Private Placement Broker-Dealer / Finder Registration
Survey Questions for Attorneys, Finders and Registered Broker Dealers
Designed to Reflect Our Intuitive / Anecdotal Experience / Evidence from our Practices 

of the Scope & Magnitude of Unregistered Finder Activity
_____________________________________________________
	Question
	Yes
	No
	Comments

	Do you assist start-ups, early stage, or small businesses in raising capital to fund their businesses?


	
	
	

	If the legal requirements of your doing so were clear and attainable, would you assist start-ups, early stage, or small businesses in raising capital to fund their businesses?


	
	
	

	Would you register as a Private Placement Broker, if you could:

· Take an exam, 

· Complete an application similar to a Form U-4,

· Submit your social security number to a background check, 

· Submit your fingerprints to a background check, and

· Pay a modest registration fee?


	
	
	

	What is your general location (City or Metro Area, state)


	

	What is your educational background, generally ? (i.e., MBA, Law, BS in Finance)


	

	What is your business background, generally ? (i.e, 10 years at mid-sized brokerage firm; 5 years as a lawyer or accountant)


	

	Do you have any history of criminal or fraud convictions/lawsuits/allegations, 
[trying to prove here that we have good guys doing this stuff] [ perhaps we don’t need this question given the fingerprint and social question above]


	
	
	

	How are you currently paid for finding money for small companies?
	
	
	

	% of Raise:
	
	
	

	Flat Fee:
	
	
	

	Hourly:
	
	
	

	Other:
	
	
	

	No Payment:
	
	
	

	
	
	
	

	How do you propose to be paid for finding money for small companies?
	
	
	

	% of Raise:
	
	
	

	Flat Fee:
	
	
	

	Hourly:
	
	
	

	Other:
	
	
	

	No Payment:
	
	
	

	
	
	
	

	Are you registered as an NASD Broker or other securities broker, or as an agent of one?

	
	
	

	Are you registered as a business broker in your state? (Not as a securities broker, not a stock broker, but only as a business broker)


	
	
	

	How many companies have you helped raise capital in the past, in a capacity as a finder, placement agent, business broker, investment banker ? What capacity?


	
	
	

	How many companies have you helped raise capital in the past, in another capacity such as a financial consultant, attorney, business plan writer, business consultant, or other? What capacity?


	
	
	

	In your experience, what are the main methods that early stage companies use to raise capital?


	

	What additional methods could they use if securities laws permitted additional methods? 

	

	Could they raise more capital, or raise it more easily if the securities laws permitted?


	

	What kind of due diligence do you, or would you, conduct on the companies and founders that you help, or would like to help, raise capital?


	
	
	

	Do you know of people who raise money for small businesses, who are not registered as broker-dealers under the 1934 Act? 
About how many? (We are trying to present to the SEC the widespread scope of the issue. We believe this is a large number, therefore free to count everyone you know!)
Or how would you otherwise characterize the scope and magnitude of “unregistered finders”?

	
	
	

	Do you think that most of them are honest brokers (except for the unregistered part of that equation)?

	
	
	

	Do you think that fully registered (smaller) BD firms would like to see the unregistered finders become registered, so that the smaller, registered BD firms can do business with them (such as paying them commissions as part of a transaction) ?

	
	
	

	
	
	
	

	Do you think a private placement broker-dealer registration would be useful for small companies? How useful on a scale from 1 to 10?


	
	
	

	How important are the money finders in the current scheme of capital formation for small and start-up businesses? Scale from 1 to 10?


	
	
	

	Do you think that a private placement broker-dealer registration would be useful in weeding out finders with criminal backgrounds or history of fraud, securities fraud,  securities violations, or other “bad boy” background?


	
	
	

	The federal registration process should be handled online like the CRD or IARD.


	
	
	

	A federal pre-emption of state laws related to finder activity should be created


	
	
	

	The online registration system should allow for finder registrations in states.


	
	
	

	Do you think a net capital or surety bond deposit or other deposit should be required of private placement brokers? Why or Why not?


	
	
	

	Do you think that  the Private Placement Broker Dealer registration should be allowed for smaller, 1040 Act Exempt Hedge Funds?


	
	
	

	What is your opinion of creating a market with layers as follows?
· Full service institutional broker dealers. 

· Private Placement Broker Dealers who assist in the raising of capital for small business private companies.
· State regulated business brokers who only assist in the buying and selling of businesses. 

· Persons who are denied registration altogether because of tainted backgrounds.

	
	
	

	Do you think the Private Placement Broker registration category would or could? 
· Create more revenue for the regulators 
· Give the regulators a much better handle on the real activity in the market, and therefore enhance the quality of regulatory oversight
· Create joint project revenue opportunities for the full service BDs that they would not normally see
· Enhance the professionalism in the industry.
· Provide the regulatory "cover" that the regulators and the good guys desire to weed out the “bad boys”.

	
	
	

	Have you found any the following to be common misperceptions or occurrences? 
· Issuers / Start-Ups / Early Stage Companies do not understand or believe, that broker-dealer licensing requirements apply to their small transactions under both federal and state law.
· Issuers use finders before the seek counsel.

· Issuers and finders do not understand or believe that there are technically no exceptions or exemptions.

	
	
	

	· Small Business Issuers, and finders who are finding money for them, balk at issuer’s counsel who suggest registration and disclosure on Form D and in Offering Memo.
· They push back that the SEC has historically kept regulation of finder’s fees low in the enforcement priorities of regulators


	
	
	

	· The people who most often seek finders fees (without a license) are business managers and small accounting firms who, typically, ignore the problem or are not aware of the problem.

	
	
	

	· Regarding real estate related investments, there is a finders fee exception to the real estate broker's license requirement.  Therefore, small businesses and finders do not understand why there is not a comparable exception in the securities field.

	
	
	

	· Rare to find an "investment banker" that regularly raises money or advises on mergers & acquisitions for small companies, who is a licensed broker-dealer.  The licensing requirement in this business is honored more in the breach than in the observance.


	
	
	

	· The issue of finders fees comes up often, sometimes for improper purposes (to renege on a finder’s fee agreement) and sometimes for legitimate purposes.
· Legitimate finders, such as investor relations companies, which sometimes makes introductions to good financing sources to their clients, or a consultant who is helping a small business issuer obtain financing to do an acquisition.

	
	
	

	· The use of finders is the rule, not the exception.


	
	
	

	· If a finder has acted as the agent of the investors and been compensated by them, he might be an investment adviser.
· The finder registration problem should be the finder’s problem, not the issuer's.  
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