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BACKGROUND

The attached bill 1z a substantial rewortking of the
existing Florida Securitlies Law, It 1s belng prezented to
the Comopittee By the Divisdion of Securities of the
Department of Banking and Finance. The 1978 sessian is the
3rd sesslon in which a Bill tg substantially rvework Chapter 317

has been submitted.

Ia previous years differeant Bills have been considered
by the House Commerce Committee, In 1973, the Flarlda Law
Revision Councill sponsored a complete rtevisiop of Chapter 517
which Tteflected the full discleosure view of Securities
Regulation. Comptreller Lewis and his st2ff opposed this
511l due to the absence of what Cemptreller Lewils chavacterized
as "upfront consumer protecticn':iye., merlit rveview of
securities, The Counecil's 6ill passed the House, but falled
in the Senate, -

In 1976, Representative Steinberg sponsorxed the Lew
Revision Gouucil's revision of Chapter 517 and the
Comptroller came forth with his revision of Chapter 517 which
updated the existing law but retained totally the merit review
philaszophy of Securities Regulation, MNeither Bill was successful,

The Hivision ¢f Securities, the Security Dealers Assoclation
and the Bar have attempted tp achleve 'a compromise positien
for mearly three years. The Division has informed committee
stafi that PCE #39 iz that compromise,

Jack Herrog, Seall Dirstar
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House Bill 2118 is the major revision of the securities law that has heen
in preparatlcn for three years, The major debate has been between the

law revision council position which is based on full disclesure and the
Comptroller's position which is based on initial review and prior approval’
requirements,

The bill basically supports the Comptreller's position and the present
law requiring review and prior approval rather than relying sclely on full
disclosure. The important differences from the existing law are outlined
in the attached May 9 staff memo, .

The major difference is the addition of an exemption for securities under-
going registration procedures pursuant o the Federal Securities Act
(Section 517.061(17}, page 17 cof the bill). In addition, the Comptroller's
authority to ask for restitution, issue cease and desist orders and use
other means ¢f relief are improved. The bill alsc creates a “guaranty
fund" against which victims of securities viclations may claim for
individual damages (Section 5 of the kill keginning on page 3l). This

fund is created by a $25 per vear fee-from dealers and a 55 fee from
salesmen with a cap on damages which can be claimed.

The bill also exempts from the "Investor Protection Ret"™ (the Anti-tender
Of fer'Act) a purchase of a large block of stock from fewer than 15
persons of a public corporation held by a least 500 persons. It also
changes the Statute of ILimitations from an ahsclute 4 years to 2 years
from the discaovery cf the facts involving a violation of the Securities
Act. (Section 11, page 19} ) A

Mr. Noel Mation, Chairman, Corporations, Banking and Business Law Section,
FPlorida Bar, indicated that they generally support the legislation even
though there are some particular technicalities in Florida®*s bill as it
relates to the federal law. These technicalities can be handled next
year. :
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The fﬁlluwipg section by section comments were
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committee staff,
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ADDENDUM TO STAFF REPQRT
HB 2118 -- securities ({(as passed)

As a result of amendments adopted on the floor of the
House {see HJ p. 7B2), the last three lines of page 17
should be disregarded. Section 517.303, as adopted, eliminates
the former reguirement that coriginal decuments be retained by
the department for 10 years. Those documents may now be
destroyed after an audit has heen performed, the documents
have been reproduced on microfilm, and the reguirements of
the public records law have been mef.

RNJ/jc

Juck Herpog, StalT Director
310 House Offeco Building, Tallahassed, Florida 32304 (904 48821323
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FROPOSED COMMITTEE BILL 39
CHAFTER 517 REVISION
SECTION BY SECTION COMMENTS
The contemplated legislacioun for Chapter 517 will
follow the existing_structufe as it relates ta.registratinu
cf securities; registration of de;;ers, salesmen, investmeant
advizers, and issuers; exempticas; anﬁ praohilbited practicess.
However, each of these respective areas.has been substantially
modified in erder to keep pace with a rapldly expanding
lpdustry. The new Act places suﬁstantial emphasis on enforce-
ment of the law, while exfediting registration procedures ~
which often are time comnsumlng and costly cto the industry.
State declsionms oun any provisions which are repealed or
amended are cuﬁt;clli;g when interpreting cthe new sections
unless the éri;r_de;isiona are in direct conflict with the

new provisions. Federal decisious are merely persuasive

upnless adopted by a state decision. See Meryill Levnch,

Pierce, Fenner, aud Smith v. Byrne, 320 So.2d 43%

{Fla. Dist. Ct. Appl. 1%75). Decisions of silster sktates
with idencical ot simi;af provisions ahau1d1be treatad
a5 the federzl decisions and thus sre merely persussive.
These interpretative guidelines should de followed when-
ever a quéstian.ﬁrisés as to the meaning of any secticn
within the Act. The specific sectivn comments shaould be
used in conjunction with the zforementiomed interpretive
guidelines. The comments deal dir%;tly with the intent
of the specific statutory s&ctian-
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ectign 1

Section 517.0l1, formerly Section 517.01, Florida Statutes;
Part I of Chapter 517 is renamed the "Florida Securities

Act™ as opposed to the "Sale ¢of Securities Law."

Section 517.021, formerly Section 517.02, Florida Statutes.
The definitional section has been expanded to define

"zffiliate," "associated person,” "comerol," "underwriter,"

t t

and "securities optlion." The terws "agent,' "broker,"

"department,” "perscun,” "salesman," and "security" remailn

essentially the same as defined in Section 517.02, Flarida

" "iavestment adviser," "isguer, "

Statutes. The terms "dealer,’
and "sale" gr "sell" have been substancially mondifiad. The
most fmportant distinetion is the clarification between
“dealer” and "investment adviser." This distinction was
not recognized under the prior law. 4 "#ealer" is

actively Engﬁged in sélling securities while an Yinvescment
advigser"™ provides advice concerning securities and ig

nat involved in the actual salé of securities. "Issuer"
has bheen separately defined to eliminate the problem

of an "issuer" being defined as "dealer" which existed

t

under the prier law. The terms "sale" or "sell" relate
to the dispesition of a securdty. The terms "offer

to sell,” "offer for sale," and "offer” relate to the
attempt to dispose of securities. Thié distincticon is
embodied in subsequent sections of the Ac¢t pertaining

te exemptions, registration of securitcies, dealers,

salesmen, lnvestment advisers, and prohibited prac-




tices or acts. This showld not be coastrued to

1imit or restrict che d2partment from enforcing the
provisions of Lhe Act, but should be followed strictly
tetween parkies te a private action or in & criminal
prusecﬁtiun. The definictional seection 1is only
applicable to Part T of the Act and is controlling

when tules are promulgated which uwuzse these rerms.

Seceion 517.031, Flﬁrida Stakutes, is repealed. The
section mandatéed cartaln notiﬁe requirements when rules
are promulgated by the departmgnt. This seection has
‘been superceded by Chapter 120, Aﬁministrative frucedurEs
Act? which iz cantrolling as teo notice requirements when

rules are promulgatred.

Section 517.041, formerly Seccion 517.04, Florida
Statutes: Sections (1) and (4}, which relate to the
emp’loyment vf additiocnal help aed the annual report

tg the Governor, have been recained.

Existing Section 517.05, Florida Sctatutes, “Exempt
Securicies," will be renumbered 3517.051 and changed

as ollows:




1. Subsection 517.051(4) remains essentially the same
as the existing provision, 517.05{4}.

2. The "...initial subscription for equity securities...”
¢f any Florida bank, trust company, or savings iustitution
wil} become exeampt securities under the propesed bill. {They
are not currently exempted by Section 317.45(8), F. 5.)
Hovever, proposed 517.0351(5) wili require a filing of a notice
of dintent to Taise such equity priocr to Fhe exemption being
available, In addition, the securities of a foreign bank,
Erust cnﬁpany, or savings institution weould alseo be exempt
if the entdity is subject te the examination, supervisien, and
conttol of this scate, %his provision weuld thus be appli-
cable to institutions in.ﬁig,ﬁ?, International Banking
| Carpoervations and Agencies.

' status

3. The proposal deletes from ”gxempt securicies’
thaoge gsecurities trading on the New York Stock Exchznge and
octher exchanges, as well as all securities senior in raunking to
thase trading on the exchanges. (See sg. 517.05(86) aﬁd 517.05(7),
F. S5,) However, the sale of such securities would be Exempteq;
a: an "exempt transaction" when made by 2 dealer rtegistared

pursuant to s. 9S17.12, 1f proposed.s. 517.061(18){a) is adopted.

4. 4 substantial change Is propused te¢ existing section
SL7.05¢(5), F. 8. As currently written, the law

raquires that an ovfferee vrerceive no more than




"...a wricten TepoTt as to the feasibility of the
project and the full disclosure of the method of
.financing." The proposal waould amplify the minioun
disclosure an offeree must receive. (See proposed

317.051(8j}.)

Existiong Sectico 517.06, F. 5., "Exempt Transacticns,"
will be renumbered 517.061 and changed as follows:

1. Additional wording has heen inserted in
praposed Section 5317.061(1)}, F. 8., which will allow
the lssuance of securities without registration when

dene pursuant to a "

«v-Judicially approved reorganization..,.
This will correct the siﬁuatinn where a civil court a;ders
certain chaugés made in the securities struccture of a
cdrporatinn; uader the existing law, these transacticas

are not exempted even though a court has passed upen

the fairness of the reorganizatian.

2. A #tructural (only) change has been made to
existing section 317.06(4), F. S. The three exemptions
currently found there have been split inte three seaparate
exemptions, and renumbered (proposed) ss. 517.061(4),
(30, and {(&).

3. The provisicons af existing sectcions 3517.06(5)},

F. §., and 51L7.06(17), ¥. 5., have been combined with
certain chaugaé (517.061(7):

a. The gale of securities to a corporation would. .. .

no longer be excmpt;




E. & threshheld dollar amount is inserted for the
asset valué {(3500,000) -fF a pension or profit sharing plan
before sales to them would be exsapt.

4. The registration exemptions in existing
ss, 517.06(7) and 517.08(8), F. §., have been delated.
These subsecrtions were responsible for the "14% racket,”
the land-securlties fraud invescigated by the 1976 House
Select Committee on Mortgage Frauds. Amendments to
Chaprter 494 (The Mortgage Brokerage Act) and Chapter 478
{Florida Uniform Land Sales Practicas Law) have effeactively
¢liminated the mortgage fraud which existed with the
"14% rackerc."
b5 substitute therefor, P.C.B. 3% would exemprt from
registratidn the issuvapce of notes or boads in conmeccion
with the acguisition of real property, o long as ‘
such notes or bonds are isszued to the sellers of--and
secured by--all or part of the real property so acquired,

5. The "small cffering'" or "private placement”
cffering {proposed 517.061(11}) has been enlarpged upen,
both as to the number of purchasers and the discleosure
requirements necessary. The distinction between pre-
incurparat:_i.én {exiscing 517.06(10}, F. 5.) and
rost-incorporation (existing 5L7.06{11), F. 5.} has
been elimiqated. P.C.B. 3% would accomplish the following:

4. PFermit unregistered sales during any
consecutive twelve-month pericd to not more than thirﬁy—

five persons fup from 20/25 in the current law). This

-6-



number agrees with the federal exemprtion for registration;
b. Mandate the diseribytion of an offering circular
containing material financial informaticn, unless sales
were made to five or fewer persnns;
c. Prohibit public advertisement of the offer;
d. Prohibit the payment of 2z commission in
copnection with the sale unless the recipient was 3 registered
securicties dealer;
e. Exclude from the computation of purchasers those
individuals wishing te invasce 5100,000 or mere;
f. ‘Establish an escrow arrangement for the dapositc
of funds where more than five purchasers are invelwved.
The pruﬁeeds from cthe securities sales would be escrowed
pending the completion of the effering--or returned to
the inveskors if the wventure did nétlraIQE.suffiFiEnt
caplral;
2. Institure a three-day cancellation period
during which time an il1aovestor can void his purchase.
B. An entirely mnew category of exempt Eransactions
is added by P.C.E. 29. Under secticn 317.061(17),
the sale of securlties pursuant to a registration statement
effective under the Federal Securitles Act of 1933 would be
treated as an exempkt transactien, so0 long as: )
a. Certaino filings are wmade with the department
fﬁt notice purpoeses aouly;

b. A fee of .l% of the agpgregate sales price is

paid to the department (computed on the securities Lo i

Ry S . .
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ction 2

ction 3

be so0ld in Florida; winimum, 520: maximum, $750.)
7. P.C.B. 39 eliminates the registratian
exemption for the sale of securitias by an Empiuyer to
an employees stock ception plan or stock purchase plan
intended to qualify with ss. 422, 423, or 424 of che Internal

Revenue Code.

Summary - Thils section makes only one substantive

change in the exiseting law {317.07, F. 5.): A regis-
tration permit will be walid for not more than one year
from the date it was granted. The current law specifies
no time £rame, but the department has consistently

applied a one-year standard.

Summary - Thistsecti;n repeals six sectlons of the
exlsting statute, fetaining certain functions in a
consclidated form:

1.. Existing Section 517.08, F, §., 1s repealed as
no leoenger neéessary if P,C.EBE. 32 is adopted. Under
the existing law, 2 “"mini-registration™ is available
te igzuers who Teglster ccncurrently.with the Federal
Securities and Exchange Commissiocon and the Division of
Securitiea. Proposed Section 517.061(017) of this
bill would render exempt sales of securities registerad
with the &, E., C., hance 517.08, F. 5., is repealed.

2. Existing Sectiomn 517.09, F. 3., is retained

with substantially the sawme text, and renuambered 517.081.




This sectieon sets the gqualifications mecessary for an
lszue of seeurities to be registered and sold in Florida,

3. Section 517.0901 is repezled. This saction of the
existing law permits an appeal to the State Board of
Admilnlstration In the case ¢f agency deanial of an application
filed pursuant to ss. 317.08 or 517.09, F.5. This appellate
review has been obviated by Chapter 120, F.S., the Adminis-
trative Procedures Act,

4. Section 517.9%1, F.S., "Registration by Anncuncement"”
is repealed. This procedure i3 rarely utilized, and it
will be supplanted by proposed section 517.081.

5. Section 517.10, F.s5., “Eonsént to éervica," will
be rtatained in substantially the same form by the proposed
111 and repumbered as 517.101.

This section requlres. that a securities Izsuer not domiciled’
in Flerida execute a consenk to service of Process priﬁr to
its applicarion becoming effectiva.

6. Section 5317.111, sets forth the grounds upoen which
the departwment may reveke aa effective securdties registracilon.
The propesal would allew the department the explicit authority
te deny registration (on the same grounds) tc an application
which has not vet become effective. 1In addition certain
grounds on which a security cuuiﬁ hzve been been revoked or
denied under existing law {such as whether the issurer was of
bad business repute or conducts his business in an unscund

manner) are deleted as unworkable 2od possibly uncenstitutional.




- Summary - This section deals with the registration of

these individuals or firms which =ell securities--broker/

dealers and securicies salesmen--and those who reuder investment

advice. The proposed section replaces existing 517.12,
F. 5., and departs therefrom In the following manner:

1. Currently, all the "issuers" {dafined ar
existing 517.02(5), ¥, 8., and not changed by this bLill)
of exempt securities (517.053, F. 5.) escape registration
as broker/dealers so long as they are ooly selling thelr
own securities. For Iinstance, . 5. Government Bonds are
exempt secuarities, and the U, 5, Covernment can saell those
securities without breoker/dealer registracion.

The P.C.B., would alter that treatment, but only to cthe
extaent that sales of securities exempted from registration
by prupﬁsed 517.061(19) wonld have to be made by a

Tegistered broker/dealer.

Froposed 517.061{19) is a new provision in Florida's 1
Securlties Act, exempting for the first time those :
securities being registered under the Federval Securities
Act of 1933, Howaever, cthe Bill would require regis-
tration of those broker/dealers selling such securities ,
as Is the case under existing Chapter 517, F. 5. -.

3. A statutory teduirement is.added ro require
the submiszsion of fingerpriot cards to the Florida Departoent:
of Criminal Law Enforcement or the Federal Bureau of
Investigation.

The curvent law {(517.12{(10), F. 5.) requires applicants

T'élﬂl



to submit such fingerprints, but doses not mandatre
further processing. Hence, the department 1s unable to
have the cards processed by either the state or federal
criminal duthoritiles .

4., Under the existing statute (517.12(2}, F. 5.},
the department may require indlvidual zpplicants co pass
an examinatiuu.priur tc belng licensed as brokerfdealers,
securities sazlesmen, or investment advisers. The bill
proposes an exemption freom the Florida examination for
thcse.apﬁliﬂants who have passed "...the testc
required in Sec. 15{b){7} of tﬁe (Fedaeral) Securities
Exchange Acc of 1934.7 _ |
Summary - This section will mgke material changes in the
securities law. . Among them are:

1, The delecion of a maudatory boand for a
securities dealer to be licensed in Florida and the
substitution therefor of a "Guaranﬁy Fund'" against which
vietims of securities violations wmay clazim;

2. An updating of tﬂe department's powers when investi-
gating violations of the Act;

3, In any court proceedings brought by the department,
the department will have the poweT tao ask the judge heaq}ng
the matter tg issue an order of restitution (or disgorge-
ment). If the judge, in his discretion, decides- that
restltution is proper, the defendants will be forced to

tepay those victims whose fuods were taken in violation

of the law;

-11-



. The section will add a Cease-and-Desist
provision whereby the department may issue an order to any
rerson it finds viclating or abaut to wviolate the sSecurities
act. The deparctment will gaia the authority to impose an adminis-
trative fige (51,000 maximum) against any viglation of a cease and.
desist order;

Seetion 517.131 (Proposed): Section 5 of the P.C.B. would rapeal

seventeen existing sections of Chapter 517, three of which have
to do with the bonding of dndividuals registered to Be broker/f
dealers or ilnvestment advisers (517.13, .14, .15, F.S.) P.C.B.
39 would eliminate entirely any bonding requiremants fﬁr such
registrants, substcituting therefor, a "Security Guatanty Fund"
to be funded through am assessment impased upon thew. The cost
to a dealer would be $25 per vyear and for -each salesman, $5 per
year. The bill proposeszs a "ecap" of $250,000 on the Fund, with =a
"£laoor" sf $150,000. The Department projects that, ipn the
absence of any claims, the fund will reach 1ts "eap" within
three years. |

Sectlon 517.141 (Proposed): Disbursement from the Fund would be,

made to any person whe suffers monetary damages as a result of
some violation by a registrant of the propesed bill. TFirst,
however, the victim must reduyce his claim to judgment, and
attempt to collect thereon. A person can collect no mere than

$10,000 fram the Fund, and in the case of muleipie claims



agalnst one registrant, a cap of $10ﬂ,nﬁﬂ is set. Claims in excess

of that amount would be proraced.

Seection 517.15)l {(Propesed): Thiz section recites the

investments authority delegated to the treasurer of the starte.

Secticon 517.161 (Proposed}: There are no material differences

between this proﬁnsed sectlonr and the existing section
(5L7.16, F.S.) it replaces. This section outlines the
susdstantive reaseons the department may utilize to deny

an application--or to revoke an existing permit-- far a
broker/dezler, securities salesman, or investment adviser.
L zlaim by the department under thils section ¢an be uzed as

a dbagis for adverse adwministrative aetion againsr the registranc.

Saction 517.171: There is no difference between this proposed

secticon and the existing secticem (517.17, F.5.,} it replaces.
The section places a burden for periscting a registration

exemption upon the person gaining the benefit therefrom.

Section 517.181 {Proposed): There is no material change between
this proposed section and the existcing section (517.13, F.5.)
it replaces. This section gives the department the discretion te

require an escrow of securities when it is propoesed ro issue same

=139-




Section 517.191 (Proposed): Subsection (3} contains thea

only material change between the existing law {517.19,
F, 5.) and the proposal. This section gives the
department power to inﬁzstigate activlties which the
deparctment helleves to be violative of the Acr. When
_it‘disccv;rs'eviden:e of a violation it may apply to a
clvil court for injunctive relief.
Proposed subsection (3) would permit the department gu
request the trial judge to nrdér the defendant(s) ro make
restitution t£o the victims eof their vinlatiun;. The
frial.judge ﬁﬂuld'have the discretion to enter the order-
or not. This last subsection would, iIf passed, represent
a departure-ffcm established cacse law. In 1974, the _
Thizd District Court of Appeal, In discussing Seection
517.1%2, F. §., saild:

"Nothing in the statute authorizes the stace to

seek recovery on behalf of private purchasefs.

The wisdom of this decision of the Legislature

is evident since rhe private purchasers are
not parties in this sult and therefore, hava not

been heard upon the business decision involved.”

~14-




Wee Mac Corporvation v. State Ex Rel Dickinsen,

Fla. App. 301 So0.2d 101.
This decision has been followed by other Florida courtks,
thereby thwarting the department's efforts Iin abrtaining
disgovrgement and foarcing rhe victimé to Initiate
litigation themselves. Meanwhile, at the federal level,
the Securities and Exchange Commiszgion has had a pgood deal
of sucecess in les disgorgement cases. See, for instance,

§S.E.C. v. Manor Mursing Centers, 458 F.2d L1082

(2d Gir. 1972).

Sectiaﬂ_Sl?.Eﬂl {Proposed): The.unly'matarial difference
betueén this ﬁroposed section and the one {51?.20: ¥, 5.7

in exisci;g law is found in proposed subsection (6).

This section gives the department power to subpoena those
persons aﬁd evidence which the department belileves necessary
tg an investigatinn. Under {proposed) subsecticn (&},

the department would not have to meke publicly available
that "...material compiled by the department In an investi-
gafian under thils Act....'" This statutory cloaking of
iovestigative material is not provided for in the current

law.

Section 517.211 (Propeosed): Thare are twpo substantive

changes in this proposed section:

-15-~ .



1. A wvietim ¢f a securitiez azet vioelatlon would be
allowed to Tecover whatever damages he has suffered, and
not be restricted to a six percent return on non-interest
bearing securities (see existing 517.21(1)(b), F. 5.).

For dnstance, under the existing statute a wioclator could
purchase securities fér $10,000 knawing they were worth
$50,000, but £failing to reveal the higher wvalue to the
seller. The purchaser then sells the securities for $50,000,.
In a subsequent civil action the original seller would have

a difficult cime collecting any more than $10,000--plus
interest--from the violator. Thiz 15 because ¢f Ethe

current sgstatutory language, which the proposed section

will Tectify by allowing a vic¢timte sue for "damages."

2.. The current staturtory language allows a plaintiff.
to recover.atturueys fees, but it iz not clear 'that such

fees can be recovered 1f he must appeal to a higher court,

By adding the wards "...dincluding appeals..." this shorvtcoming

i5 coarrececed.

Section 517.221 (Proposed): This secticon has no caunter—

part in the existing stacute, although the department
currently possesses the fEmedy_[cease and desist orders)

by Rule (3E-10.08, F. A. C.). If this section is =
adopted, the department ¥ill be able to statuterily issue ;
a restraining order against the defendant without going to
court. The defendant will have rights to a hearing before
the Division of Adpinistrative Hearings. The section will

2lso allew the department to assess an adminiserative = . .,

e




ctiocn 6
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rion 7

fine {(not o exceed 51,0003 if the defendant is feound to

have viplated a cease and desist order.,

Section 5S17.241 {Propaosed}: This section re-codifies

existing sections of Chapter 517, F. S;, as follows:
l. Section (1) incorporates and modernizes

existing section 517.24;

2. Section (2) incerporates existing section 517.22;
3. Sectcion (2) ipcorporates existing sectien 517.23;
4 . Section {4) ILncorporates exiscing sectien 317.25.

Jummary - This section makes nominal substantive changes

to the existing law.

Section 517.301l: A "cosmetic"” change is made here, in that

the term'#incaunection with the purchase or sale of any
sécu{%tyd is rElac&ted té the intrndugtnrg 1anguigg. This

is for purposes of clarification ;nly, and dues nat otherwise
alter existing law.

Subsections tZ} and (3} of this propesal are net changed

from existing sectiens 517.301(2) and 517.301¢(3), F. 5.

Summary - Thils section makes a nominal change in the
department's recordkeeping requirements and maintains

funding of the dépirtﬁenﬁ through the General 'Revenuz Fund.

Section 517.303 {(Proposed): This section would shorten to

EFive years {(from ten) the periocd nf time the department

wmust retain original decuments {(see existing 517.33, F. 5.) .

R
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Section 517.304 (Proposed): This section would Tetzin
the funding methoad for cthe Division of Securities as

currently found at 517.04(3), F. 5,

.cetlion 8 Summary - This sectlen only makes technical, numbering

changes to existing sectign 517.311L.

cetion 9 Summary - This section would add an exeomption from the
requirements of the "Inwvesror Pretaction Act,'" {Chaptar

77441, Laws of Florida.

Under that law {counmonly called the "Corporate Takecvar
ﬂ;t”] a person sﬁeking to acquire wore than 10% of che
equity 1n certain Florida corporations must offer

" ...substantially the same terms..." to all sharehalders.
However, the law contains-tgétﬁin hééemptions”_whérahy

that mandate need not be followed, Ane exemption which 1s
not included, however, is che ocften-encountered situatioen
where2 2 person who owns a large block of the company's
stack zeeks to sell ic. It i3 rcommen financial practice
for a prospective purchaser to cffer a premium for such

a bloeck of equity, since the purchaser is -relieved of the
necessity of assenbling wany tiny blocks of stock in order
to buy the guantlty sought, There 1s no provision for -
this premium in the existing law, If the transaccion

{when completed) would see the purchaser owning more Cthan

10% he must--as noted above--go threough a tendering process ...

-J_E_




ction 10

to all shareholders.

Therafore, section ¢ proposes adding a sixth "exempt offer”
toa the Five currently fouund at SecFiun 317 .3531{(5), F. §.
The proposal would exempt as not being a "render offer”

the offer to acquire aquity securities from 135 or fewer
vfferees withi~ 12 consecutive months. The exempt cffer

would also require that there be no publiec seolicitation ar

advertising by the cfferor when making the offer.

Summary - This secticon, 1If adopted, will add a severability

ikion 11

clause to Chapter 517. Ther#afrter, if any proviszion of rche
hct is found to be Iinvalld, thenm the affected provisien can
be eliminated without jeopardizing the vitality of the law

{Proposed Section 517 .364.}

Summary. ~ This éectian will add a previsicun to Chapter 93,
F. 8., dealing execlusively with Chapter 517, F. S. Under
the propesal a person who feels that a violatiom af the
Sacurities Act hag been perpatrated on him will have twp
years from the discovery of the faets {or from the time
they should have been discovered) to tectify the matter.
Cufrently, a person has four yvears to rescind a contract;
but 1f the person has no cpporcunity to discover the facls

during that periecd, he is barrved by Sectiom 95.11(3)(L),

F. 8., frow enforcing his claim.



Sectian 12

Summary - This section is added in order to resolve an

Sectlion 13

inconsistency between Sectionm 517.302, F.5., and Section

?75.15{2)({b), F.5.

", ..5tatute gf limitations

The former section provides a
for prosecution of offenszses committed under this Part {(which)
shall be 5 years." However, the latter sectlion restricts

the "...prosecution for any other felony ttn) 3 years after
it 1Is coomictted.”

The Department feels that the longer pericd of time is neces-
gary in order to have effective enforcement of the securities
law. Hence, it 1s proposing a2 five-year statute of
limitatiens.

Supmmary - FProvides an effactive date of Wovember 1, 1978

except for Sectica 9 which becomes effective on July 1,1978.
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