger 1f, after an administrative hearing in
compliance with ss. 120.569 and 120.57, the office finds that
revocation is necessary or appropriate in furtherance of the
public interest and for the protection of investors, it may
revoke the designation of a foreign securities exchange or
foreign securities market under—this—subseetion.

Section 3. Subsection (10) of section 517.0612, Florida

Statutes, is amended to read:
517.0612 Florida Invest Local Exemption.—

(10) The issuer must file with the office a notice of

transaction on a form prescribed by commission rule, an

irrevocable written consent to service of civil process similar

to that provided in s. 517.101, and a copy of the disclosure

2N

statement described in subsection (8) at least theeoffering wit

I ey 1N 1
TGO i S
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statement—deseribedin subseetion—{8). If there are any material
changes to the information previously submitted, the issuer
must, within 3 business days after such material change, file an
amended notice.

Section 4. Paragraph (b) of subsection (2) of section
517.0614, Florida Statutes, is amended to read:

517.0614 Integration of offerings.—

(2) The integration analysis required by subsection (1) is
not required if any of the following nonexclusive safe harbors
apply:

(b) Offers and sales made in compliance with any of the

following provisions are not subject to integration with other

offerings:
1. Section 517.051 or s. 517.061, except s. 517.061(10) or
(11) s+—53+7-0619y 30y 7—oer—{+1).

2. Section 517.0611 or s. 517.0612.

Section 5. Section 517.0616, Florida Statutes, is amended
to read:

517.0616 Disqualification.—

(1) A registration exemption under s. 517.061(11) s+

—ard—+)r, s. 517.00611, or s. 517.0612 is not

E17 Ne1 (00 (101
[ SR A VA v ma e \ Q== vay

’

available to an issuer if, at the time the issuer makes an offer

for the sale of a security, the issuer; a predecessor of the

issuer; an affiliated issuer; a director, executive officer, or

other officer of the issuer participating in the offering; a

general partner or managing member of the issuer; a beneficial

owner of 20 percent or more of the issuer’s outstanding voting

equity securities, calculated on the basis of voting power; or a

promoter connected with the issuer in any capacity at the time
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320 of such sale £hat would be disqualified under Securities and

321 Exchange Commission Rule 506(d), 17 C.F.R. s. 230.506(d), as

322 amended;—at—the—+time—+the issuver makes—anoffer for the sateof &
323| seeurity.

324 (2) The disqualification under Securities and Exchange

325 Commission Rule 506(d), 17 C.F.R. s. 230.506(d), as amended,

326| does not apply to any other person or entity listed in such
327 rule.
328 Section 6. Subsection (2) of section 517.075, Florida

329 Statutes, 1s amended to read:

330 517.075 Cuba, prospectus disclosure of doing business with,
331 required.—

332 (2) Any disclosure required by subsection (1) must include:
333 (a) The name of such person, affiliate, or government with
334 which the issuer does business and the nature of that business.s
335 (b) A statement that the information is accurate as of the

336 date the securities were effective with the Brited-States

337 Securities and Exchange Commission or with the office, whichever
338| date is later.;—and

339 (c) A statement that current information concerning the
340 issuer’s business dealings with the government of Cuba or with
341 any person or affiliate located in Cuba may be obtained from the
342 office, which statement must include the address and phone

343| number of the office.

344 Section 7. Subsection (5) and paragraph (a) of subsection
345 (9) of section 517.081, Florida Statutes, are amended to read:
346 517.081 Registration procedure.—

347 (5) A+t—ef The following issuers are not eligible to submit

348 a simplified offering circular:
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(a) An issuer that is subject to any of the
disqualifications described in Securities and Exchange
Commission Rule 262, 17 C.F.R. s. 230.262, as amended, or that
has been or is engaged or is about to engage in an activity that
would be grounds for denial, revocation, or suspension under s.
517.111. For purposes of this paragraph, an issuer includes an
issuer’s director, officer, general partner, manager or managing
member, trustee, or a person owning at least 10 percent of the
ownership interests of the issuer; a promoter or selling agent
of the securities to be offered; or any officer, director,
partner, or manager or managing member of such selling agent.

(b) An issuer that is a development-stage company that
either has no specific business plan or purpose or has indicated
that its business plan is to merge with an unidentified business
entity or entities.

(c) An issuer of offerings in which the specific business
or properties cannot be described.

(d) An issuer that the office determines is ineligible
because the simplified circular does not provide full and fair
disclosure of material information for the type of offering to
be registered by the issuer.

(9) (a) The office shall record the registration of a
security in the register of securities if, upon examination of
an application, it finds that all of the following requirements
are met:

1. The application is complete.

2. The fee imposed in subsection (8) has been paid.

3. The sale of the security would not be fraudulent and

would not work or tend to work a fraud upon the purchaser.
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4. The terms of the sale of such securities would be fair,
just, and equitable.
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Section 8. Present subsections (7) through (22) of section
517.12, Florida Statutes, are redesignated as subsections (8)
through (23), respectively, a new subsection (7) is added to
that section, and subsection (6), present subsection (10),
paragraph (b) of present subsection (14), and present
subsections (19), (20), and (21) of that section are amended, to
read:

517.12 Registration of dealers, associated persons,
intermediaries, and investment advisers.-—

(6) The application must also contain such information as
the commission or office may require about the applicant; any
member, principal, or director of the applicant or any person
having a similar status or performing similar functions; any
person directly or indirectly controlling the applicant; or any
employee of a dealer or of an investment adviser rendering

investment advisory services. Each applticantand any direet
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commission or office may require information about any such
applicant or person concerning such matters as:

(a) The applicant’s or person’s full name, and any other
names by which the applicant or person may have been known, and
the applicant’s or person’s age, social security number,
photograph, qualifications, and educational and business
history.

(b) Any injunction or administrative order by a state or
federal agency, national securities exchange, or national
securities association involving a security or any aspect of a
dealer’s or investment adviser’s regulated business and any
injunction or administrative order by a state or federal agency
insurance, finance,

regulating banking, or small loan companies,

real estate, mortgage brokers, or other related or similar

industries, which injunctions or administrative orders relate to
such person.
(c) The applicant’s or person’s conviction of, or plea of

nolo contendere to, a criminal offense or the applicant’s or
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person’s commission of any acts which would be grounds for
refusal of an application under s. 517.161.

(d) The names and addresses of other persons of whom the
office may inquire as to the applicant’s or person’s character,
reputation, and financial responsibility.

(7) (a)1l. The following persons must submit a full set of

fingerprints to the Department of Law Enforcement or to a

vendor, entity, or agency authorized under s. 943.053(13) for

live-scan processing in accordance with rules adopted by the

commission.

a. A natural person filing with the office an application

for registration as an associated person.

b. A natural person who holds the title of president,

treasurer, chief executive officer, chief financial officer,

chief operations officer, chief legal officer, or chief

compliance officer for a dealer or investment adviser applicant.

c. A natural person who is a director of a dealer or

investment adviser applicant.

d. A natural person who is a trustee of a trust that owns 5

percent or more of a class of a voting security of a dealer or

investment adviser applicant, or that has the right to receive

upon dissolution, or has contributed, 5 percent or more of the

capital of a dealer or investment adviser applicant.

e. A natural person who is a direct owner of a dealer or

investment adviser applicant.

f. FEach natural person who is a shareholder of a

corporation that is a direct owner of a dealer or investment

adviser applicant who beneficially owns, has the right to vote,

or has the power to sell or direct the sale of, 25 percent or
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more of a class of a voting security of such corporation. For

purposes of this sub-subparagraph, a shareholder beneficially

owns any securities:

(I) Owned by the shareholder’s child, stepchild,

grandchild, parent, stepparent, grandparent, spouse, sibling,

mother-in-law, father-in-law, son-in-law, daughter-in-law,

brother-in-law, or sister-in-law sharing the same residence; or

(IT) That the shareholder has the right to acquire, within

60 days, through the exercise of any option, warrant, or right

to purchase the securities.

g. Each natural person who is a general partner of, and

each natural person who is a limited partner or special partner

of, a partnership that is a direct owner of a dealer or

investment adviser applicant who has the right to receive upon

dissolution, or has contributed, 25 percent or more of such

partnership’s capital.

h. Each natural person who is a member of a limited

liability company that is a direct owner of a dealer or

investment adviser applicant who has the right to receive upon

dissolution, or has contributed, 25 percent or more of such

limited liability company’s capital, and, if such limited

liability company is managed by elected managers, each elected

manager.

2. For purposes of this paragraph, the term “direct owner”

means :

a. A shareholder who owns 5 percent or more of a class of

voting securities of a dealer or investment adviser applicant,

and includes any person who owns, beneficially owns, has the

right to vote, or has the power to sell or direct the sale of, 5
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percent or more of a class of a voting security of the dealer or

investment adviser applicant. For purposes of this sub-

subparagraph, a person beneficially owns any securities:

(I) Owned by the shareholder’s child, stepchild,

grandchild, parent, stepparent, grandparent, spouse, sibling,

mother-in-law, father-in-law, son-in-law, daughter-in-law,

brother-in-law, or sister-in-law sharing the same residence; or

(IT) That the shareholder has the right to acquire, within

60 days, through the exercise of any option, warrant, or right

to purchase the securities.

b. FEach general partner and each limited partner or special

partner of a dealer or investment adviser applicant who has the

right to receive upon dissolution, or has contributed, 5 percent

or more of the capital of a dealer or investment adviser

applicant.

c. A member who has the right to receive upon dissolution,

or has contributed, 5 percent or more of the capital of a dealer

or investment adviser applicant, and all elected managers of a

dealer or investment adviser applicant.

(b) A vendor, entity, or agency authorized under s.

943.053(13) to submit fingerprints electronically to the

Department of Law Enforcement shall submit the fingerprints to

the department for state processing, and the department shall

forward the fingerprints to the Federal Bureau of Investigation

for national processing.

(c) Fees for state and federal fingerprint processing shall

be borne by the person subject to the criminal history record

check. The state cost for fingerprint processing shall be as

provided in s. 943.053(3) (e) .
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(d) The office shall review the results of the state and

federal criminal history record checks and determine whether the

applicant is disqualified from registration. The commission may

waive by rule the requirement that the persons listed in this

subsection submit fingerprints or the requirement that such

fingerprints be processed by the Department of Law Enforcement

or the Federal Bureau of Investigation.
(11) (a)4FB+=)> If the office finds that the applicant has

complied with the applicable registration provisions of this

chapter and the rules made pursuant hereto, it shall register
the applicant unless the applicant is otherwise disqualified for
registration pursuant to law. The registration of each dealer,
investment adviser, and associated person expires on December 31
of the year the registration became effective unless the
registrant has renewed its registration on or before that date.
Registration may be renewed by furnishing such information as
the commission may require, together with payment of the fee
required in paragraph (10) (a) 4% +&)> for dealers, investment
advisers, or associated persons and the payment of any amount
lawfully due and owing to the office pursuant to any order of
the office or pursuant to any agreement with the office. Any
dealer, investment adviser, or associated person who has not
renewed a registration by the time the current registration
expires may request reinstatement of such registration by filing
with the office, on or before January 31 of the year following
the year of expiration, such information as may be required by
the commission, together with payment of the fee required in
paragraph (10) (a) +83+a) for dealers, investment advisers, or

associated persons and a late fee equal to the amount of such
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fee. Any reinstatement of registration granted by the office
during the month of January shall be deemed effective
retroactive to January 1 of that year.

(b) The office shall waive the $50 assessment fee for an
associated person required by paragraph (10) (a) +93++=> for a
registrant renewing his or her registration who:

1. Is an active duty member of the United States Armed
Forces or the spouse of such member;

2. Is or was a member of the United States Armed Forces and
served on active duty within the 2 years preceding the
expiration date of the registration pursuant to paragraph (a).

To qualify for the fee waiver, a registrant who is a former
member of the United States Armed Forces who served on active
duty within the 2 years preceding the expiration date of the
registration must have received an honorable discharge upon
separation or discharge from the United States Armed Forces; or

3. Is the surviving spouse of a member of the United States
Armed Forces if the member was serving on active duty at the
time of death and died within the 2 years preceding the
surviving spouse’s registration expiration date pursuant to

paragraph (a).

A registrant seeking such fee waiver must submit proof, in a
form prescribed by commission rule, that the registrant meets
one of the qualifications in this paragraph.

(15) 434y

(b) In lieu of filing with the office the applications
specified in subsection (5), the fees required by subsection

(10) 489, the renewals required by subsection (11) 4363, and the
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termination notices required by subsection (12) H+&)-, the
commission may by rule establish procedures for the deposit of
such fees and documents with the Central Registration Depository
or the Investment Adviser Registration Depository of the
Financial Industry Regulatory Authority, as developed under
contract with the North American Securities Administrators
Association, Inc.

(20)4+%) An intermediary may not engage in business in this
state unless the intermediary is registered as a dealer or as an
intermediary with the office pursuant to this section to
facilitate the offer or sale of securities in accordance with s.
517.0611. An intermediary, in order to obtain registration, must
file with the office a written application on a form prescribed
by commission rule and pay a registration fee of $200. The fees
under this subsection shall be deposited into the Regulatory
Trust Fund of the office. The commission may establish by rule
procedures for depositing fees and filing documents by
electronic means if such procedures provide the office with the
information and data required by this section. Each intermediary
must also file an irrevocable written consent to service of
civil process, as provided in s. 517.101.

(a) The application must contain such information as the
commission or office may require concerning:

1. The name of the applicant and address of its principal
office and each office in this state.

2. The applicant’s form and place of organization; and, if
the applicant is:

a. A corporation, a copy of its articles of incorporation

and amendments to the articles of incorporation;
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rfore exr—th tigatiens The
commission, by rule, or the office may require information about
any applicant or person, including:

1. The applicant’s or person’s full name and any other
names by which the applicant or person may have been known and
the applicant’s or person’s age, social security number,
photograph, qualifications, and educational and business
history.

2. Any injunction or administrative order by a state or
federal agency, national securities exchange, or national
securities association involving a security or any aspect of an
intermediary’s regulated business and any injunction or
administrative order by a state or federal agency regulating
banking, insurance, finance, real estate, mortgage brokers, or
other related or similar industries, which relate to such
person.

3. The applicant’s or person’s conviction of, or plea of
nolo contendere to, a criminal offense or the applicant’s or
person’s commission of any acts that would be grounds for
refusal of an application under s. 517.161.

(c)1. The following natural persons must submit a full set

of fingerprints to the Department of Law Enforcement or to a

vendor, entity, or agency authorized under s. 943.053(13) for

live-scan processing in accordance with rules adopted by the

commission:

a. A person filing with the office an application for

registration as an intermediary.
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b. A person who holds the title of president, treasurer,

chief executive officer, chief financial officer, chief

operations officer, chief legal officer, or chief compliance

officer for an intermediary applicant.

c. A person who is a member of the intermediary applicant’s

board of directors.

d. A person who is a trustee of a trust that owns 5 percent

or more of a class of a voting security of the intermediary

applicant, or that has the right to receive upon dissolution, or

has contributed, 5 percent or more of the intermediary

applicant’s capital.

e. A person who is a direct owner of an intermediary

applicant.

f. Each person who is a shareholder of a corporation that

is a direct owner of an intermediary applicant who beneficially

owns, has the right to vote, or has the power to sell or direct

the sale of, 25 percent or more of a class of a voting security

of such corporation. For purposes of this sub-subparagraph, a

shareholder beneficially owns any securities:

(I) Owned by the shareholder’s child, stepchild,

grandchild, parent, stepparent, grandparent, spouse, sibling,

mother-in-law, father-in-law, son-in-law, daughter-in-law,

brother-in-law, or sister-in-law sharing the same residence; or

(IT) That the shareholder has the right to acquire, within

60 days, through the exercise of any option, warrant, or right

to purchase the securities.

g. FEach person who is a general partner and each natural

person who is a limited partner or special partner of a

partnership that is a direct owner of an intermediary applicant
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who has the right to receive upon dissolution, or have

contributed, 25 percent or more of such partnership’s capital.

h. Each person who is a member of a limited liability

company that is a direct owner of an intermediary applicant who

has the right to receive upon dissolution, or has contributed,

25 percent or more of such limited liability company’s capital,

and, if such limited liability company is managed by elected

managers, each elected manager.

2. For purposes of this paragraph, the term “direct owner”

means:

a. A shareholder who owns 5 percent or more of a class of

voting securities of an intermediary applicant, and includes any

person who owns, beneficially owns, has the right to vote, or

has the power to sell or direct the sale of, 5 percent or more

of a class of a voting security of the intermediary applicant.

For purposes of this sub-subparagraph, a person beneficially

owns any securities:

(I) Owned by the shareholder’s child, stepchild,

grandchild, parent, stepparent, grandparent, spouse, sibling,

mother-in-law, father-in-law, son-in-law, daughter-in-law,

brother-in-law, or sister-in-law sharing the same residence; or

(IT) That the shareholder has the right to acquire, within

60 days, through the exercise of any option, warrant, or right

to purchase the securities.

b. Each general partner and each limited partner or special

partner of an intermediary applicant who has the right to

receive upon dissolution, or has contributed, 5 percent or more

of the intermediary applicant’s capital.

c. A member who has the right to receive upon dissolution,
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or has contributed, 5 percent or more of the intermediary

applicant’s capital, and, i1if managed by elected managers, each

elected manager.

(d) The vendor, entity, or agency authorized under s.

943.053(13) to submit fingerprints electronically to the

Department of Law Enforcement shall submit the fingerprints to

the department for state processing, and the department shall

forward the fingerprints to the Federal Bureau of Investigation

for national processing.

(e) Fees for state and federal fingerprint processing shall

be borne by the person subject to the criminal history record

check. The state cost for fingerprint processing shall be as

provided in s. 943.053(3) (e).

(f) The office shall review the results of the state and

federal criminal history record checks and determine whether the

applicant is disqualified from registration. The commission may

waive by rule the requirement that applicants, including any

persons listed in sub-subparagraphs (c)l.b.-g., submit

fingerprints or the requirement that such fingerprints be

processed by the Department of Law Enforcement or the Federal

Bureau of Investigation.

(g)Hfer The application must be amended within 30 days if
any information contained in the form becomes inaccurate for any
reason.

(h)4e An intermediary or persons affiliated with the
intermediary are not subject to any disqualification described
in s. 517.1611 or Securities and Exchange Commission Rule
506(d), 17 C.F.R. 230.506(d), adopted pursuant to the Securities

Act of 1933, as amended. Each director, officer, manager or
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755 managing member, control person of the issuer, any person
756 occupying a similar status or performing a similar function, and
757| each person holding more than 20 percent of the ownership
758 interests of the intermediary is subject to this requirement.
759 (i)+e> If the office finds that the applicant has complied
760 with the applicable registration provisions of this chapter and
761 the rules adopted thereunder, it shall register the applicant.
762 The registration of each intermediary expires on December 31 of
763| the year the registration became effective unless the registrant
764| renews his or her registration on or before that date.
765| Registration may be renewed by furnishing such information as
766 the commission may require by rule, together with payment of a
767 $200 fee and the payment of any amount due to the office
768| pursuant to any order of the office or pursuant to any agreement
769 with the office. An intermediary who has not renewed a
770 registration by the time that the current registration expires
771 may request reinstatement of such registration by filing with
772 the office, on or before January 31 of the year following the
773| year of expiration, such information as required by the
774 commission, together with payment of the $200 fee and a late fee
775 of $200. Any reinstatement of registration granted by the office
776| during the month of January is deemed effective retroactive to
777 January 1 of that year.
778 (21)426) The registration requirements of this section do
779| not apply to any general lines insurance agent or life insurance
780 agent licensed under chapter 626, with regard to the sale of a

781 security as defined in s. 517.021(30) (g) s—>S++82+25r+t¢), if

782 the individual is directly authorized by the issuer to offer or

783 sell the security on behalf of the issuer and the issuer is a

Page 27 of 39
CODING: Words strieken are deletions; words underlined are additions.




Florida Senate - 2025 SB 988

13-01002-25 2025988
784 federally chartered savings bank subject to regulation by the
785 Federal Deposit Insurance Corporation. Actions under this
786| subsection constitute activity under the insurance agent’s
787 license for purposes of ss. 626.611 and 626.621.
788 (22) (a)42H+=a)> As used in this subsection, the term:
789 1. “Broker” has the same meaning as “dealer” as defined in
790| s. 517.021.

791 2. “Business combination related shell company” means a

792| shell company that is formed by an entity that is not a shell

793 company solely for the purpose of:

794 a. Changing the corporate domicile of the entity solely
795| within the United States; or

796 b. Completing a business combination transaction, as

797 defined in 17 C.F.R. s. 230.165(f), among one or more entities

798 other than the company itself, none of which is a shell company.

799 3.2+ Y“Control person” means a person af—iadivicuat—or

800| enmtity that possesses the power, directly or indirectly, to
801| direct the management or policies of a company through ownership
802 of securities, by contract, or otherwise. A person is presumed

803 to be a control person of a company if, upon completion of a

804 transaction, the buyer or group of buyers with—respect—Fto—=

805| Ppartievwlarcompany;—the persen:

806 - Ta o A% vy~ - ol o
T e [y (& M_LJ_\_/VL_\JJ_, (&8 v\_/l.l\_/J_L/L_L LJL/LJ_

:

pu

807 £ = EEENE B SN N B N SN T I S N S SNENE N EYSE P RN E i S RPN S S 2 T aAa
O r [ N ) ) G Sy W WA W _L_L().J\J_L_L_LL,_Y \/UllltJ().ll_Y, A\ = ) LT |\ S S S W) e AR T4 = C LT T IO CTO
808 PEPET S e oo ot ] 4 IS NP P . [VONE i NS S S IS =P S
A cC O OCITTVvVT _LCOtJULIO_LJ\J_L_L_LL,_Y O TTTOS r [N E ) i e iy @ R AL av ye] A\ = T OIrITCTC T ITUTTy
809 a.b+~ Has the power to vote 25 26 percent or more of a class

810 of voting securities or has the power to sell or direct the sale

811 of 25 26 percent or more of a class of voting securities; or

812 b.e+ In the case of a partnership or limited liability
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813 company, may receive upon dissolution, or has contributed, 25 26
814| percent or more of the capital.
815 4.3+ “Eligible privately held company” means a privately
816| held company that meets all of the following conditions:
817 a. The company does not have any class of securities which
818 is registered, or which is required to be registered, with the
819| Unaited-States Securities and Exchange Commission under the
820 Securities Exchange Act of 1934, 15 U.S.C. ss. 78a et seq., as
821 amended, or with the office under s. 517.07, or for which the
822| company files, or is required to file, summary and periodic
823 information, documents, and reports under s. 15(d) of the
824 Securities Exchange Act of 1934, 15 U.S.C. s. 78o(d), as
825| amended.

826 b. In the fiscal year immediately preceding the fiscal year
827 during which the merger and acquisition broker begins to provide
828 services for the securities transaction, the company, in

829| accordance with its historical financial accounting records, has
830 earnings before interest, taxes, depreciation, and amortization
831 of less than $25 million or has gross revenues of less than $250
832 million. On July 1, 2021, and every 5 years thereafter, each

833 dollar amount in this sub-subparagraph shall be adjusted by

834 dividing the annual value of the Employment Cost Index for wages
835 and salaries for private industry workers, or any successor

836 index, as published by the Bureau of Labor Statistics, for the
837 calendar year preceding the calendar year in which the

838 adjustment is being made, by the annual value of such index or
839| successor index for the calendar year ending December 31, 2020
840| 26+2, and multiplying such dollar amount by the quotient

841 obtained. Each dollar amount determined under this sub-
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subparagraph shall be rounded to the nearest multiple of
$100,000. The commission may by rule modify the dollar figures

1f the commission determines that such a modification is

necessary or appropriate in the public interest or for the

protection of investors.

5.4+ “Merger and acquisition broker” means a any broker and
any person associated with a broker engaged in the business of
effecting securities transactions solely in connection with the
transfer of ownership of an eligible privately held company,
regardless of whether the £hat broker acts on behalf of a seller
or buyer, through the purchase, sale, exchange, issuance,
repurchase, or redemption of, or a business combination
involving, securities or assets of the eligible privately held
company.

6.5+ “Publie Shell company” means a company that at the

time of a transaction with an eligible privately held company:

el = 3
T e TIThS oltly

a.b+ Has nominal or no operations.;—and

b.e+~ Has nominal assets or no assets, assets consisting
solely of cash and cash equivalents, or assets consisting of any
amount of cash and cash equivalents and nominal other assets.

(b) Prior to the completion of any securities transaction
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described in s. 517.061(7), a merger and acquisition broker must
receive written assurances from the control person with the
largest percentage of ownership for both the buyer and seller
engaged in the transaction that:

1. After the transaction is completed, any person who
acquires securities or assets of the eligible privately held
company, acting alone or in concert, will be a control person of
the eligible privately held company or will be a control person
for the business conducted with the assets of the eligible
privately held company.;—and

2. After the transaction is completed, any person who

acquires securities or assets of the eligible privately held

company, acting alone or in concert, will be active in the

management of the eligible privately held company or the

business conducted with the assets of the eligible privately

held company, and active in the management of the assets of the

eligible privately held company, by engaging in acts and

activities that include, but are not limited to, the following:

a. FElecting executive officers.

b. Approving the annual budget.

Cc. Serving as an executive or other executive manager.

d. Carrying out such other activities as the commission may

by rule determine to be in the public interest.

3.2+ If any person is offered securities in exchange for
securities or assets of the eligible privately held company,
such person will, before becoming legally bound to complete the
transaction, receive or be given reasonable access to the most
recent year-end financial statements of the issuer of the

securities offered in exchange. The most recent year-end
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900 financial statements shall be customarily prepared by the
901 issuer’s management in the normal course of operations. If the
902 financial statements of the issuer are audited, reviewed, or
903| compiled, the most recent year-end financial statements must
904 include any related statement by the independent certified
905| public accountant; a balance sheet dated not more than 120 days
906| before the date of the exchange offer; and information
907 pertaining to the management, business, results of operations
908 for the period covered by the foregoing financial statements,
909| and material loss contingencies of the issuer.
910 (c) A merger and acquisition broker engaged in a
911 transaction exempt under s. 517.061(7) is exempt from
912 registration under this section unless the merger and
913 acquisition broker:
914 1. Directly or indirectly, in connection with the transfer
915 of ownership of an eligible privately held company, receives,
916| holds, transmits, or has custody of the funds or securities to
917| be exchanged by the parties to the transaction;
918 2. Engages on behalf of an issuer in a public offering of
919| any class of securities which is registered, or which is

920 required to be registered, with the Baifted—States Securities and

921| Exchange Commission under the Securities Exchange Act of 1934,

922 15 U.S.C. ss. 78a et seqg., as amended, or with the office under

923 s. 517.07; or for which the issuer files, or is required to
924 file, periodic information, documents, and reports under s.
925 15(d) of the Securities Exchange Act of 1934, 15 U.S.C. s.
926 780 (d), as amended;

927 3. Engages on behalf of any party in a transaction

928 involving a pubtie shell company, other than a business
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combination related shell company;

4. Directly, or indirectly through any of its affiliates,

provides financing related to the transfer of ownership of an

eligible privately held company;

5. Assists any party to obtain financing from an

unaffiliated third party without:

a. Complying with all other applicable laws in connection

with such assistance, including, if applicable, Regulation T

under 12 C.F.R. ss. 220 et seqg., as amended; and

b. Disclosing any compensation in writing to the party;

6. Represents both the buyer and the seller in the same

transaction without providing clear written disclosure as to the

parties the broker represents and obtaining written consent from

both parties to the joint representation;

7. Facilitates a transaction with a group of buyers formed

with the assistance of the merger and acquisition broker to

acquire the eligible privately held company;

8. Engages in a transaction involving the transfer of

ownership of an eligible privately held company to a passive

buyer or group of passive buyers;

9. Binds a party to a transfer of ownership of an eligible

privately held company; or

10. Is subject to, or an officer, director, member,

manager, partner, or employee of the broker is subject to, the

following disciplinary actions:

a. Has been barred from association with a broker or dealer

by the Securities and Exchange Commission, any state, or any

self-regulatory organization; or

b. Is suspended from association with a broker or dealer.
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Section 9. Subsection (1), paragraph (a) of subsection (2),
and subsections (3) and (5) of section 517.131, Florida
Statutes, are amended to read:

517.131 Securities Guaranty Fund.—

(1) As used in this section, the term:

(a) “Final judgment” includes an arbitration award

confirmed by a court of competent jurisdiction.

(b) “Restitution order” means a court order awarding a

specified monetary amount to a named aggrieved person for a

violation of s. 517.07 or s. 517.301 to be paid by a named

violator.

(2) (a) The Chief Financial Officer shall establish a
Securities Guaranty Fund to provide monetary relief to victims
of securities violations under this chapter who are entitled to
monetary damages or restitution and cannot recover the full
amount of such monetary damages or restitution from the

wrongdoer. An amount not exceeding 20 percent of all revenues
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received as assessment fees pursuant to s. 517.12(10) and (11)

5173128 —an 15 for dealers and investment advisers or s.

1
.

517.1201 for federal covered advisers and an amount not
exceeding 10 percent of all revenues received as assessment fees

pursuant to s. 517.12(10) and (11) s—-5++3F24S)r—and—3+06) for

associated persons must be part of the regular registration
license fee and must be transferred to or deposited in the
Securities Guaranty Fund.

(3) A person is eligible for payment from the Securities
Guaranty Fund if the person:

(a)l. TIs a judgment creditor in Hedds an unsatisfied final

judgment or a named beneficiary or victim in an unsatisfied

restitution order entered on or after October 1, 2024, in which

a wrongdoer was found to have violated s. 517.07 or s. 517.301;
2. Has applied any amount recovered from the judgment

debtor, a person ordered to pay restitution, or any other source

to the damages awarded in a final judgment or restitution order

by—the—eceourt—eoer—arbitrater; and

3. Is a natural person who was a resident of this state, or
is a business entity that was domiciled in this state, at the
time of the violation of s. 517.07 or s. 517.301; or

(b) Is a receiver appointed pursuant to s. 517.191(2) by a
court of competent jurisdiction for a wrongdoer ordered to pay
restitution under s. 517.191(3) as a result of a violation of s.
517.07 or s. 517.301 which has requested payment from the
Securities Guaranty Fund on behalf of a person eligible for

payment under paragraph (a).

If a person holds an unsatisfied final judgment or restitution
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1016| order entered before October 1, 2024, in which a wrongdoer was
1017 found to have violated s. 517.07 or s. 517.301, such person’s
1018| claim for payment from the Securities Guaranty Fund shall be
1019| governed by the terms of this section and s. 517.141 which were
1020| effective on the date of such final judgment or restitution

1021 order.

1022 (5) An eligible person, or a receiver on behalf of the
1023 eligible person, seeking payment from the Securities Guaranty
1024 Fund must file with the office a written application on a form
1025| that the commission may prescribe by rule. The commission may
1026| adopt by rule procedures for filing documents by electronic
1027| means, provided that such procedures provide the office with the
1028 information and data required by this section. The application
1029| must be filed with the office within 1 year after the date of
1030 the final judgment, the date on which a restitution order has
1031| been ripe for execution, or the date of any appellate decision
1032 thereon, and, at minimum, must contain all of the following
1033 information:

1034 (a) The eligible person’s and, if applicable, the

1035 receiver’s full names, addresses, and contact information.

1036 (b) The name of the judgment debtor or person ordered to

1037| pay restitution.

1038 (c) If the eligible person is a business entity, the
1039| eligible person’s type and place of organization and, as
1040 applicable, a copy, as amended, of its articles of

1041 incorporation, articles of organization, trust agreement, or

1042| partnership agreement.

1043 (d) A copy of any final judgment or and—a—~copy—thereots

1044 4er—Any restitution order pursvant—teo—s+—S++—-+91{3)r——and—=
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copy—thereof.

(e)4H An affidavit from the eligible person stating either
one of the following:

1. That the eligible person has made all reasonable
searches and inquiries to ascertain whether the judgment debtor

or person ordered to pay restitution possesses real or personal

property or other assets subject to being sold or applied in

satisfaction of the final judgment or restitution order and, by

the eligible person’s search, that the eligible person has not
discovered any property or assets.

2. That the eligible person has taken necessary action on
the property and assets of the wrongdoers but the final judgment

or restitution order remains unsatisfied.

(f)4e> If the application is filed by the receiver, an
affidavit from the receiver stating the amount of restitution
owed to the eligible person on whose behalf the claim is filed;
the amount of any money, property, or assets paid to the
eligible person on whose behalf the claim is filed by the person
over whom the receiver is appointed; and the amount of any

unsatisfied portion of any eligible person’s restitution order

£

N S I S S N
e oo C IO T OCITOUTT

(g)+)r The eligible person’s residence or domicile at the

time of the violation of s. 517.07 or s. 517.301 which resulted
in the eligible person’s monetary damages.
(h)++> The amount of any unsatisfied portion of the

eligible person’s final judgment or restitution order.

(1) Whether an appeal ermetion—to—vacateanarbitration
award has been filed.
Section 10. Subsection (3) of section 517.301, Florida
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1074 Statutes, is amended to read:
1075 517.301 Fraudulent transactions; falsification or
1076 concealment of facts.—
1077 (3) It is unlawful for a person in issuing or selling a
1078 security within this state, including a security exempted under
1079 s. 517.051 and including a transaction exempted under s.
1080 517.061, s. 517.0611, or s. 517.0612, to misrepresent that such
1081 security or person busimess—entity has been guaranteed,
1082 sponsored, recommended, or approved by the state or an agency or
1083| officer of the state or by the United States or an agency or
1084 officer of the United States.
1085 Section 11. Subsection (1) of section 517.211, Florida
1086 Statutes, is amended to read:

1087 517.211 Private remedies available in cases of unlawful
1088 sale.—

1089 (1) Every sale made in violation of either s. 517.07 or s.
1090 517.12(1), (3), ((4), (9), (11), (13), (16), or (18) ==

1091 S22 48— 80— 235 —er—3++)F may be

1092 rescinded at the election of the purchaser; however, a sale made
1093 in violation of the provisions of s. 517.1202(3) relating to a
1094 renewal of a branch office notification or in violation of the

1095 provisions of s. 517.12(13) s+——S+++2++2)> relating to filing a

1096| change of address amendment is not subject to this section. Each
1097| person making the sale and every director, officer, partner, or
1098 agent of or for the seller, if the director, officer, partner,
1099 or agent has personally participated or aided in making the

1100 sale, is jointly and severally liable to the purchaser in an

1101 action for rescission, i1if the purchaser still owns the security,

1102 or for damages, if the purchaser has sold the security. No
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1103| purchaser otherwise entitled will have the benefit of this
1104 subsection who has refused or failed, within 30 days after
1105| receipt, to accept an offer made in writing by the seller, if
1106| the purchaser has not sold the security, to take back the
1107| security in question and to refund the full amount paid by the
1108 purchaser or, if the purchaser has sold the security, to pay the
1109| purchaser an amount equal to the difference between the amount
1110| paid for the security and the amount received by the purchaser
1111 on the sale of the security, together, in either case, with
1112 interest on the full amount paid for the security by the
1113| purchaser at the legal rate, pursuant to s. 55.03, for the
1114 period from the date of payment by the purchaser to the date of
1115 repayment, less the amount of any income received by the
1116| purchaser on the security.
1117 Section 12. Subsection (2) of section 517.315, Florida
1118 Statutes, is amended to read:
1119 517.315 Fees.—All fees of any nature collected by the
1120 office pursuant to this chapter shall be disbursed as follows:
1121 (2) After the transfer required in subsection (1), the

1122 office shall transfer the $50 assessment fee collected from each

1123 associated person under s. 517.12(10) and (11) s+——F++F+2{S)r—and

1124 -6y and 30.44 percent of the $100 assessment fee paid by

1125 dealers and investment advisers for each office in the state
1126 under s. 517.12(10) and (11) s+—5++3+2(9—and—~++06)> to the
1127 Regulatory Trust Fund.

1128 Section 13. This act shall take effect upon becoming a law.
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