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69W-700.001 Registration of Securities.

(1) An applicant for registration of securities pursuant to Section 517.081, F.S., shall comply with the rules contained in Chapter 69W-700, F.A.C. An applicant shall file forms and fees electronically on the Office of Financial Regulation (Office) website at https://real.flofr.com through the Regulatory Enforcement and Licensing (REAL) System. The application shall include all information required by such forms and payment of the statutory fees, as required by Section 517.081(6), F.S. An application shall include the following:
(a) Form OFR-S-1-91, Application for Registration of Securities (12/15) or Form OFR-S-12-97, SCOR (Small Corporate Offering Registration) Application to Register Securities (12/15). These forms are hereby incorporated by reference and are available at http://www.flrules.org/Gateway/reference.asp?No=Ref-06082 or http://www.flrules.org/Gateway/reference.asp?No=Ref-06086;
(b) OFR-S-7-91, Exhibit 1 (General Issue) (11/22/10). This form is hereby incorporated by reference and is available at http://www.flrules.org/Gateway/reference.asp?No=Ref-06085;
(c) An irrevocable written Uniform Consent to Service of Process, Form U-2 (6/2016). This form is hereby incorporated by reference and is available at http://www.flrules.org/Gateway/reference.asp?No=Ref-11275.
(2) Request for Additional Information. All information required by subsection (1) of this rule, shall be submitted with the original application filing. The required exhibits in the application forms are not intended to limit the applicant’s presentation of any of the requirements, but merely represent the minimum information to be filed. Any request for additional documents or information shall be made by the Office within thirty (30) days after receipt of the application. Additional information shall be submitted directly with the Office within sixty (60) days after a request has been made by the Office. The Office shall grant a request for an additional thirty (30) days to submit the additional information. The Office shall not grant a request after the original sixty (60) day deadline has passed. Failure to provide timely all additional information shall result in the application being deemed abandoned, which shall result in the application being removed from further consideration by the Office and closed.
(3) Financial Reporting Requirements for Securities Registration.
(a) All applicants for Registration of Securities pursuant to Section 517.081, F.S., shall file audited financial statements. An applicant offering securities pursuant to Regulation A of the Securities Act of 1933, is not required to file audited financial statements unless audited statements have been prepared and submitted to the Securities and Exchange Commission in perfecting the Regulation A exemption.
(b) The applicant shall file such financial statements as of a date within 90 days prior to the date of filing the registration statement or application, these financial statements need not be audited, however, if these statements are not audited, there shall be filed, in addition, audited statements as of the applicant’s last fiscal year.
1. All such financial statements should be normally on a consolidated basis with respect to a parent corporation in which it owns directly or indirectly more than 50% of the outstanding voting securities.
2. Separate financial statements are required for unconsolidated subsidiaries, or 50% or less owned companies, accounted for by the equity method.
(c) If any of the proceeds of the securities offered for registration are to be used directly or indirectly for the purchase of any business or portion thereof, financial statements of such business or portion thereof are required to be filed as required by paragraph (3)(a) of this rule.
(d) For purposes of Rule 69W-700.005, F.A.C., Individual General Partners shall submit an unaudited sheet which conforms to United States generally accepted accounting principles. Such balance sheet should be prepared on a cost basis. A two-column presentation showing both cost in the first column paralleled by a second column presenting estimated values will also be acceptable. However, the Office will not base the net worth computation on estimated values unless satisfactory evidence of the estimated values is presented to the Office.
Rulemaking Authority 517.03 FS. Law Implemented 517.07, 517.081, 517.101 FS. History–New 9-20-82, Formerly 3E-20.011, 3E-700.01, Amended 7-31-91, Formerly 3E-700.001, Amended 9-22-14, 12-29-15, 11-25-19, 1-17-21.
69W-700.002 Filing of Prospectus.

(1) An applicant for registration of securities must file a related prospectus containing significant information about the issuer and the offering so that the Office of Financial Regulation may ascertain if the proposed offering meets the requirements of Chapter 517, F.S. Such prospectus must be in the hands of a prospective purchaser prior to the consummation of the sale of any securities thereof and every prospectus must carry the following information shown boldly on the outside cover: “THESE SECURITIES HAVE BEEN REGISTERED BY THE STATE OF FLORIDA, OFFICE OF FINANCIAL REGULATION, AS HAVING COMPLIED WITH CHAPTER 517, F.S. THE OFFICE OF FINANCIAL REGULATION HAS NOT PASSED UPON THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS, AND SUCH REGISTRATION DOES NOT CONSTITUTE A RECOMMENDATION OF THE SECURITIES FOR INVESTMENT PURPOSES.”

(2) Any prospectus which depicts the United States Securities and Exchange Commission’s statement pursuant to a registration statement filed under the Securities Act of 1933, a letter of notification under Regulation A of the Securities Act of 1933 (17 C.F.R. §§230.251 through 230.263) or Form U-7, Small Corporate Offering Registration, (9/1999), will be considered to be in substantial compliance with the requirement of subsection (1), above. Regulation A is incorporated by reference in Rule 69W-200.002, F.A.C., and Form U-7 is hereby incorporated by reference and is available at http://www.flrules.org/Gateway/reference.asp?No=Ref-11277.
Rulemaking Authority 517.03(1) FS. Law Implemented 517.081(3) FS. History–New 9-20-82, Formerly 3E-20.01, 3E-700.02, Amended 10-26-97, Formerly 3E-700.002, Amended 11-22-10, 9-22-14, 11-25-19.
69W-700.003 Content of Prospectus.

(1) The information required in a prospectus need not follow any definite order. Such information shall not, however, be set forth in such fashion as to obscure any of the required information or any information necessary to keep the required information from being incomplete or misleading.

(2) All information contained in a prospectus shall be set forth under appropriate captions or headings reasonably indicative of the principal subject matter set forth thereunder. Except as to financial statements and other tabular data, all information set forth in a prospectus shall be divided into reasonably short paragraphs or sections.

(3) Every prospectus shall include a reasonably detailed table of contents showing the subject matter of the various sections or subdivisions of the prospectus and the page number on which each such section or subdivision begins.

(4) Except as to financial statements and information required in tabular form, the information set forth in a prospectus may be expressed in condensed or summarized form.

(5) Illustrations and comparative graphs making comparisons with other companies or that incorporate projected data concerning any subject matter may not be used in a prospectus to be filed with any application for registration of securities unless the same are necessary to a full disclosure of material facts enabling an investor to make an informed judgment of the offering.

(a) Graphs or charts used in addition to the textual description, illustrating the dilution of the investor’s equity, the difference of the public offering price and price paid by promoters and insiders, the percentage of equity purchased by the public investor and the percentage purchased by the insiders and/or the use of the proceeds from the offering will be acceptable to the Office of Financial Regulation.

(b) Photographic reproductions of principal properties or important products in prospectuses are permissible where they do not create a misleading impression.

(c) Artists, architects or engineers’ conceptions or renderings are not permissible since they may be misleading in that there is not assurance of completion of the structure or because of a lack of accuracy in the conception or rendering, but accurate maps or surveys are permissible where they do not create a misleading impression.

(d) Established corporate symbols or trademarks may be used if they do not create misleading impressions.

(6) If a prospectus is complex or lengthy, an understandable and readable summary shall be included in the forepart of the prospectus.

(7) A prospectus which conforms with requirements of the Securities and Exchange Commission or the Federal Savings and Loan Insurance Corporation will be considered to be in substantial compliance with this rule.

(8) The prospectus shall disclose whether the issuer proposes to furnish to the security holders annual reports and whether such reports will contain certified audited or unaudited financial statements. The nature and frequency of other reports to be issued by the registrant shall be disclosed and whether or not such reports shall contain certified audited or unaudited financial statements. The disclosure is not necessary if registrant is required to send annual reports containing financial statements to security holders pursuant to the statutes or regulations administered by the Securities and Exchange Commission or pursuant to a listing agreement with a national securities exchange.

Rulemaking Authority 517.03 FS. Law Implemented 517.081(3) FS. History–New 9-20-82, Formerly 3E-20.02, 3E-700.03, 3E-700.003.

69W-700.004 Circulation of Preliminary Prospectuses.

The provisions of Section 517.07, F.S., requiring compliance with the registration requirements of the Florida Securities and Investor Protection Act, if applicable, prior to the offer or sale of securities in Florida, shall not be deemed to prevent the use of a preliminary prospectus provided:

(1) An application to register the securities offered is pending before the Office of Financial Regulation pursuant to Section 517.081, F.S.;

(2) The outside front cover page of such prospectus shall bear in red ink, the caption “Preliminary Prospectus,” the date of issuance, and the following statement printed in bold face type: “A REGISTRATION STATEMENT RELATING TO THESE SECURITIES HAS BEEN FILED WITH THE OFFICE OF FINANCIAL REGULATION, BUT HAS NOT YET BECOME EFFECTIVE. INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLETION OR AMENDMENT. THESE SECURITIES MAY NOT BE SOLD NOR MAY OFFERS TO BUY BE ACCEPTED PRIOR TO THE TIME THE REGISTRATION BECOMES EFFECTIVE. THIS PROSPECTUS SHALL NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY.”

(3) The Preliminary Prospectus is substantially in compliance with the provisions of Rule 69W-700.003, F.A.C., provided the Office of Financial Regulation has authorized in writing such circulation prior to registration; and,
(4) A prospectus which is substantially the same as the offering circular contained in the definitive registration statement accepted by the Office of Financial Regulation to accomplish registration shall be supplied to the purchaser in compliance with Rule 69W-700.003, F.A.C.

Rulemaking Authority 517.03(1) FS. Law Implemented 517.081(3) FS. History–New 9-20-82, Formerly 3E-20.02, 3E-700.04, Amended 10-26-97, Formerly 3E-700.004.

69W-700.005 Promoters Equity Investment Ratio.

In offerings where the issuer is in a development stage, the ratio of equity investment by promoters or insiders to the aggregate public offering shall be no less than:

(1) Ten percent (10%) of the first $1,000,000 of the aggregate public offering; and,
(2) Seven percent (7%) of the next $500,000 of the aggregate public offering; and,
(3) Five percent (5%) of the next $500,000 of the aggregate public offering; and,
(4) Two and one-half percent (21/2%) of the balance over $2,000,000.

Rulemaking Authority 517.03(1) FS. Law Implemented 517.081(3), (7) FS. History–New 9-20-82, Formerly 3E-20.03, 3E-700.05, Amended 10-26-97, Formerly 3E-700.005, Amended 5-15-07, 9-22-14.
69W-700.006 Voting Rights.

Registration involving the sale of non-voting common stock or other equity security interests will not be permitted unless:

(1) The cover of the prospectus includes a specific warning and a cross reference to a specific, appropriate risk factor; and,
(2) Full and complete disclosure is made to the prospective purchaser and imprinted on the cover of the prospectus in bold face type in a contrasting color is the following notation: “THESE SECURITIES DO NOT ENTITLE THE HOLDER THEREOF TO VOTE.”

Rulemaking Authority 517.03 FS. Law Implemented 517.081(7) FS. History–New 9-20-82, Formerly 3E-700.06, Amended 10-14-90, Formerly 3E-700.006, Amended 9-22-14.
69W-700.007 Options or Warrants Granted Underwriters.

The Office of Financial Regulation will permit the registration of securities where options or warrants are granted to underwriters only on the condition that such options or warrants meet the criteria set forth in subsections (1) through (6), hereafter:

(1)(a) They are issued to the underwriters under a firm underwriting agreement; or

(b) They are issued in connection with a best efforts underwriting only when the entire issue is sold, provided however, that options or warrants may be issued in connection with a minimum-maximum offering only if the amount of options or warrants to be issued to the underwriters is pro-rated in accordance with the amount of the underwriting which is sold; and,
(c) Option or warrants may not be transferred, except:
1. To partners of the underwriter, if the underwriter is a partnership,
2. To officers and employees of the underwriter, who are also shareholders of the underwriter, if the underwriter is a corporation; or
3. By will, under the laws of descent and distribution, or by operation of law.
(2) The number of shares covered by the underwriter’s options or warrants must not exceed ten percent (10%) of the shares of common stock actually sold in the public offering.
(3) The initial exercise price of the options or warrants is at least equal to the public offering price with a “step-up” of the exercise price of 7% each year they are outstanding, or in the alternative, an overall 20% step-up. The step-up shall commence twelve (12) months after the grant of the option or warrant. The election as to the step-up rate must be made at the time the option or warrant is issued.

(4) The options or warrants do not exceed five (5) years in duration and are exercisable no sooner than twelve (12) months after issuance.

(5) The prospectus used in connection with the offering fully discloses the terms and the reason for the issuance of such options or warrants; provided that if such reason relates to future advisory services to be performed by the underwriter without compensation in consideration for the issuance of such options or warrants, a statement to that effect is placed in the prospectus.

(6) It is hereby established that 20% of the original public offering price per security of the issue multiplied by the number or securities the underwriters have the right to purchase under the options or warrants shall be included by the Office of Financial Regulation in considering the overall cost limitation of the issue.
Rulemaking Authority 517.03 FS. Law Implemented 517.081(7) FS. History–New 9-20-82, Formerly 3E-20.06, 3E-700.07, 3E-700.007, Amended 9-22-14.
69W-700.008 Options and Warrants to Officers, Employees and Others.

The Office of Financial Regulation will permit the registration of securities where options and warrants are granted to officers, employees and others only on the condition that such options or warrants meet the criteria set forth below.

(1) An issuer may not grant options or warrants at an exercise price that is less than 85% of the fair market value of the issuer’s underlying shares of common stock or similar securities on the date of grant.
(2) Limitations on the Total Number of Options and Warrants.
(a) For one year following the effective date of the offering, the total number of options and warrants that the issuer may issue or reserve for issuance may not exceed 15% of the sum of the issuer’s common stock outstanding at the date of the public offering plus:
1. The number of firmly underwritten shares being offered; or
2. The number of shares required to meet the minimum offering amount, if not firmly underwritten.
(b) The calculation in paragraph (a) excludes options and warrants that:
1. The issuer issued or reserved for issuance to an unaffiliated “institutional investor” as defined in subsection (4) of this rule, or a “business development company” as defined in Section 2(a)(48) of the Investment Company Act of 1940 (15 U.S.C. §80a-2(a)(48), which is incorporated by reference in Rule 69W-200.002, F.A.C., in connection with a loan if:
a. The options or warrants are issued at the same time as the loan;
b. The options or warrants are issued as the result of negotiations between the issuer and an unaffiliated “institutional investor” as defined in subsection (4) of this rule, or a “business development company” as defined in Section 2(a)(48) of the Investment Company Act of 1940 (15 U.S.C. §80a-2(a)(48);
c. The exercise price of the options or warrants is not less than the fair market value of the issuer’s common stock or similar securities underlying the options or warrants on the date the loan was approved; and,
d. The number of shares that can be issued on exercise of the options or warrants multiplied by the options or warrants’ exercise price does not exceed the face amount of the loan.
2. In connection with acquisitions, reorganizations, consolidations, or mergers, if:
a. The options or warrants are issued to persons that are unaffiliated with the issuer; and,
b. Exercising the options or warrants will not materially dilute the issuer’s earnings at the time of grant after giving effect to the acquisition, reorganization, consolidation or merger.
3. The issuer issued or reserved for issuance to employees or consultants who are not promoters under an incentive stock option plan under Section 422 of the Internal Revenue Code (26 U.S.C. §422), which is incorporated by reference in Rule 69W-200.002, F.A.C.; or
4. A person may exercise at or above the offering price for public investors.
(3) Options and warrants issued in connection with acquisitions, reorganizations, consolidations or mergers may be excluded in determining the reasonableness of the number of shares covered by warrants and options if they are issued to parties not affiliated with the issuer. In the event the earnings per share of the issuer would be diluted in excess of 10% by the issuance of shares upon exercise of such options and warrants, the issuer shall disclose such dilution as a specific risk factor in the prospectus.
(4) For the purposes of this rule, “institutional investor” means any of the following, whether acting for itself or for others in a fiduciary capacity:
(a) A depository institution or international banking institution;
(b) An insurance company;
(c) A separate account of an insurance company;
(d) An investment company as defined in the Investment Company Act of 1940, which is incorporated by reference in Rule 69W-200.002, F.A.C.;
(e) A broker-dealer registered under the Securities Exchange Act of 1934, which is incorporated by reference in Rule 69W-200.002, F.A.C.;
(f) An employee pension, profit-sharing, or benefit plan if the plan has total assets in excess of $10,000,000 or its investment decisions are made by a named fiduciary, as defined in the Employee Retirement Income Security Act of 1974, which is incorporated by reference in Rule 69W-200.002, F.A.C., that is a broker-dealer registered under the Securities Exchange Act of 1934, an investment adviser registered or exempt from registration under the Investment Advisers Act of 1940, an investment adviser registered under Sections 517.021(13)(a) and 517.12, F.S., a depository institution, or an insurance company;
(g) A plan established and maintained by a State, a political subdivision of a State, or an agency or instrumentality of a State or a political subdivision of a State for the benefit of its employees, if the plan has total assets in excess of $10,000,000 or its investment decisions are made by a duly designated public official or by a named fiduciary, as defined in the Employee Retirement Income Security Act of 1974, that is a broker-dealer registered under the Securities Exchange Act of 1934, an investment adviser registered or exempt from registration under the Investment Advisers Act of 1940, an investment adviser registered under Chapter 517, F.S., a depository institution, or an insurance company;
(h) A trust, if it has total assets in excess of $10,000,000, its trustee is a depository institution, and its participants are exclusively plans of the types identified in paragraph (f) or (g), regardless of the size of their assets, except a trust that includes as participants self-directed individual retirement accounts or similar self-directed plans;
(i) An organization described in Section 501(c)(3) of the Internal Revenue Code (26 U.S.C. Section 501(c)(3)), which is incorporated by reference in Rule 69W-200.002, F.A.C., corporation, Massachusetts trust or similar business trust, limited liability company, or partnership, not formed for the specific purpose of acquiring the securities offered, with total assets in excess of $10,000,000;
(j) A small business investment company licensed by the Small Business Administration under Section 301(c) of the Small Business Investment Act of 1958 (15 U.S.C. Section 681(c)) with total assets in excess of $10,000,000;
(k) A private business development company as defined in Section 202(a)(22) of the Investment Advisers Act of 1940 (15 U.S.C. Section 80b-2(a)(22)), which is incorporated by reference in Rule 69W-200.002, F.A.C., with total assets in excess of $10,000,000;
(l) A federal covered investment adviser acting for its own account;
(m) A “qualified institutional buyer” as defined in Rule 144A(a)(1), other than Rule 144A(a)(1)(H), adopted under the Securities Act of 1933 (17 C.F.R. §230.144A), which is incorporated by reference in Rule 69W-200.002, F.A.C.;
(n) A “major U.S. institutional investor” as defined in Rule 15a-6(b)(4)(i) adopted under the Securities Exchange Act of 1934 (17 C.F.R. §240.15a-6), which is incorporated by reference in Rule 69W-200.002, F.A.C.; or
(o) Any other person, other than an individual, of institutional character with total assets in excess of $10,000,000 not organized for the specific purpose of evading Chapter 517, F.S.
Rulemaking Authority 517.03 FS. Law Implemented 517.03, 517.081(5), (7) FS. History–New 9-20-82, Formerly 3E-20.07, 3E-700.08, 3E-700.008, Amended 9-22-14.
69W-700.009 Escrow of Proceeds from Sale of Securities.

(1) As a condition to registration where the offering is on a “best efforts” basis, the success of the venture is dependent on the proceeds of the offering or the issuer is in a promotional or developmental phase, the Office of Financial Regulation may require that all or part of the proceeds from the sale of securities be escrowed until the issuer deposits a specified minimum amount from the sale of such securities within a specified period of time to accomplish the purposes of the offering and/or until certain stipulated requirements are met. The escrow agreement shall be in a form suitable to the Office of Financial Regulation, and shall include but not be limited to:

(a) The termination date of the offering;

(b) The amount needed to be escrowed before the funds may be released to the issuer;

(c) A provision that in the event an offering fails to meet all the established escrow requirements, all proceeds with interest, if any, received up to such date will be returned to investors, less the expenses of administering the escrow.

(2) The escrow agent shall be a state bank with trust powers, a trust company, or a national bank with trust powers that is located within the United States or any territory or insular possession thereof. Checks, drafts and money orders for the purchase of securities shall be made payable to the escrow agent. If a broker/dealer is acting as underwriter or selling agent for the issuer, payments may be made to such broker/dealer who shall promptly make remittance to the escrow agent.

Rulemaking Authority 517.03 FS. Law Implemented 517.081(7) FS. History–New 9-20-82, Formerly 3E-20.08, 3E-700.09, 3E-700.009.

69W-700.010 Preferred Stock or Debt Securities.

(1) An issuer of preferred stock shall have earnings after provision for federal income taxes and excluding extraordinary items for its last fiscal year, or of the average of its last three (3) fiscal years sufficient to pay the dividends for one (1) year on the securities to be offered to the public and there shall be no indication that during the current fiscal year, earnings, excluding extraordinary items, will be less than the amount required to pay dividends on the securities to be offered to the public.

(2) An issuer of debt securities shall have earnings before provision for federal income taxes but after exclusion of extraordinary items for its last fiscal year, or the average of its last three (3) fiscal years sufficient to pay the interest for one (1) year on the securities to be offered to the public and there shall be no indication that during the current fiscal year, earnings, excluding extraordinary items, will be less than the amount required to pay interest on the securities to be offered to the public.

(3) The earnings requirements of this rule shall be revealed in a financial statement(s) in compliance with subsection 69W-700.001(2), F.A.C.

(4) All debt securities must be issued under a trust indenture with a bank acting as trustee. The indenture must contain a provision for a sinking fund sufficient to retire approximately 75% of the debt prior to maturity.

Rulemaking Authority 517.03 FS. Law Implemented 517.081(7) FS. History–New 9-20-82, Formerly 3E-20.09, 3E-700.10, 3E-700.010, Amended 9-22-14, 11-15-16.
69W-700.011 Fractional Undivided Interest in Oil and Gas Titles.

(1) Registration will not be allowed for the sale of any interest in oil, gas, petroleum or mineral titles or leases unless the proposed drilling is located in a proven area substantiated by a qualified independent geologist.

(2) The term “fractional undivided interest in oil or gas rights” shall include landowner’s royalty interests, overriding royalty interests, working interests, participating interests, and oil or gas payments. Such terms shall be construed as hereinafter defined:

(a) Landowner’s royalty interests means the right in the royalty reserved by a landowner or fee owner upon the creation of an oil or gas lease.

(b) Overriding royalty interests means the right of participation in the oil or gas, or in the proceeds from the sale of oil or gas, produced from a specified tract or tracts, which right is limited in duration to the terms of an existing lease and which is not subject to any portion of the expense of development, operation, or maintenance.

(c) Working interests means that right in an oil or gas leasehold which is subject to any portion of the expense of development, operation or maintenance.

(d) Participating interests means the right of participation in the oil or gas, or in the proceeds from the sale of oil or gas, produced from a specified tract or tracts or wells which right is limited in duration to the terms of an existing lease and is subject to any portion of the expense of development, operation or maintenance.

(e) Oil or gas payments means the right of participation in the oil or gas, produced from a specified tract or tracts and which is limited to a maximum amount fixed in barrels of oil, cubic feet of gas, or dollars.

Rulemaking Authority 517.03(1) FS. Law Implemented 517.081(3), (7) FS. History–New 9-20-82, Formerly 3E-20.10, 3E-700.11, Amended 10-26-97, Formerly 3E-700.011.

69W-700.012 Oil and Gas Participation Plans.

(1) The minimum purchase or initial subscription to an oil, gas, petroleum or mineral participation plan may not be less than $5,000 and must be payable in full by the purchaser directly to the issuer within twelve (12) months from the date on which the program commences. The initial subscription shall not provide for the offering of financing by the issuer or the issuer’s sales agents either directly or indirectly.

(2) Compensation to broker/dealers shall be a cash commission. Indeterminate compensation to broker/dealers, such as overriding interests and net profit interests are not acceptable in the absence of a firm underwriting. Warrants or options to broker/dealers are not acceptable in the absence of a firm underwriting.

(3) Sponsor’s history of operations for the past five (5) years or for such period of time as the Sponsor has been engaged in the business shall be fully disclosed, and when applicable, income for each program shall be scheduled.

(4) All properties that are acquired by a plan from the Sponsor or affiliate at a consideration other than cost, must have such purchase price established by qualified independent petroleum engineers. If the property is unproductive and/or unexplored, then the value shall be determined by a qualified independent expert.

(5) Annual audited financial reports and tax information shall be furnished to investors in a form which may be used in the preparation of their individual tax returns. Report of the value of an investor’s interest shall be based on an independent petroleum engineer’s appraisal of the status of the properties.

Rulemaking Authority 517.03 FS. Law Implemented 517.081(7) FS. History–New 9-20-82, Formerly 3E-20.11, 3E-700.12, 3E-700.012.

69W-700.013 Insurance Company Licenses.

An insurance company not authorized to do an insurance business in the State of Florida shall meet the financial and managerial standards for authorization as prescribed by the Florida Insurance Code prior to making application to the Office of Financial Regulation for registration of its securities.

Rulemaking Authority 517.03 FS. Law Implemented 517.081(3) FS. History–New 9-20-82, Formerly 3E-20.12, 3E-700.13, 3E-700.013.

69W-700.014 Real Estate Investment Trusts (REIT).

A Real Estate Investment Trust required to register its securities pursuant to Section 517.081, F.S., must have provisions in its Declaration of Trust, other organizational instruments or prospectus that satisfy the following conditions:

(1) The Trust must have net assets equal to fifteen percent (15%) of the aggregate dollar amount of the securities to be offered to the public, or have $200,000 of net assets prior to the public offering, whichever is less. Net assets shall mean total invested assets at cost after deducting depreciation reserves, less total liabilities.

(2)(a) Any property or asset purchased or sold in behalf of the Trust in which the Trustees or allied parties have an interest, directly or indirectly, must be so purchased or sold on the basis of independent appraisals of said property or asset; or

(b) Such transaction must be fully described and set out in a registration statement and prospectus filed with the Office of Financial Regulation prior to the transaction.

(3) The aggregate annual expenses of every character paid or incurred by the Trust, excluding interest, taxes, expenses in connection with the issuance of securities, shareholder relations, and acquisition, operation, maintenance, protection and disposition of Trust properties, but including advisory fees and mortgage servicing fees and all other expenses, shall not exceed the greater of:

(a) One and one-half percent (1 1/2%) of the average net assets of the Trust, net assets being defined as total invested assets at cost before deducting depreciation reserves, less total liabilities, calculated at least quarterly on a basis consistently applied; or

(b) Twenty-five percent (25%) of the net income of the Trust excluding provision for depreciation and realized capital gains and losses and extraordinary items, and before deducting advisory and servicing fees and expenses, calculated at least quarterly on a basis consistently applied; but in no event shall aggregate annual expenses exceed one and one-half percent (1 1/2%) of the total invested assets of the Trust.

(4) The adviser shall reimburse the Trust at least annually for the amount by which aggregate annual expenses paid or incurred by the Trust as defined herein exceed the amounts provided for in subsection (3), above.

(5) The aggregate borrowings of the Trust, secured and unsecured, shall not be unreasonable in relation to the net assets of the Trust and the maximum amount of such borrowings in relation to the net assets shall be stated in the prospectus.

(6) A Trust shall not issue debt securities to the public unless the historical cash flow of the Trust or the substantiated future cash flow of the Trust, excluding extraordinary items, is sufficient to cover fixed charges, including interest.

(7) Any advisory contract entered into by the Trust prior to the initial public offering shall be for a period not longer than three (3) years and such contract entered into thereafter shall be for a period not longer than one (1) year. Any such advisory contract shall provide that it may be terminated at any time without penalty, by the Trustees or majority of the holders of outstanding shares of beneficial interest, upon not less than sixty (60) days written notice to the adviser.

(8) Nothing contained in the Declaration of Trust shall relieve a trustee or agent or representative of the Trust against liability to the Trust or to the beneficiaries for willful misfeasance, gross negligence or bad faith in the conduct of his duties, or for failure to exercise that degree of care which ordinarily prudent men would exercise under the same or similar circumstances in like employment, having regard to the business of the Trust and the circumstances of each case.

(9) Not less than a majority vote of the beneficiaries or shareholders present in person or by proxy at a special or annual meeting shall be required to:

(a) Elect successor trustees.

(b) Remove any trustee.

(c) Approve termination of the Trust.

(d) Approve amendment of the Declaration of Trust.

(10) The foregoing listed terms and conditions shall apply unless such term or condition is directly contradictory to the intent of Sections 856, 857 and 858 of the Internal Revenue Code of 1954 (26 U.S.C. §§856, 857, 858), which are incorporated by reference in Rule 69W-200.002, F.A.C., and applicable rules of the Treasury Department.

Rulemaking Authority 517.03 FS. Law Implemented 517.081(7) FS. History–New 9-20-82, Formerly 3E-20.13, 3E-700.14, 3E-700.014, Amended 9-22-14.
69W-700.015 Offering Price of Equity Securities.

(1) The offering price of securities that an issuer is seeking to register shall not exceed:

(a) The established market price, for the securities of the same class as that proposed to be offered; or

(b) A proposed price that reflects a price earnings ratio of securities of similar issuers in the same industry; and further provided that the issuer has a consistent record of earnings for the preceding three (3) fiscal years; or

(c) The proposed offering price established by an underwriter under a firm underwriting commitment, if the underwriter is registered under the Securities Exchange Act of 1934 (15 U.S.C. §§78a through 78pp), which is incorporated by reference in Rule 69W-200.002, F.A.C. and has the financial ability to perform its commitment in light of its net capital position.
(2) In offerings where the issuer is in the development phase, or the issuer fails to comply with subsection (1) of this rule, a specific risk factor entitled “Immediate Substantial Dilution” in the prospectus stating the book value per share before and after completion of the offering and the dilution percentage to purchasers of the offering.
(3) In offerings where the issuer is complying with the registration provisions of Section 517.081(3)(g)2., F.S., and subsection 69W-700.002(2), F.A.C., the Office of Financial Regulation shall allow the offering to be offered and sold at a minimum of $5 per share provided that all promotional securities are escrowed.

Rulemaking Authority 517.03(1) FS. Law Implemented 517.081(3), (7) FS. History–New 9-20-82, Formerly 3E-20.15, 3E-700.15, Amended 11-30-97, Formerly 3E-700.015, Amended 11-22-10, 9-22-14.
69W-700.018 Signing Required ‒ Consents and Consents of Experts.

Rulemaking Authority 517.03 FS. Law Implemented 517.081(3) FS. History–New 9-20-82, Formerly 3E-20.16, 3E-700.18, 3E-700.018, Repealed 7-2-12.

69W-700.019 Submission of Sales Reports.

(1) Sales reports shall be submitted upon request to the Office of Financial Regulation for securities registered pursuant to Section 517.081, F.S.
(2) When all sales have been consummated or it is the desire to discontinue an offering, notice shall be given to the Office of Financial Regulation so that it may close its files on this registration.

Rulemaking Authority 517.03(1) FS. Law Implemented 517.081(3) FS. History–New 9-20-82, Formerly 3E-20.18, 3E-700.19, Amended 12-8-87, 7-31-91, Formerly 3E-700.019, Amended 10-29-12.
69W-700.020 Termination Date of Registration, Prospectuses not to be Used After Certain Date.

(1) In the event that an offering of securities is not completed within six (6) months from the effective date of registration, a revised red-lined prospectus shall be prepared and filed for approval by the Office of Financial Regulation, not later than thirty (30) days prior to the expiration date of the prospectus then in use. The revised prospectus shall provide supplemental red-lined information as may be deemed necessary by the Office of Financial Regulation in order that investors may exercise an informed judgment in determining whether or not to purchase such securities.

(2) No prospectus shall be used after the material contained therein becomes materially inaccurate or misleading. In such event, sales shall be discontinued and a revised prospectus shall be prepared and filed for approval by the Office of Financial Regulation.

Rulemaking Authority 517.03 FS. Law Implemented 517.081(3) FS. History–New 9-20-82, Formerly 3E-20.19, 3E-700.20, 3E-700.020.

69W-700.021 Independent Transfer Agent and/or Registrar.

(1) Every issuer of a security required to be registered pursuant to Section 517.081, F.S., having in excess of one hundred (100) shareholders of record after distribution of its securities shall be required to appoint and maintain an independent transfer agent and/or registrar for its securities. Said transfer agent shall be duly registered with the Federal Deposit Insurance Corporation, the Comptroller of the Currency, the Board of Governors of the Federal Reserve System or the Securities and Exchange Commission.

(2) Each agency agreement shall provide that the following records will be maintained or preserved for a period of not less than six (6) years:

(a) Blotters or other records of original entry containing itemized daily record of all receipts and deliveries of the issuer’s securities.

(b) Ledger reflecting the individual transfer records for the issuer’s separate securities.

(c) A separate ledger record of restricted securities and restrictive legend thereon.

Rulemaking Authority 517.03 FS. Law Implemented 517.03(1) FS. History–New 9-20-82, Formerly 3E-20.20, 3E-700.21, 3E-700.021.

69W-700.022 Amendments Subsequent to Effectiveness.

(1) The Office of Financial Regulation may allow amendment(s) to an application for registration subsequent to the approval of such application by the Office of Financial Regulation if the amendment(s) does not materially change the terms of the offering, thereby requiring a re-examination of an application to determine compliance with Section 517.081(7), F.S., and the rules prescribed by Chapter 69W-700, F.A.C.

(2) All requests for material changes to a registration subsequent to approval by the Office of Financial Regulation shall be accompanied by a new application, filing fee and exhibits as required by Section 517.081, F.S.

Rulemaking Authority 517.03 FS. Law Implemented 517.03(1) FS. History–New 9-20-82, Formerly 3E-700.022.

69W-700.024 Submission of Final Documents.

Rulemaking Authority 517.03 FS. Law Implemented 517.03(1) FS. History–New 9-20-82, Formerly 3E-700.024, Repealed 7-2-12.

69W-700.026 Unsound Financial Condition.

(1) Registration of an issuer may not be permitted if the financial statements demonstrate the issuer to have an unsound financial condition.

(2) Such unsound financial condition is determined by:

(a) An accumulated deficit;
(b) Negative shareholders equity;
(c) An inability to satisfy current obligations as they become due;
(d) Negative cash flow; or
(e) Financial statements that include a footnote or explanatory paragraph in the independent auditor’s report regarding the issuer’s ability to continue as a going concern.
Rulemaking Authority 517.03(1) FS. Law Implemented 517.081(3), (7) FS. History–New 10-26-97, Formerly 3E-700.026, Amended 9-22-14.
69W-700.027 Loans and Other Affiliated Transactions.

(1) Where an issuer has or will have loans or other material transactions with affiliates, the Office of Financial Regulation shall require that the issuer have and maintain at least two (2) independent directors on its board.

(2) In additions to loans, other material transactions include:

(a) Leasing, renting or purchasing property or equipment from affiliates;
(b) Consulting contracts;
(c) Business dealings for the purchase of inventory, services or distribution systems;
(d) Royalty or licensing arrangements;
(e) Guaranties of corporate debt by affiliates;
(f) Other business relationships where the terms of such transactions are no less favorable to the promoters than to those generally available from unaffiliated third parties.

(3) If material loans or transactions have been made or will be made, the Office of Financial Regulation shall require disclosure as follows:

(a) All future loans or transactions will be made or entered into on terms that are no less favorable to the issuer than those that can be obtained from unaffiliated third parties; and,
(b) Any forgiveness of loans must be approved by a majority of the independent directors who do not have an interest in the transactions and who have access, at the issuer’s expense, to issuer’s or independent counsel.

(4) For past transactions which are now closed, if there were less than two (2) such disinterested independent directors at the time of the transaction, the prospectus shall disclose that the issuer lacked sufficient disinterested independent directors to ratify the transaction.

(5) Loans not to be subject to this rule include loans to affiliates for ordinary company operating expenses and loans for relocation costs of officers, directors and employees, and loans made by issuers whose primary business is that of making loans, provided such loans were made in accordance with policies used by other commercial lenders for similar loans made in the lender’s locale.

Rulemaking Authority 517.03(1) FS. Law Implemented 517.081(3), (7) FS. History–New 11-30-97, Formerly 3E-700.027.

69W-700.028 Small Corporate Offering Registration (“SCOR” Offering).

Rulemaking Authority 517.03(1) FS. Law Implemented 517.081(3), (7) FS. History–New 11-30-97, Formerly 3E-700.028, Amended 11-22-10, Repealed 9-22-14.
