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SENATE BILL No. 391
o

SENATE BILL No. 391

April 22, 2003, Introduced by Senator SCOTT and referred to the Committee on
Appropriations.

A Dbill to amend 1964 PA 265, entitled
"Uni form securities act,”
by amendi ng sections 202 and 305 (MCL 451. 602 and 451.705), as
anended by 2000 PA 494.

THE PECPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 202. (a) A broker-dealer, agent, or investnent adviser
may obtain an initial registration by filing with the
adm ni strator an application together with a consent to service
of process pursuant to section 414(g). The application shal
contain the information that the adm nistrator by rule requires
concerning any of the follow ng:

(1) The applicant's formand place of organization.

(2) The applicant's proposed nethod of doi ng business.

(3) The qualifications and business history of the applicant;

in the case of a broker-dealer or investnment adviser, the
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qgual i fications and business history of any partner, officer, or
director, any person occupying a simlar status or performng
simlar functions, or any person directly or indirectly
controlling the broker-deal er or investnment adviser; and, in the
case of an investnent adviser, the qualifications and business
hi story of any enpl oyee.

(4) Any injunction or administrative order or conviction of a
m sdeneanor or of a felony.

(5) The applicant's financial condition and history.

(b) The admi nistrator may by rule or order require an
applicant for initial registration to publish an announcenent of
the application in 1 or nore specified newspapers published in
this state. Registration becomes effective upon order of the
adm nistrator. The adm nistrator may by rule or order establish
cl asses of or otherw se condition the registration of
br oker-deal ers, agents, or investnent advisers.

(c) —EBvery— Through Septenber 30, 2003, every applicant for
registration shall pay a filing fee and every regi strant shal
pay an annual fee of $250.00 in the case of a broker-dealer,
$30.00 in the case of an agent, and $150.00 in the case of an
i nvest ment adviser. —Every— Through Septenber 30, 2003, every
applicant filing an application for registration of a successor
pursuant to subsection (d) shall pay a filing fee of $100.00 for
t he unexpired portion of the year. —A- Through Septenber 30,
2003, a registered agent who has term nated his or her connection
Wi th a broker-dealer shall pay a transfer fee of $10.00 when

transferring his or her connection to another broker-dealer.
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Begi nni ng Cctober 1, 2003, the anmount of the fees paid to the
adm nistrator in any state fiscal year under this subsection
shal | be established by a fee schedul e contained in an
appropriation act for that fiscal year.

(d) A registered broker-deal er or investnent adviser may file
an application for registration of a successor, whether or not
t he successor is then in existence. The adm nistrator may grant
or deny the application.

(e) An applicant for registration under this act or an issuer
who offers or sells a security in this state through any person
shall file with the adm nistrator, in the formprescribed by the
adm ni strator by rule or order, an irrevocable consent to service
of process.

(f) Subject to the requirements of section 15 —eftitle}+— of
the securities exchange act of 1934, 15 U S. C. 780, and section
222 of the investnent advisers act of 1940, 15 U.S.C 80b-18a,
the adm ni strator may by rule or order require a m ni num capital
for registered broker-dealers and investnent advisers and
prescribe a ratio between net capital and aggregate
i ndebt edness. If the registrant fails to conply with the m ni num
net capital requirenent, the registrant shall immedi ately cease
all investnment advisory or securities business operations and
promptly notify the adm nistrator of its failure to maintain the
required net capital, of the steps to be taken to cure the net
capital deficiency, and of its anticipated date of reopening
busi ness operations. The registrant shall not reactivate its

securities or investnent advisory business operations wthout
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prior notification to the adm nistrator

(g) Except as otherw se provided in this section, the
adm nistrator may require a fidelity bond froma broker-dealer,
agent, or investnent adviser who is required to be registered
under this act. The admnistrator may not require a bond froma
broker-dealer that is registered under the securities exchange
act of 1934 or an investnent adviser that maintains its principal
pl ace of business in a state other than this state if the
i nvestnment adviser is registered in that other state and is in
conpliance with that state's bonding requirenents, if any.

(h) Unless the requirenent is waived by rule or order of the
adm ni strator, all persons, including but not imted to
partners, officers, directors, and agents enpl oyed by a
br oker-deal er or investnent adviser who are regularly enpl oyed
within this state shall, as a condition of enploynent, be
fingerprinted. The adm nistrator nay process the fingerprint
cards with the federal bureau of investigation and the departnment
of state police either directly or through the nationa
associ ation of securities dealers. The fingerprints or
information relating to the fingerprints shall be used for the
of ficial use of the adm nistrator only.

Sec. 305. (a) Aregistration statenent may be filed by the
i ssuer, any other person on whose behalf the offering is to be
made, or a registered broker-dealer.

(b) —Every— Through Septenber 30, 2003, every person filing a
regi stration statement shall pay a filing fee of 1/10 of 1% of

t he maxi num aggregate offering price at which the registered
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securities are to be offered in this state, but the fee shall in
no case be less than $100.00 or nore than $1, 250. 00. —\en
Through Sept ember 30, 2003, when an application for registration
is withdrawn before the effective date or a preeffective stop
order is issued, the admnistrator shall retain a fee of $100.00
if the initial review has not been commenced, and the full filing
fee after review has been conmenced. Beginning October 1, 2003,
t he amobunt of the fees paid to the adm nistrator in any state
fiscal year under this subsection shall be established by a fee

schedul e contained in an appropriation act for that fiscal year.

(c) Every registration statenment shall specify all of the
fol | owi ng:

(1) The amount of securities to be offered in this state.

(2) The states in which a registration statement or simlar
docunent in connection with the offering has been or is to be

filed.

(3) Any withdrawal or any adverse order, judgnment, or decree
entered in connection with the offering by the regul atory
authorities in each state or by any court or the securities and
exchange conmi ssi on.

(d) Any document filed under this act or a predecessor act
within 5 years preceding the filing of a registration statenent
may be incorporated by reference in the registration statenent to
the extent that the docunent is currently accurate.

(e) The admi nistrator may by rule or otherwi se permt the
om ssion of any itemof information or docunment from any

regi stration statenent.
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(f) The adm nistrator may by rule or order require as a
condition of registration by qualification or coordination both
of the follow ng:

(1) That any security issued or to be issued to a pronoter
for a consideration substantially different fromthe public
offering price, or to any person for a consideration other than
cash, be deposited in escrow.

(2) That the proceeds fromthe sale of the registered
security in this state be inmpounded until the issuer receives a
specified amount fromthe sale of the security either in this
state or elsewhere. The administrator may by rule or order
determ ne the conditions of any escrow or inpounding required
under this subsection, and, after prior notice and opportunity
for hearing, may order the cancellation in whole or in part of
any security deposited in escrow if necessary for the protection
of security holders. The adm nistrator nay not reject a
depository solely because of location in another state.

(g) The adm nistrator may by rule or order inpose conditions
under which a security registered by qualification may be sold,
if it finds that the conditions are reasonable and in the public
i nterest.

(h) Every registration statenent is effective for 1 year from
its effective date, except during the tine a stop order is in
ef fect under section 306. A registration statenent nmay be
extended by the adm nistrator by rule or order. All outstanding
securities of the same class as a registered security are

considered to be registered for the purpose of any noni ssuer
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transaction so long as the registration statenment is effective or
the issuer has a class of securities that have been subject to
the reporting requirenents of section 13 or 15(d) —ef—tittet+— of
the securities exchange act of 1934, 15 U. S.C. 78m and 780, for
not | ess than 9 nonths before the transaction and all reports
required by that act have been filed for that period. A
registration statement nay not be withdrawn for 1 year fromits
effective date if any securities of the sane class are
outstanding. A registration statenent may be w t hdrawn ot herw se
only in the discretion of the adm nistrator

(i) For the period that the registration statenent is
effective, the admnistrator may by rule or order require the
person who filed the registration statenment to file reports, not
nore often than quarterly, to keep reasonably current the
information contained in the registration statement and to
di scl ose the progress of the offering.

(J) Aregistration statenent relating to a security may be
anmended after its effective date to increase the securities
specified as proposed to be offered. As to securities not yet
sol d, an anmendnment becones effective upon the administrator's
order. In the case of securities that are sold in an anount in
excess of the ampbunt or nunber of securities specified in an
effective registration statenent, as proposed to be offered, the
person or persons who filed the registration statenent may, in
accordance with rules the adm nistrator shall promul gate as
necessary or appropriate in the public interest and for the

protection of investors, elect to have the registration of those
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securities considered effective as of the tinme of their sale,
upon paynment to the administrator within 6 nonths after the sale
of a registration fee equal to the difference between the
registration fee previously paid and the anmount of the fee that
woul d have ot herwi se been applicable to those additiona
securities if they had been included in the registration
statenent, if any, plus a late registration fee. —ef— The anount
of the late registration fee is $250. 00 t hrough Septenber 30,
2003. Begi nning Cctober 1, 2003, the amobunt of the |ate
registration fee shall be established by a fee schedul e contai ned
in an appropriation act for that fiscal year. Upon the election
and paynent, the registration statenment shall be considered to
have been in effect with respect to those shares. Every person
filing an amendnment under this subsection shall pay a filing fee,
—caleulated+n—themanner—specified+n— determ ned under
subsection (b), with respect to the additional securities.

(k) Fees, expense reinbursenents, and fines received under
this act shall be deposited in the state treasury to the credit
of the adm nistrator, to be used pursuant to |egislative
appropriation by the admnistrator in carrying out those duties
required by law. After the paynent of the anobunts appropriated
by the legislature for the necessary expenses incurred in the
adm nistration of this act, the noney renmining shall be credited
to the general fund of this state.

() Fees and fines received under this act shall not be
expended for partisan political activity.

(m This section does not apply to securities registered
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