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REGULATION OF SECURITIES COMMITTEE REPORT
PREPARED FOR THE DECEMBER 3, 2016 COUNCIL MEETING

1. 2016-2017 Budget Request and Anticipated Use of Funds.

None.

2. Use of Budgeted Funds During 2015-2016.

None.

3. Next Scheduled Meeting of the Committee.

Tuesday, April 25, 2017, 4 pm - 5:30 pm
Location: Honigman (Bloomfield Hills)

Tuesday, October 10, 2017, 4 pm - 5:30 pm
Location: Miller Canfield (Troy)

4. Council Approval.

No approval is being requested at this time.

5. Membership.

Members are added periodically, including women and minorities.

6. Accomplishments Towards Committee Objectives.

The Committee last met on October 11, 2016. Committee members presented
on various substantive topics including the comments of the Committee’s Rules
Review Subcommittee on the proposed Michigan securities rules; an M&A broker
update; an update on various topics from MLARA’s Corporations, Securities &
Commercial Licensing Bureau; MSU’s Midwest Securities Law Institute on
October 21, 2016; the November 30, 2016 deadline for submitting articles for
publication in the Spring 2017 edition of the Michigan Business Law Journal
(Regulation of Securities Committee) (the deadline has since been changed to
December 10, 2016); and planning for the Committee’s 2017 meeting schedule.

See No. 9, below, regarding recent developments on proposed Michigan
securities rules which MLARA’s Corporations, Securities and Commercial
Licensing Bureau (“CSCLB”) is in the process of promulgating pursuant to
Michigan's Uniform Securities Act (2002), Act 551 of 2008. The Committee’s
Rules Review Subcommittee met on September 20 and 27, 2016 relative to the
proposed Michigan securities rules. Following BLS Council approval of the
Subcommittee’s comments on the proposed securities rules on October 8, 2016
and completion of the State Bar’s clearance process, the Rules Review
Subcommittee delivered its comments on the proposed securities rules to
CSCLB on October 10, 2016.
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7. Meetings and Programs.

See No. 6, above.

8. Publications.

The theme of The Michigan Business Law Journal, Spring 2017 edition, will be
the Regulation of Securities Committee. Committee members have been
encouraged to submit articles for publication. Securities articles by Committee
members were published in The Michigan Business Law Journal, Spring 2014
edition which had as its theme the Regulation of Securities Committee.

9. Methods of Monitoring Legislative/Judicial/Administrative Developments
and Recommended Action

The Committee monitors developments relative to securities law issues and
continues to discuss monitoring in a more formalized manner. Recent examples
include Michigan House Bill 5273 (Public Act 355 of 2014) on local stock
exchanges. See also No. 6, above, regarding the February, 2015 review of draft
proposed Michigan securities rules at the request of the Corporations, Securities
and Commercial Licensing Bureau of the Michigan Department of Licensing and
Regulatory Affairs and continued monitoring thereof by the Committee as well as
of other Michigan regulatory developments.

MLARA’s Corporations, Securities and Commercial Licensing Bureau (“CSCLB”)
published proposed securities rules in the Michigan Register on September 1,
2016 and held a public hearing on the proposed rules on September 6, 2016.

The Committee’s Rules Review Subcommittee met on September 20, 27 and 30,
2016 concerning the proposed Michigan securities rules. Following BLS Council
approval of the Subcommittee’s comments on the proposed securities rules on
October 8, 2016 and completion of the State Bar’s clearance process, the Rules
Review Subcommittee delivered its comments on the proposed securities rules
to CSCLB on October 10, 2016. The Subcommittee met with the CSCLB staff on
November 7, 2016 and is scheduled to meet with the CSCLB staff again before
year-end. The Subcommittee’s comment letter and related resources are
available on the BLS home page at
http://connect.michbar.org/businesslaw/home.

10. Miscellaneous.

No miscellaneous matters to report.

Respectfully submitted, Patrick J. Haddad, Chair, Kerr, Russell and Weber, PLC
500 Woodward Avenue, Suite 2500, Detroit, MI 48226.
Telephone: (313) 961-0200. Email: phaddad@kerr-russell.com
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Meeting Minutes
Regulation of Securities Committee

Business Law Section, State Bar of Michigan

Meeting Date/Time: Tuesday, October 11, 2016, 4-5:30 p.m.

Meeting Location: Jaffe, Raitt, Heuer & Weiss – Southfield, MI

1. Welcome and Introductions
Patrick Haddad called the meeting to order at approximately 4 p.m. and welcomed
everyone.
a. The following attended in person:

a. Matthew Allen – Miller, Canfield, Paddock and Stone, PLC
b. Marguerite Donahue – Seyburn, Kahn, Ginn, Bess & Serlin
c. Patrick Haddad – Kerr, Russell and Weber, PLC
d. Michael Marsalese – Marsalese Law Group
e. Mark Metz – Dykema Gossett, PLLC
f. Peter Sugar – Jaffe, Raitt, Heuer & Weiss, PC

b. The following attended via teleconference:
a. Maxwell Barnes – Miller Johnson
b. Jonathan Berg – Bodman PLC
c. Barbara Bowman – Bodman PLC
d. Stephen Brey – MLARA Corporations, Securities & Commercial Licensing

Bureau
e. Julia Dale – MLARA Corporations, Securities & Commercial Licensing Bureau
f. Shane Hansen – Warner, Norcross & Judd, LLP
g. Raymond Henney – Honigman, Miller, Schwartz & Cohn, LLP
h. Peter Long – Butzel Long
i. Jeffrey Van Winkle – Clark Hill PLC

2. Update on MLARA’s Corporations, Securities & Commercial Licensing Bureau
(CSCLB) Julia
Dale
 CSCLB recently reorganized. Occupations regulated under the Michigan

Occupations Code were transitioned out of CSCLB.
 Discussion on CSCLB’s practices on referrals to the Attorney General for potential

criminal prosecutions.
 CSCLB recently archived five (5) million images from the business entity search data

base. The archived images were all older than 2006. The images can still be accessed.
There is information on the CSCLB website regarding how to access these
documents. CSCLB is continuing to update the Corporations Division online filing
system. There is no implementation date as of now.

 Other issues: Office of Regulatory Reinvention listserv; CSCLB is posting
enforcement orders on the website.
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3. Update on Proposed Michigan Securities Rules
Patrick Haddad and Shane Hansen

 On September 1, 2016, proposed Michigan securities rules were published in the
Michigan Register.

 The Rules Review Subcommittee drafted comments on the proposed rules.
oThere were approximately thirty-five (35) comments.
oThe Subcommittee’s comments were delivered to the CSCLB on October

10, 2016.
 Principal issues identified by the Subcommittee include the following:

oThe proposed rules are set to go into effect very quickly. The proposed
rules contain some significant changes and therefore it is important that
there be a transition period.

oThe bad actor provision as drafted would potentially impose severe
consequences (i.e., retroactive application).

oThe private fund rule would result in the inability to include accredited
investors in certain offerings.

oThere are some differences between the SEC rules and the proposed rules.
There is concern regarding a lack of federal and state uniformity.

 Other issues include some minor changes and gaps in the proposed rules:
oThere is a new proxy voting rule that the Committee supports.
oThere is a new time period for check processing.
oThere is still a gap in the rules regarding the classification of finders.
o Rulemaking on investment advisory services requires further

development.
 It appears that the proposed rules will not be effective until early 2017 at the

soonest. Therefore, there will be time to dialogue with the CSCLB on the issues.
 CSCLB’s initial thoughts on the Subcommittee’s drafted comments are that

majority of the drafted comments will not be an issue. However, some of the
comments will need to be discussed further.

 The Committee agreed that public education about the proposed rules will be very
important. An effort should be made to reach out to participants in the industry
who can add to the conversation about the proposed rules. A number of
associations were suggested as a starting point to generate conversation with
industry actors.

oMichigan Venture Capital Association
oAssociation for Corporate Growth (Michigan chapters)
oFinancial Planning Association of Michigan
oSecurities Industry and Financial Markets Association
oFinancial Services Institute
o Investment Adviser Association
oMichigan Association of CPAs
oFormally organized angel investor groups operating in Michigan.

 The Subcommittee’s comment letter will be made publicly available.
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4. Update on M&A Broker Issues Shane Hansen
 The proposed Michigan securities rules track the model rules set forth by NASAA

for the most part.
 There was a brief discussion about how other states such as Florida and California

have made efforts to incorporate the NASAA model rules.
 Overall, progress is being made mostly at the state level rather than at the federal

level. The federal legislation remains stalled in Congress. The Senate has failed
to take any action.

5. MSU Midwest Securities Law Institute Patrick Haddad
 The MSU Midwest Securities Law Institute is scheduled for October 21, 2016.
 Ray Henny provided a brief overview of the panels that will be offered as well as

the speakers who will be present.

6. Article Submission - Michigan Business Law Journal Patrick Haddad
The deadline for submitting articles for publication in the Spring 2017 edition of the
Michigan Business Law Journal (Regulation of Securities Committee) is November 30,
2016.

7. 2017 Meeting Schedule Patrick Haddad
The Committee’s meeting dates for 2017 are Tuesday, April 25, 2017, 4-5:30 p.m. and
Tuesday, October 10, 2017, 4-5:30 p.m. Locations to be determined.

8. Adjournment Patrick Haddad
The meeting adjourned at approximately 5:20 p.m.


