
No. 4 6 7 2HOUSE
By Mr. Donovan of Chelsea, petition of Robert H. Quinn

(Attorney General) and Robert F. Donovan that the Attorney
General be authorized to review and approve certain real estate
syndication offerings. Commerce and Labor.

I In the Year One Thousand Nine Hundred and Seventy-Three.

An Act authorizing the department of the attorney

GENERAL TO REVIEW AND TO APPROVE CERTAIN REAL ESTATE
SYNDICATION OFFERINGS.

Be it enacted by the Senate and House of Representatives in
General Court assembled, and by the authority of the same, as
follows:

1 Chapter 93 of the General Laws is hereby amended by insert-
-2 ing after section 69 the following new section:
3 Section 70. No person, partnership, corporation, company,
4 trust or association, or any agent or employee thereof shall make
5 or take part in a public offering or sale in or from the common-
-6 wealth of securities constituted of participation interests or in-
-7 vestments in real estate, mortgages or leases when such securities
8 consist primarily of participation interests or investments in one
9 or more real estate ventures, including cooperative interests in

10 realty, unless there shall have been filed with the department of
11 the attorney general, prior to such offering, a written statement
12 or statements, hereinafter known as an offering statement. The
13 term “real estate” as used in this section shall not include
14 mineral, oil or timber leases or properties, or buildings, struc-

*s tures, land or other realty housing or containing business offices
16 or industry, owned or leased by the issue, where the issuer is not
17 primarily engaged in the business of buying and selling such
18 building or other realty or leases or interests therein. The circula-
-19 tion or dissemination of a non-firm offer shall not constitute
20 making or taking part in a public offering within the meaning of
21 this section.
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The offering statement shall include the following informa-
tion: a description of the property, the nature of the interest,
and how title thereto is to be held; the gross and net income for a
reasonable period preceding the offering where applicable and
available; the current gross and net income where applicable and
available; the basis, rate and method of computing depreciation;
a description of major current leases; the essential terms of all
mortgages; the names, addresses and business background of the
principals involved, the nature of their fiduciary relationship
their financial relationship, past, present and future, to the"'
property offered to the syndicate and to those who are to partici-
pate in its management; the interests and profits of the pro-
moters, offerors, syndicate organizers, officers, directors, trustees
or general partners, direct and indirect, in the promotion and
management of the venture; all restrictions, if any, on transfer of
participants’ interests; a statement as to what stock or other
security involved in the transaction, if any, is non-voting; a state-
ment as to what disposition will be made of the funds received
and of the transaction if not consummated, which statement shall
represent that all moneys received from the sale of such securities
until actually employed in connection with the consumation of
the transaction as therein described, shall be kept in trust and
that in the event insufficient funds are raised through the offer-
ing or otherwise to effectuate the purchase or purchases or other
consummation of the contemplated transaction, or that the in-
tended acquisition shall not be completed for any other reason or
reasons, then such moneys, less such amounts actually employed
in connection with the consummation of the transaction, shall be
fully returned to the investor; which of the securities offered are
unsecured; clearly distinguish between leasehold and fee owner-
ship, between fact and opinion; a commitment to submit annual
reports to all participants, including an annual balance sheet and
profit and loss statement certified by an independent certified
public accountant; clearly distinguish between those portions
promised distributions which are income and those which are a
return of principal or capital; and such additional information as
the attorney general may prescribe in rules and regulations pro-
mulgated by him as will afford potential investors, purchasers
and participants an adequate basis upon which to found their
judgment and shall not omit any material fact or contain any
untrue statement of a material fact.
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63 All advertising in connection with an offering of securities
64 pursuant to this section shall be consistent with the representa-
65 tions and information required to be set forth in the offering
66 statement.
67 The offering statement shall be filed with the department of
68 the attorney general prior to the public offering of the security
69 involved. No offer, advertisement or sale o.' such securities shall

be made in or from the commonwealth until the attorney general
71 has issued to the issuer or other offerer a letter stating that the
72 offering has been filed. The attorney general, not later than fif-
73 teen days after such filing, shall issue such a letter or, in the
74 alternative, a notification in writing indicating deficiencies in the
75 offering statement. The attorney general may alscrrefuse to issue
76 a letter stating that the offering statement has been filed when-
77 ever it appears that the offering statement of statements or
78 prospectus does not clearly set forth the specific property or
79 properties to be purchased, leased, mortgaged, or otherwise to be
80 acquired, financed or the subject of specific investment with a

substantial portion of the offering proceeds.
82 In all literature employed in the offer and sale of securities and
83 in all advertising in connection therewith there shall be con-
84 tained, in easily readable print on the face thereof, a statement
85 that the filing of an offering statement as required by this section
86 with the department of the attorney general does not constitute
87 approval of the issue or the sale thereof by the attorney general.
88 The attorney general may promulgate rules and regulations to
89 carry out the provisions of this section.
90 The department of the attorney general shall collect the
91 following fees for the filing of each offering statement: two hun-
92 dred dollars for every offering not in excess of two hundred fifty
93 thousand dollars; three hundred dollars for every offering in ex-

cess of two hundred fifty thousand dollars but not more than
95 three hundred fifty thousand dollars: four hundred dollars for
96 every offering in excess of three hundred fifty thousand dollars
97 but not more than five hundred thousand dollars: five hundred
98 dollars for every offering in excess of five hundred thousand
99 dollars but nor more than seven hundred fifty thousand dollars;

100 seven hundred dollars for every offering in excess of seven hun-
-101 dred fifty thousand dollars but not more than one million
102 dollars; eight hundred fifty dollars for every offering in excess of
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lOj one million dollars but not more than three million dollars; one
thousand seven hundred dollars for every offering in excess of
three million dollars, but not more than five million dollars; three
thousand dollars for every offering in excess of five million
dollars. Said department shall in addition collect a fee of fifty
dollars for each amendment thereto.

104
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109 The attorney general may require an inspection to be made ii

connection with a real estate syndication, cooperative, or con- '
dominium offering, of lands and property thereon, situated out-
side of the commonwealth, involved in such offering. In such
case, prior to the acceptance of such filing, there shall be remitted
to the department an amount equivalent to the cost of travel to
the location of the property involved in the offering and return,
as estimated by the department, and a further amount estimated
to be necessary to cover the additional expenses of such inspec-
tion, not to exceed twenty dollars a day, for each day consumed
in the examination of the project.
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120 Within four months after the end of its fiscal year, any syndi-

cate required to file an offering statement under the provisions of
this section shall file with the department of the attorney general
an annual report of the syndicate operation, including an annual
balance sheet and profit and loss statement certified by an inde-
pendent certified public accountant. The department shall collect
a fee of five dollars for the filing of each such annual report.
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127 Any offering statement and all exhibits or documents referred

to therein shall be available for inspection by any person who
shall have purchased a security or shall have participated in the
offering of such security.
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131 Any person, partnership, corporation, company, trust or asso-

ciation, or any agent or employee thereof, which makes or takes
part in an offering or sale of securities, and such securities consist
of bonds or other evidence of indebtedness, there shall be h*
eluded in numeral form, in bold print on the first page of all
offering literature employed in the solicitation and sale of such
securities, the actual interest rate payable on such securities.
Such rate shall not include any return of principal.
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The attorney general, upon application, may exempt from the
provisions of this section any offerings of securities (1) made to
persons not exceeding forty in number or (2) which securities
have been fully registered with the securities and exchange com-
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143 mission of the United States of America or have received an
144 exemption therefrom for reasons other than said offering is an
145 intrastate offering to residents of the commonwealth only.
146 Failure to comply with the provisions of this section shall
147 constitute an unfair trade practice under the provisions of clause
148 (a) of section two of chapter ninety-three A.
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