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Introduced by M of A SCH MM NGER, LUPARDO, COOK, BLAKE -- Milti-Spon-
sored by -- M of A H KIND, SOLAGES, THH ELE -- read once and
referred to the Conmmttee on Econom c Devel oprment

AN ACT to anend the general business law, in relation to allow ng crowd-
funding with limted restrictions to assist start-ups with accessing
capi tal

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED | N SENATE AND ASSEM
BLY, DO ENACT AS FOLLOWE:

Section 1. The legislature finds that start-up conpanies are an i npor-
tant part of this state's econonmy. The legislature also finds that
start-ups have uni que chall enges when accessing capital. Crowdfunding
allows start-ups to raise noney through a significant nunber of inves-
tors. However, crowdfunding practices are burdened by registration
requi renents under New York state |law. Registration requirenments for
i ssuers of securities can be expensive and inconvenient for small offer-
ings facilitated through crowdfunding. Therefore, to assist start-ups
with accessing capital in an efficient and streanlined way, the |egisla-
ture finds t hat crowdf unding should be permtted with limted
restrictions.

S 2. The general business |law is anended by addi ng a new section 359-
ffff to read as foll ows:

S 359-FFFF. ACCESSI NG CAPI TAL EXEMPTI ONS. 1. ANY TRANSACTI ON RELATI NG
TO THE SALE OR OFFERI NG FOR SALE BY THE | SSUER OF A SECURITY SHALL BE
EXEMPT FROM THE PROVI SI ONS OF SUBDI VI SI ON ElI GHT OF SECTI ON THREE HUNDRED
FIFTY-NINE-E OF TH'S ARTICLE |F SUCH TRANSACTI ON MEETS THE FOLLOW NG
REQUI REMVENTS:

A. THE OFFERI NG | S CONDUCTED | N ACCORDANCE WTH THE REQUI REMENTS OF
PARAGRAPH ELEVEN OF SUBDI VI SION (A) OF SECTION THREE OF THE SECURI Tl ES
ACT OF 1933 AND THI' S SECTI ON. SECURI TI ES ARE OFFERED TO AND SOLD ONLY TO
PERSONS WHO ARE RESI DENTS OF THE STATE OF NEW YORK AT THE TIME OF
PURCHASE. PRIOR TO ANY OFFER OR SALE PURSUANT TO TH S EXEMPTI ON, THE

EXPLANATI ON- - Matter in I TALICS (underscored) is new, matter in brackets
[ ] is oldlawto be onmtted.
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SELLER SHALL OBTAI N DOCUMENTARY EVI DENCE FROM EACH PROSPECTI VE PURCHASER
THAT PROVI DES THE SELLER W TH A REASONABLE BASI S TO BELIEVE THAT SUCH
INVESTOR IS A RESIDENT OF THE STATE OF NEW YORK. SALES OF SECURI Tl ES
SHALL BE MADE ONLY BE ENTI TI ES ORGANI ZED AND DO NG BUSI NESS I N THE STATE
OF NEW YORK.

B. THE AGGREGATE PURCHASE PRI CE OF ALL SECURI TI ES SOLD BY THE | SSUER
PURSUANT TO THI S EXEMPTI ON DURI NG ANY TWELVE-MONTH PERIOD SHALL NOT
EXCEED ONE M LLION DOLLARS. SECURI TI ES SOLD BY THE | SSUER PURSUANT TO
OTHER AVAI LABLE EXEMPTI ONS SHALL NOT' COUNT AGAINST THE ONE M LLION
DOLLAR CAP.

C. THE AGGREGATE AMOUNT SCLD TO ANY | NVESTOR BY ANY ONE | SSUER DURI NG
THE TWELVE- MONTH PERI OD PRECEDI NG THE DATE OF SUCH TRANSACTI ON MAY NOT
EXCEED: (1) THE GREATER OF TWO THOUSAND DOLLARS OR FI VE PERCENT OF THE
ANNUAL | NCOVE OR NET WORTH OF SUCH | NVESTOR, AS APPL|I CABLE, |F EITHER
THE ANNUAL |INCOVE OR THE NET WORTH OF THE I NVESTOR IS LESS THAN ONE
HUNDRED THOUSAND DOLLARS; AND (I1) TEN PERCENT OF THE ANNUAL | NCOVE OR
NET WORTH OF SUCH |INVESTOR, AS APPLICABLE, NOI TO EXCEED A NAXI MUM
AGGREGATE AMOUNT SOLD OF ONE HUNDRED THOUSAND DOLLARS, |F EITHER THE
ANNUAL I NCOVE OR NET WORTH OF THE I NVESTOR |'S ONE HUNDRED THOUSAND
DOLLARS OR MCRE.

D. SECURI TIES MAY BE SOLD ONLY TO PERSONS VWHO SIGN THE FOLLOW NG
STATEMENT AT THE TIME OF SALE: "I ACKNOALEDGE THAT | AM INVESTING IN A
H GH Rl SK, SPECULATI VE BUSI NESS VENTURE, THAT | MAY LOSE ALL OF W
I NVESTMENT, AND THAT | CAN AFFORD THE LOSS OF MY | NVESTMENT. "

E. SALES OF SECURI TI ES MAY BE OFFERED THROUGH AN | NTERNET PORTAL WHI CH
REQUI RES AS A CONDI TI ON OF ENTRY TO THE PORTAL EVI DENCE OR CERTI FI CATI ON
OF RESIDENCY WTH N THE STATE OF NEW YORK. THE DEPARTMENT OF STATE NAY
| NSPECT AND REVI EW ANY SUCH WEBSI TE, AND AT THE TIME SUCH A WEBSITE
FIRST OFFERS | NVESTMENT OPPORTUNI TI ES TO NEW YORK STATE RESI DENTS, THE
VEEBSI TE OPERATOR SHALL | NFORM THE SECRETARY OF STATE OF THE EXI STENCE OF
THE WEBSI TE AND SHALL G VE THE DEPARTMENT ACCESS TO THE Sl TE.

F. THE | SSUER MUST REASONABLY BELI EVE THAT ALL PURCHASERS OF SECURI -
TI ES ARE PURCHASI NG FOR | NVESTMENT AND NOT FOR SALE | N CONNECTI ON WTH A
DI STRI BUTI ON OF THE SECURI TY.

G ATTEMPTED COWPLI ANCE W TH THE EXEMPTI ON PROVI DED BY THI S SECTI ON
DCES NOT' ACT AS AN EXCLUSI VE ELECTI ON. THE | SSUER MAY CLAIM ANY OTHER
APPLI CABLE EXEMPTI ON.

H FOR SO LONG AS ANY OF THE SECURI Tl ES | SSUED UNDER THE EXEMPTI ON ARE
OQUTSTANDI NG, THE | SSUER SHALL PROVI DE A QUARTERLY REPORT TO THE | SSUER S
SHAREHOLDERS BY MAKI NG SUCH REPORT PUBLI CLY ACCESSI BLE, FREE OF CHARGE,
AT THE | SSUER S | NTERNET WEBS| TE ADDRESS W TH A USER NAME AND PASSWORD
WTH N FORTY-FIVE DAYS OF THE END OF EACH FI SCAL QUARTER. THE REPORT
MUST CONTAI N THE FOLLOW NG | NFORVATI ON: (1) EXECUTI VE OFFI CER AND DI REC-
TOR COVPENSATI ON, | NCLUDI NG SPECI FI CALLY THE CASH COVPENSATI ON EARNED BY
THE EXECUTI VE OFFI CERS AND DI RECTORS SI NCE THE PREVI QUS REPORT AND ON AN
ANNUAL BASI'S, AND ANY BONUSES OR OTHER COWVPENSATI ON, | NCLUDI NG STOCK
OPTIONS OR OIHER RIGHTS TO RECEI VE EQUI TY SECURI TI ES OF THE | SSUER OR
ANY AFFI LI ATE OF THE | SSUER, RECEI VED BY THEM AND (11) A BRI EF ANALYSI S
BY MANAGEMENT OF THE | SSUER OF THE BUSI NESS OPERATI ONS AND FI NANCI AL
CONDI TI ON OF THE | SSUER.

. SECURITIES |SSUED PURSUANT TO A TRANSACTI ON DESCRIBED IN TH S
SECTI ON MAY NOT' BE TRANSFERRED BY THE PURCHASER OF SUCH SECURITIES
DURI NG A ONE- YEAR PERI CD BEG NNI NG ON THE DATE OF PURCHASE, UNLESS SUCH
SECURI TI ES ARE TRANSFERRED: (1) TO THE | SSUER OF THE SECURITIES; (11) TO
AN ACCREDI TED | NVESTOR;, (I11) AS PART OF A REQ STERED OFFERING OR (I1V)
TO A MEMBER OF THE FAMLY OF THE PURCHASER OR THE EQUI VALENT, OR IN
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CONNECTI ON W TH DEATH OR DI VORCE OR OTHER SI M LAR Cl RCUMSTANCES,
DI SCRETI ON OF THE DEPARTIMENT.

IN THE

2. THE DEPARTMENT MAY ADOPT RULES TO PROTECT | NVESTORS WHO PURCHASE

SECURI TI ES UNDER THI S SECTI ON.
S 3. This act shall take effect imediately.



