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17 p e r s o n ,  i n  c o n n e c t i o n  w i t h  t h e  o f f e r ,  sale, o r  p u r c h a s e  o f  a n y  

s e c u r i t y ,  d i r e c t l y  o r  i n d i r e c t l y

19 (1) t o  e m p l o y  a n y  d e v i c e ,  s c h e m e ,  o r  a r t i f i c e  to d e ­

f r a u d  ,

(2) t o  m a k e  a n y  u n t r u e  s t a t e m e n t  o f  a m a t e r i a l  f a c t  o r

t o  o m i t  t o  s t a t e  a m a t e r i a l  f a c t  n e c e s s a r y  i n  o r d e r  t o  m a k e  t h e

s t a t e m e n t s  m a d e ,  i n  t h e  l i g h t  o f  t h e  c i r c u m s t a n c e s  u n d e r  w h i c h  

t h e y  a r e  m a d e ,  n o t  m i s l e a d i n g ,  o r

(3) to e n g a g e  i n  a n y  act, p r a c t i c e ,  o r  c o u r s e  o f

b u s i n e s s  w h i c h  o p e r a t e s  o r  w o u l d  o p e r a t e  s a f r a u d  o r  d e c e i t

u p o n  a n y  p e r s o n .

S e c .  1 0 2  o A D V I S O R Y  A C T I V I T I E S .

(a) It is u n l a w f u l  f o r  a n y  p e r s o n  w h o  ’e c e i v e s  a n y  c o n s a d -
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b y  a s e c u r i t y  h o l d e r  o f  t h e  a s s i g n o r ;  but, i f  t h e  i n v e s t m e n t  

a d v i s e r  is a p a r t n e r s h i p ,  n o  a s s i g n m e n t  o f  a n  i n v e s t m e n t  a d v i s o r y  

c o n t r a c t  i s  c o n s i d e r e d  to r e s u l t  f r o m  t h e  d e a t h  o r  w i t h d r a w a l  o f  

a m i n o r i t y  o f  t h e  m e m b e r s  o f  t h e  i n v e s t m e n t  a d v i s e r  h a v i n g  o n l y  

a m i n o r i t y  i n t e r e s t  i n  t h e  b u s i n e s s  o f  t h e  i n v e s t m e n t  a d v i s e r ,  

o r  f r o m  t h e  a d m i s s i o n  t o  t h e  i n v e s t m e n t  a d v i s e r  o f  o n e  o r  m o r e  

m e m b e r s  w h o ,  a f t e r  a d m i s s i o n ,  w i l l  b e  o n l y  a m i n o r i t y  o f  the 

m e m b e r s  a n d  w i l l  h a v e  o n l y  a m i n o r i t y  i n t e r e s t  i n  t h e  b u s i n e s s .

(o) It is u n l a w f u l  f o r  a n y  i n v e s t m e n t  a d v i s e r  to t a k e  c r

h a v e  c u s t o d y  o f  a n y  s e c u r i t i e s  o r  f u n d s  o f  a n y  c l i e n t  if

(1) t h e  A d m i n i s t r a t o r  b y  r u l e  p r o h i b i t s  c u s t o d y ;  c r

(2) i n  t h e  a b s e n c e  o f  r u l e ,  t h e  i n v e s t m e n t  a d v i s e r  

f a i l s  to n o t i f y  t h e  A d m i n i s t r a t o r  t h a t  h e  h a s  o r  m a y  h a v e  

c u s t o d y ,,

P A R T  II

R E P I f f R A T I O N  O R  B R O K E R - D E A L E R S t 

A G E N T S , A N D  I N V E S T M E N T  A D V I S E R S  

S E C T I O N  201. R E G I S T R A T I O N  R E Q U I R E M E N T ♦

(a) It i s  u n l a w f u l  f o r  a n y  p e r s o n  t o  t r a n s a c t  b u s i n e s s  i n  

t h i s  s t a t e  a s  a b r o k e r - d e a l e r  o r  a g e n t  u n l e s s  h e  is r e g i s t e r e d  

under this act.

(b) It i s  u n l a w f u l  f o r  a n y  b r o k e r - d e a l e r  o r  i s s u e r  to

e m p l o y  a n  a g e n t  unless t h e  a g e n t  i s  r e g i s t e r e d .  T h e  r e g i s t r a­

t i o n  o f  a n  a g e n t  i s  n o t  e f f e c t i v e  d u r i n g  a n y  p e r i o d  w h e n  h e  is 

n o t  a s s o c i a t e d  w i t h  & p a r t i c u l a r  b r o k e r - d e a l e r  r e g i s t e r e d  u n d e r  

t h i s  a c t  o r  a p a r t i c u l a r  i s s u e r .  W h e n  a n  a g e n t  b s g i n s  o r  t e r­

m i n a t e s  a c o n n e c t i o n  w i t h  a b r o k e r - d e a l e r  o r  i s s u e r ,  o r  b e g i n s  

o r  t e r m i n a t e s  t h o s e  a c t i v i t i e s  w h i c h  m a k e  h i m  a n  a g e n t ,  t h e  

a g e n t  a s  w e l l  a s  t h e  b r o k e r - d e a l e r  o r  I s s u e r  s h a l l  p r o m p t l y
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n o t i f y  t h e  A d m i n i s t r a t o r .

(c) It i s  u n l a w f u l  f o r  a n y  p e r s o n  to t r a n s a c t  b u s i n e s s  i n  

t h i s  s t a t e  a s  a n  i n v e s t m e n t  a d v i s e r  u n l e s s  (l) h e  is so r e g i s­

t e r e d  u n d e r  t h i s  act, (2) h e  is r e g i s t e r e d  a s  a b r o k e r - d e a l e r  

w i t h o u t  t h e  i m p o s i t i o n  o f  a c o n d i t i o n  u n d e r  s e c t i o n  2 0 4  (b) (5)., 

o r  (3) h i s  o n l y  c l i e n t s  i n  t h i s  s t a t e  a r e  i n v e s t m e n t  c o m p a n i e s  

a s  d e f i n e d  i n  t h e  I n v e s t m e n t  C o m p a n y  A c t  o f  1 9 4 0  o r  i n s u r a n c e  

c o m p a n i e s .

(d) E v e r y  r e g i s t r a t i o n  e x p i r e s  o n e  y e a r  f r o m  i t s  e f f e c­

t i v e  d a t e  u n l e s s  r e n e w e d .  T h e  A d m i n i s t r a t o r  m a y  b y  r u l e  o r  

o r d e r  p r e p a r e  a n  i n i t i a l  s c h e d u l e  f o r  r e g i s t r a t i o n  r e n e w a l s  so 

t h a t  s u b s e q u e n t  r e n e w a l s  o f  r e g i s t r a t i o n s  e f f e c t i v e  o n  t h e  

e f f e c t i v e  d a t e  o f  t h i s  a c t  m a y  be s t a g g e r e d  b y  c a l e n d a r  m o n t h s ,  

f o r  t h i s  p u r p o s e  t h e  A d m i n i s t r a t o r  m a y  b y  r u l e  r e d u c e  t h e  r e g ­

i s t r a t i o n  f e e  p r o p o r t i o n a t e l y .

Section 202. REGISTRATION PROCEDURE.

(a) A broker-dealer, agent, or investment adviser may ob­

tain an initial or renewal registration by filing with the 

Administrator an application together with a consent to service 

of process pursuant to section $l4(g). The application shall 

contain whatever information the Administrator by rule requires 

concerning such matters as (l) the applicant's form and place 

of organization; (2) the applicant’s proposed method of doing 

business; (3) the qualifications and business history of the 

applicant; in the case of a broker-dealer or investment adviser, 

the qualifications and business history of any partner, officer, 

or director, any person occupying a similar status or performing 

similar functions, or any person directly or indirectly con­

trolling the broker-dealer or investment adviser; and, in the
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ease of an investment adviser., the qualifica tions and business 

h i story of any employee; (4) any injunc tion or administrative 

order or conviction of a m i s d e m e a n o r  involving a security or any 

aspect of the securities business and any conviction of a felony;! 

and (5) the applicant's financial condition and history. The 

Admini strator m a y  by rule or order require an applicant for 

initial re gistration to p u b l i s h  an announcement of t h e  applica­

tion in one or more specified n ews papers published in V i s  

state. If no denial order is in effect and no proc ee d i n g  is 

pe n d i n g  under section 204, registrati on becomes effective at 

noon of the thirtieth day after an a p plication is filed. The 

A d m inistra tor m a y  by rule or order specify an earlier effective 

date, and he m a y  by order d e f e r  the effective date until noon 

of the thirtie th d a y  after the filing of any amendment. R e g i s­

tration of a b r o ker-dealer  a u t oma tically constitutes r e g i s t r a­

tion of any agent who is a partner, officer, or director, or a 

p e r s o n  occup ying a similar status or perfor m i n g  similar 

f u n c t i o n s .

(b) Every applicant for initial or renewal registration 

shall p a y  a filing fee of $ 1 0 0 in the case of a broker-dealer, 

$ 5 0 . 0 0  in the case of an agent, and $ 5 0 . 0 0  in the case of an 

investment adviser. When applic a t i o n  is denied or withdrawn, 

the A d m i nistrator shall retain $ 1 0 . 0 0  of the fee.

(c) A registered broker - d e a l e r  or investment adviser may 

file an appli c a t i o n  for r e gistra tion of a successor, w h ether or 

not the successor is then in existence, f r the unexpired p o r­

tion of the year. There shall be no filinr fee.-

(d) The Administr ator m a y  by rule reqJi^e a m i n i m u m  c a p­

ital for registered b r o k er-dea lers and inves ment advisers.
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( e )  Th e  Ai  k  A  1 v «’ • >■ m a y  by r-u t* re r e s i s t  er»= v

b r o k e r - d e a l e r s ,  a g e n t ? ,  avid invesi.mes ’ ad vie: r ^  to p o s t  •surety 

h, n d o  i n  a m o u n t s  u p  t ;• $ 1 0 , 0 0 0 ,  a n d  m s y  d e t e r m i n e  t h e i r  o • n d l -  

t i o n © , Any a p p r o p r i a t e  d e p o s i t  o f  c a s h  c r  se ur.ities sha l l  be 

a c c e p t e d  i n  l i e u  o r  a n y  b o n d s  s o  r e q u i r e d .  h  b o n d  m a y  b e  re- 

qiii.ir.p'd o f  a n y  r e g i s t r a n t  w h o s e  net capital., w h i c h  m a y  be 

defined, by r u l e ,  exceeds} $ 2 5 * 0 0 0 .  E v e r y  b e n d  s h a l l  p r o v i d e  f o r  

s w i f t h e r e o n  b y  a n y  p e r s o n  w h o  h a s  a c a u s e  o f  a c t i o n  u n d e r
/p

s e c t i o n  f i l O  and, i f  t h e  Adm.inis t ra t o r h7 ru l e  o r  o r d e r  r e q u i r e s ,  

by a n y  p e r s o n  w h o  h a s  a c a u s e  o f  a c t i o n  not a r i s i n g  u n d e r  (hia 

act. E v e r y  b o n d  shall p r o v i d e  that n o  s- m a y  be m a i n t a i n e d  

•'•o e n f o r c e  a n y  l i a b i l i t y  c n  t h e  b o n d  u n l e s s  w r o u g h t  w i t h i n  t w o  

year--, a f t e r  the s a l e  o r  o t h e r  a c t  u p o n  w h i t e  it is based..

S e e  t i o n  203. I f- ̂ - R E G I S T R A T I O N  PH.T/I" M N S .

(a) E v e r y  r e g i s t e r e d  b r o k e r - d e a l e r  a n d  i n v e s t m e n t  a d v i s e r  

tea'll m a k e  and, k e e p  s ;;ch a c c o u n t s ,  o o r r e s p a n *  1 e n o e , m e m o r a n d a , 

p a p e r s ,  books,and. o t h e r  r e c o r d s  a s  t h e  A d m i n i s t r a t o r  by r u l e  

p r e s c r i b e s .  All r e c o r d s  so r e q u i r e d  s h a l l  be p r e s e r v e d  r 

t e r e s  y e a r s  u n l e s s  t h e  A d r a i n i s t r a t o r  b y  r u l e  p r e s c r i b e s  O t h e r ­

w i s e  f o r  p a r t i c u l a r  t y p e s  o f  r e c o r d s .

(b) E v e r y  r e g i s t e r e d  b r o k e r - d e a l e r  a n d  i n v e s t m e n t  a d v i s e r  

shall, f i l e  s u c h  f i n a n c i a l  r e p o r t s  a s  t h e  Adnri ni s t r a t o r  by r u l e  

p r e s c r i b e s .

(c) If t h e  i n f o r m a t i o n  c o n t a i n e d  i n  a n y  d o c u m e n t  f i l e d  

w i t h  t h e  A d r o i n i s t r a t o r  i s  o r  b e c o m e s  i n a c c u r a t e  o r  i n c o m p l e t e  in 

a n y  m a t e r i a l  r e s p e c t ,  t h e  r e g i s t r a n t  s h a l l  p r o m p t l y  f i l e  a 

c o r r e c t i n g  a m e n d m e n t  u n l e s s  n o t i f i c a t i o n  o f  t h e  c o r r e c t i o n  h a s  

b e e n  g i v e n  u n d e r  P a c t i o n  2 0 1 ( b ) .

(d) A l l  the r e c o r d s  r e f e r r e d  t o  i n  s u b s e c t i o n  (a) a r e
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subject at any time or from time to time to such reasonable 

periodic, special, or other exami nations by representatives of 

the Administrator, w i t h i n  or without this state, as the A d m i n i s­

trator deems necessary or appropriate in the public interest or 

for the protec t i o n  of investors. For the purpose of avoiding 

unnecessary d u p l i c a t i o n  of examinations, the Administrator, i n­

sofar as he deems it practi c a b l e  in a dministering this subsec­

tion, m a y  cooperate w i t h  the securities administrators of other 

states, the Securities and Exchange Commission, and any national 

securities exchange or national securities association r e g i s­

tered under the Securities Exchange Act of 1934.

Section 204, DENIAL, REVOCATION, SUSPENSION, CANCELLATION, 

AND W I T H D R A W A L  OF R E G I S T R A T I O N .

(a) The A d m in istrator m a y  by order deny, suspend, or r e­

voke any regis tration if he finds (l) that the order is in the 

public Interest and (2) that the applicant or registrant or, in 

the case of a brok er - d e a l e r  or investment adviser, any partner, 

officer, or director, any p e r s o n  o ccupying a similar status or 

pe r f o r m i n g  similar functions, or any p e r s o n  directly or i n d i r­

ectly controlling the broke r - d e a l e r  or investment adviser

(A) has filed an app li c a t i o n  for registration w h i c h  as 

of its effective date, or as of any date after filing in the 

case of an order d e nying effectiveness, was incomplete in any 

materia l respect or contained any statement which was, in light 

of the circumstances under w hich it wa s made, false or m i s­

leading with respect to any material facts

(B) has willfully violated or w i l l fully failed to c o m­

ply w i t h  any p r o v i s i o n  of this act or a pr edec e s s o r  act or any 

rule or order under this act or a prede c e s s o r  act;
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(C) h a s  b e e n  c o n v i c t e d ,  w i t h i n  t h e  p a s t  t e n  y e a r s ,  o f  

a n y  m i s d e m e a n o r  i n v o l v i n g  a s e c u r i t y  o r  a n y  a s p e c t  o f  t h e  s e c u r­

i t i e s  b u s i n e s s ,  o r  a n y  f e l o n y ;

(D) i s  p e r m a n e n t l y  o r  t e m p o r a r i l y  e n j o i n e d  b y  a n y  

c o u r t  o f  c o m p e t e n t  j u r i s d i c t i o n  from, e n g a g i n g  i n  o r  c o n t i n u i n g  

a n y  c o n d u c t  o r  p r a c t i c e  i n v o l v i n g  a n y  a s p e c t  o f  t h e  s e c u r i t i e s  

b u s i n e s s ;

(E) i s  t h e  s u b j e c t  o f  a n  o r d e r  t h e  A d m i n i s t r a t o r  

d e n y i n g ,  s u s p e n d i n g ,  o r  r e v o k i n g  r e g i s t r a t i o n  a s  a b r o k e r - d e a l e r ,  

a g e n t ,  o r  I n v e s t m e n t  a d v i s e r ;

(F) i s  t h e  s u b j e c t  o f  a n  o r d e r  e n t e r e d  w i t h i n  t h e  p a s t

f i v e  y e a r s  b y  t h e  s e c u r i t i e s  a d m i n i s t r a t o r  o f  a n y  o t h e r  s t a t e  o r

b y  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n  d e n y i n g  o r  r e v o k i n g  

r e g i s t r a t i o n  a s  a b r o k e r - d e a l e r ,  agent, o r  i n v e s t m e n t  a d v i s e r ,  o r  

t h e  s u b s t a n t i a l  e q u i v a l e n t  o f  t h o s e  t e r r m  a s  d e f i n e d  i n  t h i s  

act, o r  i s  t h e  s u b j e c t  o f  a n  o r d e r  o f  t h e  S e c u r i t i e s  a n d  E x c h a n g e  

C o m m i s s i o n  s u s p e n d i n g  o r  e x p e l l i n g  h i m  f r o m  a n a t i o n a l  s e c u r i­

t i e s  e x c h a n g e  o r  n a t i o n a l  s e c u r i t i e s  a s s o c i a t i o n  r e g i s t e r e d  

u n d e r  t h e  S e c u r i t i e s  E x c h a n g e  A c t  o f  193^-, o r  is t h e  s u b j e c t  o f

a U n i t e d  S t a t e s  P o s t  O f f i c e  f r a u d  o r d e r ;  b u t  (i) t h e  A d m i n i s­

t r a t o r  m a y  n o t  i n s t i t u t e  a r e v o c a t i o n  o r  s u s p e n s i o n  p r o c e e d i n g  

u n d e r  c l a u s e  (F) m o r e  t h a n  o n e  y e a r  f r o m  t h e  d a t e  o f  t h e  o r d e r  

r e l i e d  on, a n d  (ii.) h e  m a y  n o t  e n t e r  a n  o r d e r  u n d e r  c l a u s e  ( F )  

o n  t h e  b a s i s  o f  a n  o r d e r  u n d e r  a n o t h e r  s t a t e  a c t  u n l e s s  t h a t  

o r d e r  w a s  b a s e d  o n  f a c t s  w h i c h  w o u l d  c u r r e n t l y  c o n s t i t u t e  a 

g r o u n d  f o r  a n  o r d e r  u n d e r  t h i s  s e c t i o n ;

(G) h a s  e n g a g e d  i n  d i s h o n e s t  o r  u n e t h i c a l  p r a c t i c e s

i n  t h e  s e c u r i t i e s  b u s i n e s s ;

(H) i s  i n s o l v e n t ,  e i t h e r  i n  t h e  s e n s e  t h a t  h i s  l i a b i l -
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ities exceed his assets or in the sense that he cannot meet his 

obligations as they mature; but the Administrator may not enter 

an order against a broker-dealer or investment adviser under 

this clause without a finding of insolvency as to the broker- 

dealer or investment adviser; or

(i) is not qualified on the basis of such factors as 

training, experience, and knowledge of the securities business, 

except as otherwise provided in subsection (b).

The Administrator may by order deny, suspend, or revoke

a n y  registration if he finds (l) that the order is in the public

interest and (2) that the applicant or registrant

(J) has failed reasonably to supervise his agents if 

he is a broker-dealer or his employees if he is an investment 

adviser; or

(K) has failed to pay the proper filing fee; but the 

Administrator may enter only a denial order under this clause, 

and he shall vacate any such order when the deficiency has been 

corrected.

The Administrator may not institute a suspension or revoca­

tion proceeding on the basis of a fact or transaction known to

him when registration became effective unless the proceeding is 

instituted within the next thirty days.

(b) The following provisions govern the application of 

section 204(a) (2) (l)s

(1) The Administrator may not enter an order against a 

broker-dealer on the basis of the lack of qualification of any 

person other than (A) the broker-dealer himself if he is an 

individual or (B) an agent of the broker-dealer.

(2) The Administrator may not enter an order against 
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a n  i n v e s t m e n t  a d v i s e r  o n  .he b a s i s  oi the lack o f  q u a l i f i c a t i o n  

o f  a n y  p e r s o n  o t h e r  t h a n  'A )  t h e  ' i n v e s t m e n t  a d v i s e r  h i m s e l f  i f  

h e  i s  a n  i n d i v i d u a l  o r  ( E '  a n y  o t h e r  p e r s o n  who r e p r e s e n t s  t h e  

i n v e s t m e n t  a d v i s e r  i n  d o i n g  a n y  o f  the acts w h i c h  make h im  an  

i n v e s t m e n t  a d v i s e r .

• (3) The A d m i n i s t r a t o r  may n o t  e n t e r  an  o r d e r  s o l e l y  o n  

t h e  b a s i s  o f  l a c k  o f  e x p e r i e n q e  i f  t h e  a p p l i c a n t  o r  r e g i s t r a n t  

i s  q u a l i f i e d  b y  t r a i n i n g  o r  k n o w l e d g e  o r  b o t h .

(4) The  A d m i n i s t r a t o r  s h a l l  c o n s i d e r  t h a t  an  a g e n t  

who w i l l  w o r k  u n d e r  t h e  s u p e r v i s i o n  o f  a r e g i s t e r e d  b r o k e r -
i

d e a l e r  n e e d  n o t  h a v e  t h e  same q u a l i f i c a t i o n s  a s  a b r o k e r - d e a l e r .

(5) The  A d m i n i s t r a t o r  s h a l l  c o n s i d e r  t h a t  an  i n v e s t ­

m e n t  a d v i s e r  i s  n o t  n e c e s s a r i l y  q u a l i f i e d  s o l e l y  o n  t h e  b a s i s  

o f  e x p e r i e n c e  a s  a b r o k e r - d e a l e r  o r  a g e n t .  When h e  f i n d s  t h a t  

a n  a p p l i c a n t  f o r  i n i t i a l  o r  r e n e w a l  r e g i s t r a t i o n  a s  a b r o k e r -  

d e a l e r  i s  n o t  q u a l i f i e d  a s  a n  i n v e s t m e n t  a d v i s e r ,  h e  may b y  

o r d e r  c o n d i t i o n  t h e  a p p l i c a n t ’ s  r e g i s t r a t i o n  a s  a b r o k e r - d e a l e r
I

u p o n  h i s  n o t  t r a n s a c t i n g  b u s i n e s s i i n  t h i s  s t a t e  a s  an i n v e s t m e n t  

a d v i s e r .  i i

( 6 )  The A d m i n i s t r a t o r  may by  r u l e  p r o v i d e  f o r  an  e x ­

a m i n a t i o n ,  w h i c h  may b e  w r i t t e n  o r  oral o r  b o t h ,  t o  b e  t a k e n  b y  

a n y  c l a s s  o f  o r  a l l  a p p l i c a n t s ,  a s  well a s  p e r s o n s  who r e p r e s e n t ­

o r  w i l l  r e p r e s e n t  a n  i n v e s t m e n t  a d v i s e r  i n  d o i n g  a n y  o f  t h e  a c t s  

w h i c h  make h im  a n  i n v e s t m e n t  a d v i s e r .

( e )  The  A d m i n i s t r a t o r  may by o r d e r  s u m m a r i l y  p o s t p o n e  o r  

s u s p e n d  r e g i s t r a t i o n  p e n d i n g  f i n a l  d e t e r m i n a t i o n  o f  a n y  p r o ­

c e e d i n g  u n d e r  t h i s  s e c t i o n .  Upon t h e  e n t r y  o f  t h e  o r d e r ,  t h e  

A d m i n i s t r a t o r  s h a l l  p r o m p t l y  n o t i f y  t h e  a p p l i c a n t ,  o r  r e g i s ­

t r a n t ,  a s  w e l l  a s  t h e  e m p l o y e r  |or; p r o s p e c t i v e  e m p l o y e r  i f  t h e
l
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a p p l i c a n t  o r  registrant, i s  a n  a g e n t ,  t h a t  it h a s  b e e n  e n t e r e d  

a n d  o f  t h e  r e a s o n s  t h e r e f o r  a n d  t h a t  w i t h i n  f i f t e e n  d a y s  a f t e r  

t h e  r e c e i p t  o f  a w r i t t e n  r e q u e s t  t h e  m a t t e r  w i l l  b e  set d o w n  

f o r  h e a r i n g .  I f  n o  h e a r i n g  i s  r e q u e s t e d  a n d  n o n e  i s  o r d e r e d  b y  

t h e  A d m i n i s t r a t o r ,  t h e  o r d e r  w i l l  r e m a i n  i n  e f f e c t  u n t i l  it is 

m o d i f i e d  o r  v a c a t e d  b y  t h e  A d m i n i s t r a t o r .  I f  a h e a r i n g  i s  r e ­

q u e s t e d  o r  o r d e r e d ,  t h e  A d m i n i s t r a t o r ,  a f t e r  n o t i c e  o f  a n d  o p p o r ­

t u n i t y  f o r  h e a r i n g ,  m a y  m o d i f y  o r  v a c a t e  t h e  o r d e r  o r  e x t e n d  it 

u n t i l  f i n a l  d e t e r m i n a t i o n .

(d) If t h e  A d m i n i s t r a t o r  f i n d s  t h a t  a n y  r e g i s t r a n t  o r  

a p p l i c a n t  f o r  r e g i s t r a t i o n  i s  n o  l o n g e r  i n  e x i s t e n c e  o r  h a s  

c e a s e d  t o  d o  b u s i n e s s  a s  a b r o k e r - d e a l e r ,  a g e n t  o r  i n v e s t m e n t  

a d v i s e r ,  o r  is s u b j e c t  t o  a n  a d j u d i c a t i o n  o f  m e n t a l  i n c o m p e t e n c e  

o r  to t h e  c o n t r o l  o f  a c o m m i t t e e ,  c o n s e r v a t o r ,  o r  g u a r d i a n ,  o r  

c a n n o t  be l o c a t e d  a f t e r  r e a s o n a b l e  s e a r c h ,  t h e  A d m i n i s t r a t o r  m a y  

b y  o r d e r  c a n c e l  t h e  r e g i s t r a t i o n  o r  a p p l i c a t i o n ,

(e) W i t h d r a w a l  f r o m  r e g i s t r a t i o n  a s  a b r o k e r - d e a l e r ,  a g e n t ,  

o r  i n v e s t m e n t  a d v i s e r  b e c o m e s  e f f e c t i v e  t h i r t y  d a y s  a f t e r  r e ­

c e i p t  o f  a n  a p p l i c a t i o n  t o  w i t h d r a w  o r  w i t h i n  s u c h  s h o r t e r  p e r i o d  

o f  t i m e  a s  t h e  A d m i n i s t r a t o r  m a y  d e t e r m i n e ,  u n l e s s  a r e v o c a t i o n  

o r  s u s p e n s i o n  p r o c e e d i n g  i s  p e n d i n g  w h e n  t h e  a p p l i c a t i o n  i s  f i l e d  

o r  a p r o c e e d i n g  t o  r e v o k e  o r  s u s p e n d  o r  t o  i m p o s e  c o n d i t i o n s  

u p o n  t h e  w i t h d r a w a l  i s  i n s t i t u t e d  w i t h i n  t h i r t y  d a y s  a f t e r  t h e  

a p p l i c a t i o n  i s  f i l e d .  If a p r o c e e d i n g  i s  p e n d i n g  o r  i n s t i t u t e d ,  

w i t h d r a w a l  b e c o m e s  e f f e c t i v e  at s u c h  t i m e  a n d  u p o n  s u c h  c o n d i­

t i o n s  a s  t h e  A d m i n i s t r a t o r  b y  o r d e r  determ:.nes. If n o  p r o c e e d i n g  

i s  p e n d i n g  o r  i n s t i t u t e d  a n d  w i t h d r a w a l  a u t o m a t i c a l l y  b e c o m e s  

e f f e c t i v e ,  t h e  A d m i n i s t r a t o r  m a y  n e v e r t h e l e s s  i n s t i t u t e  a r e v o c a­

t i o n  o r  s u s p e n s i o n  p r o c e e d i n g  u n d e r  s e c t i o n  I i 4 ( a )  (2) (b ) w i t h -  
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i n  o n e  y e a r  a f t e r  w i t h d r a w a l  b e c a m e  e f f e c t i v e  a n d  e n t e r  a  

r e v o c a t i o n  o r  s u s p e n s i o n  o r d e r  a s  o f  t h e  l a s t ;  d a t e  o n  w h i c h  r e g ­

i s t r a t i o n  w a s  e f f e c t i v e .

( f )  No o r d e r  m a y  b e  e n t e r e d  u n d e r  a n y  p a r t  o f  t h i s  s e c t i o n  

e x c e p t  t h e  f i r s t  s e n t e n c e  o f  s u b s e c t i o n  ( c )  w i t h o u t  ( l )  a p p r o ­

p r i a t e  p r i o r  n o t i c e  t o  t h e  a p p l i c a n t  o r  r e g i s t r a n t  ( a s  w e l l  a s  t h e  

e m p l o y e r  o r  p r o s p e c t i v e  e m p l o y e r  i f  t h e  a p p l i c a n t  o r  r e g i s t r a n t  

i s  a n  a g e n t ) ,  ( 2 )  o p p o r t u n i t y  f o r  h e a r i n g ,  a n d  ( 3 )  w r i t t e n  f i n d ­

i n g s  o f  f a c t  a n d  c o n c l u s i o n s  o f  l a w .

P A R T  I I I  /

R E G IS T R A T IO N  O F  S E C U R I T I E S  

S e c t i o n  3 0 1 .  R E G I S T R A T IO N  R E Q U IR E M E N T .  I t  i s  u n l a w f u l  f o r  

a n y  p e r s o n  t o  o f f e r  o r  s e l l  a n y  s e c u r i t y  i n  t h i s  s t a t e  u n l e s s

( l )  i t  i s  r e g i s t e r e d  u n d e r  t h i s  a c t  o r  ( 2 )  t h e  s e c u r i t y  o r  

t r a n s a c t i o n  i s  e x e m p t e d  u n d e r  s e c t i o n  4 0 2 .

S e c t i o n  3 0 2 .  R E G IS T R A T IO N  B Y  N O T IF IC A T IO N .

( a )  T h e  f o l l o w i n g  s e c u r i t i e s  m a y  b e  r e g i s t e r e d  b y  n o t i f i ­

c a t i o n ,  w h e t h e r  o r  n o t  t h e y  a r e  a l s o  e l i g i b l e  f o r  r e g i s t r a t i o n  b y  

c o o r d i n a t i o n  u n d e r  s e c t i o n  3 0 3 s

( 1 )  a n y  s e c u r i t y  w h o s e  i s s u e r  a n d  a n y  p r e d e c e s s o r s  

h a v e  b e e n  i n  c o n t i n u o u s  o p e r a t i o n  f o r  a t  l e a s t  f i v e  y e a r s  i f

( A )  t h e r e  h a s  b e e n  n o  d e f a u l t  d u r i n g  t h e  c u r r e n t  f i s c a l  y e a r  o r  

w i t h i n  t h e  t h r e e  p r e c e d i n g  f i s c a l  y e a r s  i n  t h e  p a y m e n t  o f  p r i n ­

c i p a l ,  i n t e r e s t ,  o r  d i v i d e n d s  o n  a n y  s e c u r i t y  o f  t h e  i s s u e r  ( o r  

a n y  p r e d e c e s s o r )  w i t h  a  f i x e d  m a t u r i t y  o r  a  f i x e d  i n t e r e s t  o r  

d i v i d e n d  p r o v i s i o n ,  a n d  ( b ) t h e  i s s u e r  a n d  a n y  p r e d e c e s s o r  d u r ­

i n g  t h e  p a s t  t h r e e  f i s c a l  y e a r s  h a v e  h a d  a v e r a g e  n e t  e a r n i n g s ,  

d e t e r m i n e d  i n  a c c o r d a n c e  w i t h  g e n e r a l l y  a c c e p t e d  a c c o u n t i n g  

p r a c t i c e s ,  ( i )  w h i c h  a r e  a p p l i c a b l e  t o  a l l  s e c u r i t i e s  w i t h o u t  a
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f i x e d  m a t u r i t y  or  a f i x e d  i n t e r e s t  or d i v i d e n t  p r o v i s i o n  o u t s t a n d­

ing at the d a t e  the r e g i s t r a t i o n  s t a t e m e n t  is f i led and e q u a l  at 

l e a s t  fi v e  percent, of  the a m o u n t  of s u c h  o u t s t a n d i n g  s e c u r i t i e s  

(as m e a s u r e d  b y  the m a x i m u m  o f f e r i n g  p r i c e  o r  the m a r k e t  p r i c e  on 

a day, s e l e c t e d  b y  t h e  r e g i s t r a n t , w i t h i n  t h i r t y  d a y s  b e f o r e  the 

d a t e  of  f i l i n g  t h e  r e g i s t r a t i o n  s t a t e m e n t ,  w h i c h e v e r  is higher, 

o r  b o o k  v a l u e  o n  a day, s e l e c t e d  by the r e g i s t r a n t ,  w i t h i n  n i n e t y  

d a y s  of the d a t e  o f  f i l i n g  the r e g i s t r a t i o n  s t a t e m e n t  to the e x­

ten t  th a t  t h e r e  is n e i t h e r  a r e a d i l y  d e t e r m i n a b l e  m a r k e t  p r i c e  

n o r  a c a s h  o f f e r i n g  p r i c e ) ,  or (ii) wh i c h ,  if the i s s u e r  and a n y  

p r e d e c e s s o r s  h a v e  n o t  h a d  any' s e c u r i t y  o f  the type s p e c i f i e d  in 

c l a u s e  (i) o u t s t a n d i n g  f o r  t h r e e  f u l l  f i s c a l  years, e q u a l  at 

l e a s t  fi v e  p e r c e n t  o f  the a m o u n t  (as m e a s u r e d  i n  c l a u s e  (i)) of 

al l  s e c u r i t i e s  w h i c h  w i l l  be o u t s t a n d i n g  if all the s e c u r i t i e s  

b e i n g  o f f e r e d  or  p r o p o s e d  to be o f f e r e d  ( w h e t h e r  o r  not t h e y  are 

p r o p o s e d  to be r e g i s t e r e d  o r  o f f e r e d  i n  t h i s  state) are issued;

(2) a n y  s e c u r i t y  (o t h e r  t h a n  a c e r t i f i c a t e  of i n t e r e s t  

o r  p a r t i c i p a t i o n  in  a n  oil, g a s  o r  m i n i n g  t i t l e  or l e a s e  c r  in 

p a y m e n t s  out of p r o d u c t i o n  u n d e r  s u c h  a t i t l e  or le a s e )  r e g i s­

tered f o r  n o n - i s s u e r  d i s t r i b u t i o n  if (a ) a n y  s e c u r i t y  of the 

same c l ass h a s  e v e r  b e e n  r e g i s t e r e d  u n d e r  t h i s  act o r  p r e d e­

ce s s o r  act, or  (B) t h e  s e c u r i t y  b e i n g  r e g i s t e r e d  w a s  o r i g i n a l l y  

i s s u e d  p u r s u a n t  to an  e x e m p t i o n  u n d e r  t h i s  act o r  a p r e d e c e s s o r  

a c t .

(b) A r e g i s t r a t i o n  s t a t e m e n t  u n d e r  t h i s  s e c t i o n  shall 

c o n t a i n  the f o l l o w i n g  i n f o r m a t i o n  and be a c o m p a n i e d  by t h e  f o l­

l o w i n g  d o c u m e n t s  i n  a d d i t i o n  to the informs, ;ion s p e c i f i e d  i n  

s e c t i o n  3 0 5 (c) and t h e  c o n s e n t  to s e r v i c e  u f  p r o c e s s  r e q u i r e d  

b y  s e c t i o n  4 l 4  (g)s 
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(1) a statement d e m o n s t r a t i n g  eligibility for r e g i s­

tration by notification;

(2) with respect to the issuer and any significant 

subsidiary: its name, address, and form of organization; the 

state (or foreign jurisdiction) and the date of its organization; 

and the general character and location of its business;

(3) with respect to any p e rson on whose behalf any 

part of the offering is to be made in a non-i ssuer distribution: 

his name and address; the amount of securities of the issuer 

held by him as of the date of the filing of the registration 

statement; and a statement of his reasons for m a k i n g  the o f f e r­

ing;

(4) a d e s c r i p t i o n  of the security being registered;

(5) the i n formatio n and d o c u ments specified in clauses

(8), (10), and (12) of section 304(b); and

(6) in the case of any registration  under section 

3 0 2 (a) (2) which does not also satisfy the conditions of section 

3 0 2 (a) (1), a balance sheet of the Issuer as of a date within 

four m ont hs p r i o r  to the filing of the registratio n statement, 

and a summary of earnings for each of the two fiscal years p r e­

ceding the date of the balance sheet and for any period between 

the close of the last fiscal year and the date of the balance 

sheet, or for the period of the issuer's and any predecessor's 

existence if less than two years.

(c) If no stop order is in effect and no p r oceeding is 

p e n d i n g  under section 3 0 6 , a r e gist ration statement under this 

section a u t omat ically becomes effective at three o 'clock P a c i f i c  

Standard Time in the afternoo n of the second full business day 

a fter the filing of the r e gistrati on statement or the last a m e n d -
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ment, or  at su c h  e a r l i e r  ti m e  as the A d m i n i s t r a t o r  d e t e r m i n e s .

S e c t i o n  303. R E G I S T R A T I O N  B Y  C O O R D I N A T I O N .

(a) A n y  s e c u r i t y  f o r  w h i c h  a r e g i s t r a t i o n  s t a t e m e n t  h a s  

b e e n  f i l e d  u n d e r  t h e  S e c u r i t i e s  Act of  1.933 in c o n n e c t i o n  w i t h  

the same o f f e r i n g  m a y  be r e g i s t e r e d  by coordi n a t i o n .

(b) A r e g i s t r a t i o n  s t a t e m e n t  u n d e r  t h i s  s e c t i o n  s h all c o n­

tain the f o l l o w i n g  i n f o r m a t i o n  and be a c c o m p a n i e d  by the f o l l o w­

in g  d o c u m e n t s  in a d d i t i o n  to the i n f o r m a t i o n  specified in s e c­

ti o n  3 0 5 ( c )  and the c o n s e n t  to s e r v i c e  of  p r o c e s s  r e q u i r e d  by 

s e c t i o n  4 l 4 ( g ) 2
(1) t h r e e  c o p i e s  o f  the l a t e s t  f o r m  of p r o s p e c t u s  

f i l e d  u n d e r  the S e c u r i t i e s  Act o f  1933;

(2) i f  t h e  A d m i n i s t r a t o r  b y  r u l e  o r  o t h e r w i s e  requires, 

a c o p y  o f  the a r t i c l e s  o f  i n c o r p o r a t i o n  and b y - l a w s  (or t h e i r  

s u b s t a n t i a l  e q u i v a l e n t s )  c u r r e n t l y  i n  effect, a c o p y  of any 

a g r e e m e n t s  w i t h  o r  a m o n g  u n d e r w r i t e r s ,  a c o p y  of  a n y  i n d e n t u r e  

o r  o t h e r  i n s t r u m e n t  g o v e r n i n g  the i s s u a n c e  of  the s e c u r i t y  to be 

r e g i s t e r e d ,  and a s p e c i m e n  or  c o p y  of  the security;

(3) i f  t h e  A d m i n i s t r a t o r  r e q u e s t s ,  a n y  o t h e r  i n f o r m a­

tion, o r  c o p i e s  o f  a n y  o t h e r  d o c u m e n t s ,  f i l e d  u n d e r  the S e c u r i­

ti e s  Act of 1933; and

(4) a n  u n d e r t a k i n g  to f o r w a r d  all f u t u r e  a m e n d m e n t s  to 

t h e  f e d e r a l  p r o s p e c t u s ,  o t h e r  t h a n  a n  a m e n d m e n t  w h i c h  m e r e l y  

d e l a y s  the e f f e c t i v e  d a t e  of  the r e g i s t r a t i o n  sta t e m e n t ,  p r o m p t l y  

and i n  a n y  e v e n t  n o t  l a t e r  t h a n  the f i r s t  b u s i n e s s  d a y  a f t e r  the 

d a y  t h e y  are f o r w a r d e d  to or  f i l e d  w i t h  t h e  S e c u r i t i e s  and E x­

cha n g e  C o m m i s s i o n ,  w h i c h e v e r  f i r s t  occurs.

(c) A r e g i s t r a t i o n  s t a t e m e n t  u n d e r  t h i s  s e c t i o n  a u t o m a t i­

ca l l y  b e c o m e s  e f f e c t i v e  at t h e  m o m e n t  the f e d e r a l  r e g i s t r a t i o n  

S B  #  24 -15-



1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

10

17

18

19

20

21

22

23

24

25

26

27

28

29

s t a t e m e n t  b e c o m e s  e f f e c t i v e  i f  a l l  t h e  following c o n d i t i o n s  a r e  

s a t i s f i e d ;  (l) n o  s t o p  o r d e r  is i n  e f f e c t  a n d  n o  p r o c e e d i n g  is 

p e n d i n g  u n d e r  s e c t i o n  3 0 6 ; (2) t h e  r e g i s t r a t i o n  s t a t e m e n t  h a s  

b e e n  o n  f i l e  w i t h  t h e  A d m i n i s t r a t o r  f o r  at l e a s t  t e n  d a y s ;  a n d

(3) a s t a t e m e n t  o f  t h e  m a x i m u m  a n d  m i n i m u m  p r o p o s e d  o f f e r i n g  

p r i c e s  a n d  t h e  m a x i m u m  u n d e r w r i t i n g  d i s c o u n t s  a n d  c o m m i s s i o n s  

h a s  b e e n  o n  f i l e  f o r  t w o  f u l l  b u s i n e s s  d a y s  o r  s u c h  s h o r t e r  p e r ­

i o d  a s  t h e  A d m i n i s t r a t o r  p e r m i t s  b y  r u l e  o r  o t h e r w i s e  a n d  t h e  

o f f e r i n g  i s  m a d e  w i t h i n  t h o s e  l i m i t a t i o n s .  T h e  r e g i s t r a n t  s h a l l  

p r o m p t l y  n o t i f y  t h e  A d m i n i s t r a t o r  b y  t e l e p h o n e  o r  t e l e g r a m  o f  

t h e  d a t e  a n d  t i m e  w h e n  t h e  f e d e r a l  r e g i s t r a t i o n  s t a t e m e n t  b e ­

c a m e  e f f e c t i v e  a n d  t h e  c o n t e n t  o f  t h e  p r i c e  a m e n d m e n t ,  i f  any, 

a n d  s h a l l  p r o m p t l y  f i l e  a p o s t - e f f e c t i v e  a m e n d m e n t  c o n t a i n i n g  

t h e  i n f o r m a t i o n  a n d  d o c u m e n t s  in t h e  p r i c e  a m e n d m e n t .  " P r i c e  

a m e n d m e n t "  m e a n s  t h e  f i n a l  f e d e r a l ,a m e n d m e n t  w h i c h  i n c l u d e s  a 

s t a t e m e n t  o f  t h e  o f f e r i n g  p r i c e ,  u n d e r w r i t i n g  a n d  s e l l i n g  d i s ­

c o u n t s  o r  c o m m i s s i o n s ,  a m o u n t  o f  p r o c e e d s ,  c o n v e r s i o n  r a t e s ,  

c a l l  p r i c e s ,  a n d  o t h e r  m a t t e r s  d e p e n d e n t  u p o n  t h e  o f f e r i n g  p r i c e  

U p o n  f a i l u r e  to r e c e i v e  t h e  r e q u i r e d  n o t i f i c a t i o n  a n d  p o s t -  

e f f e c t i v e  a m e n d m e n t  w i t h  r e s p e c t  t o  t h e  p r i c e  a m e n d m e n t ,  t h e  

A d m i n i s t r a t o r  m a y  e n t e r  a s t o p  o r d e r ,  w i t h o u t  n o t i c e  o r  h e a r i n g ,  

r e t r o a c t i v e l y  d e n y i n g  e f f e c t i v e n e s s  t o  t h e  r e g i s t r a t i o n  s t a t e­

m e n t  o r  s u s p e n d i n g  i t s  e f f e c t i v e n e s s  u n t i l  c o m p l i a n c e  w i t h  t h i s  

s u b s e c t i o n ,  i f  h e  p r o m p t l y  n o t i f i e s  t h e  r e g i s t r a n t  b y  t e l e p h o n e  

o r  t e l e g r a m  (and p r o m p t l y  c o n f i r m s  b y  l e t t e r  o r  t e l e g r a m  w h e n  h e  

n o t i f i e s  b y  t e l e p h o n e )  o f  the I s s u a n c e  o f  t h e  o r d e r ,  If t h e  

r e g i s t r a n t  p r o v e s  c o m p l i a n c e  w i t h  t h e  r e q u i r e m e n t s  o f  t h i s  

s u b s e c t i o n  a s  t o  n o t i c e  a n d  p o s t - e f f e c t i v e  a m e n d m e n t ,  t h e  s t o p  

o r d e r  is v o i d  a s  o f  t h e  t i m e  o f  i t s  e n t r y .  T h e  A d m i n i s t r a t o r
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m a y  by rule or otherwise waive either or both of the conditions 

specified in clauses (2) and (3). If the federal registration 

statement becomes effective before all the conditions in this 

subsection are satisfied and they are not waived., the r e g i s­

tration statement a u t o matica lly becomes effective as soon as all 

the conditions are satisfied. If the registrant advises the 

Administrato r of the date w h e n  the federal registration state­

ment is expected to become effective., the Administ rator shall 

p r o mptly advise the registrant by telephone or telegram, at the 

registrant's expense, w h e t h e r  all the conditions are satisfied 

and w h e t h e r  he then contemplates the In stitution of a proceeding 

under section 306; but this advice by the Administrator does not 

preclud e the institution of such a p r o c e e d i n g  at any time.

Section 304. R E G I S T R A T I O N  BY Q U A L I F I C A T I O N „

(a) Any security m a y  be registered by qualification.

(b) A regis t r a t i o n  statement u n d e r  this section shall c o n­

tain the following inform a t i o n  and be accompanied by the f o l l o w­

ing do cuments in addit i o n  to the informati on specified in section 

3 0 5  (c) and the consent to service of p r o cess required by section 

4l4 ( g ) :

(1 ) with respect to the issuer and any significant 

subsidiary; its name, address, and form of organization; the 

state or foreign jurisdiction and date of its organization; the 

general character and l o c a t i o n  of its business; a descri p t i o n  of 

its physical prope r t i e s  and equipment; and a statement of the 

general competitive conditions in the Industry or business in 

w h i c h  it is or will be engaged;

(2 ) with respect to every d i r e c t o r  and officer of the 

issuer, or p e r s o n  occu pying a similar status or perfor m i n g  simi- 
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1 lar functions; his name, address, and prin cipal occupation for 

vhe past five years; the amount of securities of the issuer held 

by him as of a specified date w i t h i n  thirty days of the filing of 

the registr ation statement; the amount of the securities covered 

by the registration statement to w h i c h  he has indicated his i n­

tention to subscribe; and a d e s c r i p t i o n  of any material interest 

in any material transact ion w i t h  the issuer or any significant 

subsidiary effected w i t h i n  the past three years or proposed to 

be effected;

(3) w i t h  r e s p e c t  to persons c o v e r e d  by clause (2); the 

r e m u n e r a t i o n  p a i d  d u r i n g  t h e  past twelve m on ths and estimated to 

b e  p a i d  d u r i n g  t h e  n e x t  twelve, months, directly or indirectly, by 

the i s s u e r  ( t o g e t h e r  w i t h  all predecessors, parents, subsidiaries, 

a n d  a f f i l i a t e s )  t o  a l l  t h o s e  persons In the aggregate;

(4) w i t h  r e s p e c t  to any p e r s o n  owning of record, or 

b e n e f i c i a l l y  i f  k n o w n ,  t e n  percent or mo re of the o utstanding 

s h a r e s  o f  a n y  c l a s s  o f  e q u i t y  security of the issuer; the i n f o r­

m a t i o n  s p e c i f i e d  i n  c l a u s e  (2) other than h i s  occupation;

(5) w i t h  r e s p e c t  to every p r o m oter if the issuer was 

o r g a n i z e d  w i t h i n  t h e  p a s t  three years; the Information specified 

in c l a u s e  (2), a n y  a m o u n t  paid to him w i t h i n  that period or i n­

t e n d e d  to b e  p a i d  to h i m ,  and the consideration for any such 

p a y m e n t ;

(6) w i t h  r e s p e c t  to any p e r s o n  o n  whose behalf any p a r t

o f  t h e  o f f e r i n g  i s  to be made in a non-iss uer distribution; h i s ■

n a m e  a n d  a d d r e s s ;  t h e  a m o u n t  of securities of the issuer held

b y  h i m  a s  o f  t h e  d a t e  o f  t h e  filing of the registration s t a t e­

m e n t ;  a d e s c r i p t i o n  o f  a n y  materi al interest in any material 

t r a n s a c t i o n  w i t h  t h e  i s s u e r  or any significant subsidiary effect-

-1 8-
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ed within the past three years or proposed to he effected; and 

a statement of his reasons for making the offering;

(7) the capitalization and long-term debt (on both a 

current and a pro forma basis) of the issuer and any significant 

subsidiary, including a description of each security outstanding 

or being registered or otherwise offered, and a statement of the 

amount and kind of consideration (whether in the form of cash, 

physical assets, services, patents, goodwill, or anything else) 

for which the issuer or any subsidiary has issued any of its 

securities within the past two years or is obligated to issue 

any of its securities;

(8) the kind and amount of securities to be offered; 

the proposed offering price or the method by which it is to be 

computed; any variation therefrom at which any proportion of 

the offering is to be made to any person or class of persons 

other than the underwriters, with a specification of any such 

person or class; the basis upon which the offering is to be made 

if otherwise than for cash; the estimated aggregate underwriting 

and selling discounts or commissions and finders’ fees (includ­

ing separately cash, securities, contracts, or anything else of 

value to accrue to the underwriters or finders in connection 

with the offering) or, if the selling discounts or commissions 

are variable, the basis of determining them and their maximum 

and minimum amounts; the estimated amounts of other selling 

expenses, including legal, engineering, and accounting charges; 

the name and address of every underwriter and every recipient of 

a finder's fee; a copy of any underwriting, or selling-group 

agreement pursuant to which the distribution is to be made, or 

the proposed form of any such agreement whose terms have not yet 
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b e e n  d e t e r m i n e d ;  a n d  a d e s c r i p t i o n  o f  t h e  p l a n  o f  d i s t r i b u t i o n  

o f  a n y  s e c u r i t i e s  w h i c h  a r e  to b e  o f f e r e d  o t h e r w i s e  t h a n  t h r o u g h  

a n  u n d e r w r i t e r ;

(9) t h e  e s t i m a t e d  c a s h  p r o c e e d s  t o  be r e c e i v e d  b y  the 

i s s u e r  f r o m  t h e  o f f e r i n g ;  t h e  p u r p o s e s  f o r  w h i c h  t h e  p r o c e e d s  

a r e  to be. u s e d  b y  t h e  i s s u e r ;  t h e  a m o u n t  t o  b e  u s e d  f o r  e a c h  

p u r p o s e ;  t h e  o r d e r  o r  p r i o r i t y  i n  w h i c h  t h e  p r o c e e d s  w i l l  b e  u s e d  

f o r  t h e  p u r p o s e s  s t a t e d ;  t h e  a m o u n t s  o f  a n y  f u n d s  to be r a i s e d  

f r o m  o t h e r  s o u r c e s  t o  a c h i e v e  t h e  p u r p o s e s  s t a t e d ;  t h e  s o u r c e s  o f  

a n y  s u c h  f u n d s ;  and, i f  a n y  p a r t  o f  t h e  p r o c e e d s  is to be u s e d  to 

a c q u i r e  a n y  p r o p e r t y  ( i n c l u d i n g  g o o d w i l l )  o t h e r w i s e  t h a n  i n  t h e  

o r d i n a r y  c o u r s e  o f  b u s i n e s s ,  t h e  n a m e s  a n d  a d d r e s s e s  o f  t h e  v e n ­

do r s ,  t h e  p u r c h a s e  p r i c e ,  t h e  n a m e s  o f  any. p e r s o n s  w h o  h a v e  r e ­

c e i v e d  c o m m i s s i o n s  i n  c o n n e c t i o n  w i t h  t h e  a c q u i s i t i o n ,  a n d  t h e  

a m o u n t s  o f  a n y  s u c h  c o m m i s s i o n s  a n d  a n y  o t h e r  e x p e n s e  i n  c o n n e c­

t i o n  w i t h  t h e  a c q u i s i t i o n  ( i n c l u d i n g  t h e  c o s t  o f  b o r r o w i n g  m o n e y  

to f i n a n c e  t h e  a c q u i s i t i o n ) ;

(10) a d e s c r i p t i o n  o f  a n y  s t o c k  o p t i o n s  o r  o t h e r  s e c u r­

i t y  o p t i o n s  o u t s t a n d i n g ,  o r  t o  be c r e a t e d  i n  c o n n e c t i o n  w i t h  t h e  

o f f e r i n g ,  t o g e t h e r  w i t h  t h e  a m o u n t  o f  a n y  s u c h  o p t i o n s  h e l d  o r

t o  b e  h e l d  b y  e v e r y  p e r s o n  r e q u i r e d  to b e  n a m e d  i n  c l a u s e  (2),

(4), (5)> (6), o r  (8) a n d  b y  a n y  p e r s o n  w h o  h o l d s  o r  w i l l  h o l d  

t e n  p e r c e n t  o r  m o r e  i n  t h e  a g g r e g a t e  o f  a n y  s u c h  o p t i o n s ;

(11) t h e  d a t e s  of, p a r t i e s  to, a n d  g e n e r a l  e f f e c t  c o n­

c i s e l y  s t a t e d  of, e v e r y  m a n a g e m e n t  o r  o t h e r  m a t e r i a l  c o n t r a c t  

m a d e  o r  to b e  m a d e  o t h e r w i s e  t h a n  i n  t h e  o r d i n a r y  c o u r s e  o f  b u s i­

n e s s  i f  it is to b e  p e r f o r m e d  i n  w h o l e  o r  i n  p a r t  at o r  a f t e r  t h e  

f i l i n g  o f  t h e  r e g i s t r a t i o n  s t a t e m e n t  o r  w a s  m a d e  w i t h i n  t h e  p a s t  

t w o  y e a r s ,  t o g e t h e r  w i t h  a c o p y  o f  e v e r y  s u c h  c o n t r a c t ;  a n d  a
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d e s c r i p t i o n  o f  a n y  p e n d i n g  l i t i g a t i o n  o r  p r o c e e d i n g  t o  w h i c h  

t h e  i s s u e r  i s  a p a r t y  a n d  w h i c h  m a t e r i a l l y  a f f e c t s  i t s  b u s i n e s s  

o r  a s s e t s  ( i n c l u d i n g  a n y  s u c h  l i t i g a t i o n  o r  p r o c e e d i n g  k n o w n  to 

b e  c o n t e m p l a t e d  b y  g o v e r n m e n t a l  a u t h o r i t i e s ) ;

(12) a c o p y  o f  a n y  p r o s p e c t u s ,  p a m p h l e t ,  c i r c u l a r ,  

f o r m  l e t t e r ,  a d v e r t i s e m e n t ,  o r  o t h e r  s a l e s  l i t e r a t u r e  i n t e n d e d  

a s  o f  t h e  e f f e c t i v e  d a t e  t o  b e  u s e d  i n  c o n n e c t i o n  w i t h  t h e  

o f f e r i n g ;

(1 3 ) a s p e c i m e n  o r  c o p y  o f  t h e  s e c u r i t y  b e i n g  r e g i s­

te r e d ;  a c o p y  o f  t h e  i s s u e r ' s  a r t i c l e s  o f  i n c o r p o r a t i o n  a n d  b y ­

la w s ,  o r  t h e i r  s u b s t a n t i a l  e q u i v a l e n t s ,  a s  c u r r e n t l y  i n  e f f e c t ;  

a n d  a c o p y  o f  a n y  i n d e n t u r e  o r  o t h e r  i n s t r u m e n t  c o v e r i n g  t h e  

s e c u r i t y  to b e  r e g i s t e r e d ;

(14) a s i g n e d  o r  c o n f o r m e d  c o p y  o f  a n  o p i n i o n  o f  c o u n­

sel a s  to t h e  l e g a l i t y  o f  t h e  s e c u r i t y  b e i n g  r e g i s t e r e d  ( w i t h  a n  

E n g l i s h  t r a n s l a t i o n  i f  i t  i s  i n  a f o r e i g n  l a n g u a g e ) ,  w h i c h  s h a l l  

s t a t e  w h e t h e r  t h e  s e c u r i t y  w h e n  s o l d  w i l l  be l e g a l l y  i s s u e d ,  

f u l l y  p a i d ,  a n d  n o n - a s s e s s a b l e ,  and, i f  a d e b t  s e c u r i t y ,  a b i n d ­

i n g  o b l i g a t i o n  o f  t h e  i s s u e r ;

(15) t h e  w r i t t e n  c o n s e n t  o f  a n y  a c c o u n t a n t ,  e n g i n e e r ,  

a p p r a i s e r ,  o r  o t h e r  p e r s o n  w h o s e  p r o f e s s i o n  g i v e s  a u t h o r i t y  to a 

s t a t e m e n t  m a d e  b y  h i m ,  i f  a n y  s u c h  p e r s o n  i s  n a m e d  a s  h a v i n g  

p r e p a r e d  o r  c e r t i f i e d  a r e p o r t  o r  v a l u a t i o n  ( o t h e r  t h a n  a p u b l i c  

a n d  o f f i c i a l  d o c u m e n t  o r  s t a t e m e n t )  w h i c h  i s  u s e d  i n  c o n n e c t i o n  

w i t h  t h e  r e g i s t r a t i o n  s t a t e m e n t ;

(1 6 ) a b a l a n c e  s h e e t  o f  t h e  i s s u e r  a s  o f  a d a t e  w i t h i n  

f o u r  m o n t h s  p r i o r  t o  t h e  f i l i n g  o f  t h e  r e g i s t r a t i o n  s t a t e m e n t ;

a p r o f i t  a n d  l o s s  s t a t e m e n t  a n d  a n a l y s i s  o f  s u r p l u s  f o r  e a c h  o f  

t h e  t h r e e  f i s c a l  y e a r s  p r e c e d i n g  t h e  d a t e  o f  t h e  b a l a n c e  s h e e t  
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1 and for any period between the close of the last fiscal year and 

the date of the balance sheet/ o r .for the period of the issuer's 

and any predecessors' existence if less than three years; and, 

if any part of the proceeds o f 1 the offering is to be applied to 

the purchase of any business, the:same financial statements 

which would be required if that business were the registrant; 

and ! t ■■■'by -

(17) such additional information as the Administrator 

requires by rule or order.

(c) A registration statement under this section becomes 

effective when the Administrator so orders.

(d) The Administrator may by rule or order require as a 

condition of registration under this section that a prospectus 

containing any designated part of the information specified in 

subsection (b) be sent or given to each person to whom an offer 

is made before or concurrently with {l) the first written offer 

made to him (otherwise than by means of a public advertisement) 

by or for the account of the issuer or any other person on whose 

behalf the offering is being made^ or by any underwriter or 

broker-dealer who is offering part of an unsold allotment or 

subscription taken by him as a participant in the distribution,

(2) the confirmation of any sale made by or for the account of 

any such person, (3) payment pursuant to any such sale, or (4) 

delivery of the security pursuant to any such sale, whichever 

first occurs.

Section 305- PROVISIONS APPLICAI&E TO REGISTRATION GENER­

ALLY.

(a) A registration statement may be filed by the issuer, any 

other, person on whose behalf the offering is to be made, or a

-22-
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r e g i s t e r e d  b r o k e r - d e a l e r .

(b) E v e r y  p e r s o n  f i l i n g  a r e g i s t r a t i o n  s t a t e m e n t  s h a l l  p a y  

a f i l i n g  f e e  o f  1 / 1 0  p e r c e n t  o f  t h e  m a x i m u m  a g g r e g a t e  o f f e r i n g  

p r i c e  at w h i c h  t h e  r e g i s t e r e d  s e c u r i t i e s  a r e  to b e  o f f e r e d  i n  

t h i s  s t a t e ,  b u t  t h e  f e e  s h a l l  i n  n o  c a s e  b e  l e s s  t h a n  $ 5 0 0  o r  

m o r e  t h a n  $ 1 , 0 0 0 .  VJhen a r e g i s t r a t i o n  s t a t e m e n t  i s  w i t h d r a w n  

b e f o r e  t h e  e f f e c t i v e  d a t e  o r  a p r e - e f f e c t i v e  s t o p  o r d e r  i s  e n t e r ­

ed u n d e r  s e c t i o n  306, t h e  A d m i n i s t r a t o r  s h a l l  r e t a i n  $ l r 0 o f  t h e  

f e e .

(c) E v e r y  r e g i s t r a t i o n  s t a t e m e n t  s h a l l  s p e c i f y  (l) t h e  

a m o u n t  o f  s e c u r i t i e s  to b e  o f f e r e d  i n  t h i s  state: (2) t h e  s t a t e s  

i n  w h i c h  a r e g i s t r a t i o n  s t a t e m e n t  o r  s i m i l a r  d o c u m e n t  i n  c o n n e c­

t i o n  w i t h  t h e  o f f e r i n g  h a s  b e e n  o r  i s  to b e  f i l e d ;  a n d  (3) a n y  

a d v e r s e  o r d e r ,  j u d g m e n t ,  o r  d e c r e e  e n t e r e d  i n  c o n n e c t i o n  w i t h  

t h e  o f f e r i n g  b y  t h e  r e g u l a t o r y  a u t h o r i t i e s  i n  e a c h  s t a t e  o r  by 

a n y  c o u r t  o r  t h e  S e c u r i t i e s  a n d  E x c h a n g e  C o m m i s s i o n .

(d) A n y  d o c u m e n t  f i l e d  u n d e r  t h i s  a c t  o r  a p r e d e c e s s o r  a c t  

w i t h i n  f i v e  y e a r s  p r e c e d i n g  t h e  f i l i n g  o f  a r e g i s t r a t i o n  s t a t e­

m e n t  m a y  be i n c o r p o r a t e d  b y  r e f e r e n c e  i n  t h e  r e g i s t r a t i o n  s t a t e­

m e n t  t o  t h e  e x t e n t  t h a t  t h e  d o c u m e n t  i s  c u r r e n t l y  a c c u r a t e .

(e) T h e  A d m i n i s t r a t o r  m a y  b y  r u l e  o r  o t h e r w i s e  p e r m i t  t h e  

o m i s s i o n  o f  a n y  i t e m  o f  i n f o r m a t i o n  o r  d o c u m e n t  f r o m  a n y  r e g i s­

t r a t i o n  s t a t e m e n t .

(f) I n  t h e  c a s e  o f  a n o n - i s s u e r  d i s t r i b u t i o n ,  i n f o r m a t i o n  

m a y  n o t  b e  r e q u i r e d  u n d e r  s e c t i o n  3 0 4  o r  3 0 5  (j) u n l e s s  it is 

k n o w n  to t h e  p e r s o n  f i l i n g  t h e  r e g i s t r a t i o n  s t a t e m e n t  o r  to t h e  

p e r s o n s  o n  w h o s e  b e h a l f  t h e  d i s t r i b u t i o n  j.s t o  be m a d e ,  o r  c a n  

b e  f u r n i s h e d  b y  t h e m  w i t h o u t  u n r e a s o n a b l e  e f f o r t  o r  e x p e n s e

(g) T h e  A d m i n i s t r a t o r  m a y  b y  r u l e  o r  c:~der r e q u i r e  a s  a 
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c o n d i t i o n  o f  r e g i s t r a t i o n  by q u a l i f i c a t i o n  o r  c o o r d i n a t i o n  (l) 

t h a t  a n y  s e c u r i t y  i s s u e d  w i t h i n  t h e  p a s t  t h r e e  y e a r s  o r  to be 

i s s u e d  t o  a p r o m o t e r  f o r  a c o n s i d e r a t i o n  s u b s t a n t i a l l y  d i f f e r e n t  

f r o m  t h e  p u b l i c  o f f e r i n g  price,, o r  t o  a n y  p e r s o n  f o r  a c o n s i d e r a­

t i o n  o t h e r  t h a n  cash, b e  d e p o s i t e d  i n  e s c r o w ;  a n d  (2) t h a t  t h e  

p r o c e e d s  .from t h e  s a l e  o f  t h e  r e g i s t e r e d  s e c u r i t y  i n  t h i s  s t a t e  

be i m p o u n d e d  until! t h e  i s s u e r  r e c e i v e s  a s p e c i f i e d  a m o u n t  f r o m  

t h e  s a l e  o f  t h e  s e c u r i t y  e i t h e r  i n  t h i s  s t a t e  o r  e l s e w h e r e .  T h e  

A d m i n i s t r a t o r  m a y  uy r u l e  o r  o r d e r  d e t e r m i n e  t h e  c o n d i t i o n s  o f  

a n y  e s c r o w  o r  i m p o u n d i n g  r e q u i r e d  h e r e u n d e r ,  b u t  h e  m a y  n o t  r e ­

j e c t  a d e p o s i t o r y  s o l e l y  b e c a u s e  o f  l o c a t i o n  i n  a n o t h e r  s t a t e .

(h) T h e  A d m i n i s t r a t o r  m a y  b y  r u l e  o r  o r d e r  r e q u i r e  a s  a 

c o n d i t i o n  o f  r e g i s t r a t i o n  t h a t  a n y  s e c u r i t y  r e g i s t e r e d  b y  q u a l i ­

f i c a t i o n  o r  c o o r d i n a t i o n  b e  s o l d  o n l y  o n  a s p e c i f i e d  f o r m  o f  

s u b s c r i p t i o n  o r  s a l e  c o n t r a c t ,  a n d  t h a t  a s i g n e d  o r  c o n f o r m e d  

c o p y  o f  e a c h  c o n t r a c t  b e  f i l e d  w i t h  t h e  A d m i n i s t r a t o r  o r  p r e s e r ­

v e d  f o r  a n y  p e r i o d  u p  t o  t h r e e  y e a r s  s p e c i f i e d  i n  t h e  r u l e  o r  

o r d e r .

(i) E v e r y  r e g i s t r a t i o n  s t a t e m e n t  is e f f e c t i v e  f o r  o n e  y e a r  

f r o m  i t s  e f f e c t i v e  d a t e ,  o r  a n y  l o n g e r  p e r i o d  d u r i n g  w h i c h  t h e  

s e c u r i t y  i s  b e i n g  o f f e r e d  o r  d i s t r i b u t e d  i n  a n o n - e x e m p t e d  

t r a n s a c t i o n  b y  o r  f o r  t h e  a c c o u n t  o f  t h e  i s s u e r  o r  o t h e r  p e r s o n  

o n  w h o s e  b e h a l f  t h e  o f f e r i n g  is b e i n g  m a d e  o r  by a n y  u n d e r w r i t e r  

o r  b r o k e r - d e a l e r  w h o  i s  s t i l l  o f f e r i n g  p a r t  o f  a n  u n s o l d  a l l o t ­

m e n t  o r  s u b s c r i p t i o n  t a k e n  b y  h i m  a s  a p a r t i c i p a n t  i n  t h e  d i s ­

t r i b u t i o n ,  e x c e p t  d u r i n g  t h e  t i m e  a s t o p  o r d e r  is i n  e f f e c t  u n d e r  

s e c t i o n  306. A l l  o u t s t a n d i n g  s e c u r i t i e s  o f  t h e  s a m e  c l a s s  a s  a 

r e g i s t e r e d  s e c u r i t y  a r e  c o n s i d e r e d  t o  b e  r e g i s t e r e d  f o r  t h e  p u r ­

p o s e  o f  a n y  n o n - i s s u e r  t r a n s a c t i o n  (l) so l o n g  a s  t h e  r e g i s t r a -
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t i o n  s t a t e m e n t  i s  e f f e c t i v e  a n d  (2 ) b e t w e e n  t h e  t h i r t i e t h  d a y  

a f t e r  t h e  e n t r y  o f  a n y  s t o p  o r d e r  s u s p e n d i n g  o r  r e v o k i n g  t h e  

e f f e c t i v e n e s s  o f  t h e  r e g i s t r a t i o n  s t a t e m e n t  u n d e r  s e c t i o n  3 0 6  

(if t h e  r e g i s t r a t i o n  s t a t e m e n t  d i d  n o t  r e l a t e  i n  w h o l e  o r  i n  

p a r t  to a n o n - i s s u e r  d i s t r i b u t i o n )  a n d  o n e  y e a r  f r o m  t h e  e f f e c­

t i v e  d a t e  o f  t h e  r e g i s t r a t i o n  s t a t e m e n t .  A r e g i s t r a t i o n  s t a t e­

m e n t  m a y  n o t  b e  w i t h d r a w n  f o r  o n e  y e a r  f r o m  i t s  e f f e c t i v e  d a t e  

i f  a n y  s e c u r i t i e s  o f  t h e  s a m e  c l a s s  a r e  o u t s t a n d i n g .  A r e g i s­

t r a t i o n  s t a t e m e n t  m a y  be w i t h d r a w n  o t h e r w i s e  o n l y  i n  t h e  d i s ­

c r e t i o n  o f  t h e  A d m i n i s t r a t o r .

(j) S o  l o n g  a s  a r e g i s t r a t i o n  s t a t e m e n t  is e f f e c t i v e ,  t h e  

A d m i n i s t r a t o r  m a y  b y  r u l e  o r  o r d e r  r e q u i r e  t h e  p e r s o n  w h o  f i l e d  

t h e  r e g i s t r a t i o n  s t a t e m e n t  to f i l e  r e p o r t s ,  n o t  m o r e  o f t e n  t h a t  

q u a r t e r l y ,  to k e e p  r e a s o n a b l y  c u r r e n t  t h e  i n f o r m a t i o n  c o n t a i n e d  

i n  t h e  r e g i s t r a t i o n  s t a t e m e n t  a n d  t o  d i s c l o s e  t h e  p r o g r e s s  o f  t h e  

o f f e r i n g .

(k) A r e g i s t r a t i o n  s t a t e m e n t  r e l a t i n g  t o  a s e c u r i t y  i s s u e d  

b y  a f a c e - a m o u n t  c e r t i f i c a t e  c o m p a n y  o r  a r e d e e m a b l e  s e c u r i t y  

i s s u e d  b y  a n  o p e n - e n d  m a n a g e m e n t  c o m p a n y  o r  u n i t  i n v e s t m e n t  

t r u s t ,  a s  t h o s e  t e r m s  a r e  d e f i n e d  i n  t h e  I n v e s t m e n t  C o m p a n y  A c t  

o f  1 9 4 0 ,  m a y  b e  a m e n d e d  a f t e r  i t s  e f f e c t i v e  d a t e  so a s  to i n ­

c r e a s e  t h e  s e c u r i t i e s  s p e c i f i e d  a s  p r o p o s e d  to b e  o f f e r e d .  S u c h  

a n  a m e n d m e n t  b e c o m e s  e f f e c t i v e  w h e n  t h e  A d m i n i s t r a t o r  so o r d e r s  

E v e r y  p e r s o n  f i l i n g  s u c h  a n  a m e n d m e n t  s h a l l  p a y  a f i l i n g  fee, 

c a l c u l a t e d  i n  t h e  m a n n e r  s p e c i f i e d  i n  s u b s e c t i o n  (b), w i t h  r e s ­

p e c t  to t h e  a d d i t i o n a l  s e c u r i t i e s  p r o p o s e :  t o  be o f f e r e d .

S e c t i o n  306. D E N I A L ,  S U S P E N S I O N ,  A N D  R E V O C A T I O N  O F  R E G I S ­

T R A T I O N .

(a) T h e  A d m i n i s t r a t o r  m a y  i s s u e  a s t o p  ?rder d e n y i n g  ef- 
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f e e t i v e n e s s  to, o r  s u s p e n d i n g  o r  r e v o k i n g  vh. ef :i; 1 j v e-

a n y  r e g i s t r a t i o n  s t a t e m e n t  i f  h e  f i n d s  (1) inc.* c he i- • .• i is : 

t h e  p u b l i c  i n t e r e s t  a n d  (2) t h a t

(A) t h e  r e g i s t r a t i o n  s t a t e m e n t  a s  o f  I t s  e f f e c t i v e  d a t e  

o r  a s  o f  a n y  e a r l i e r  d a t e  i n  t h e  c a s e  o f  a n  o r d e r  d e n y i n g  e f f e c­

tiveness,. o r  a n y  a m e n d m e n t  u n d e r  s e c t i o n  3 0 5  (k) as o f  i t s  e f f e c ­

t i v e  d a t e ,  o r  a n y  r e p o r t  u n d e r  s e c t i o n  3 0 5  { ;i) is i n c o m p l e t e  in 

a n y  m a t e r i a l  r e s p e c t  o r  c o n t a i n s  a n y  s t a t e m e n t  w h i c h  was, in the 

l i g h t  o f  t h e  c i r c u m s t a n c e s  u n d e r  w h i c h  it w a s  m a d e ,  f a l s e  o r  m i s -  

l e a d i n g  w i t h  r e s p e c t  to a n y  m a t e r i a l  fact:

(B) a n y  p r o v i s i o n  o f  t h i s  a c t  o r  a n y  rule, o r d e r ,  o r  

c o n d i t i o n  l a w f u l l y  i m p o s e d  u n d e r  t h i s  a c t  h a s  b e e n  w i l l  f o l l y  

v i o l a t e d ,  i n  c o n n e c t i o n  w i t h  t h e  o f f e r i n g ,  b y  (i) t h e  p e r s o n  

f i l i n g  t h e  r e g i s t r a t i o n  s t a t e m e n t ,  (ii) t h e  i s s u e r ,  a n y  p a r t n e r  

o f f i c e r ,  o r  d i r e c t o r  o f  t h e  i s s u e r ,  a n y  p e r s o n  o c c u p y i n g  a s i m i­

l a r  s t a t u s  o r  p e r f o r m i n g  s i m i l a r  f u n c t i o n s ,  o r  a n y  p e r s o n  d i r ­

e c t l y  o r  I n d i r e c t l y  c o n t r o l l i n g  o r  c o n t r o l l e d  by t h e  i s s u e r ,  but 

o n l y  i f  t h e  p e r s o n  f i l i n g  t h e  r e g i s t r a t i o n  s t a t e m e n t  is d i r e c t l y  

o r  i n d i r e c t l y  c o n t r o l l e d  b y  o r  a c t i n g  f o r  t h e  i s s u e r ,  oi (iii)

.any u n d e r w r i t e r ;

(C) t h e  s e c u r i t y  r e g i s t e r e d  o r  s o u g h t  to be r e g i s t e r e d  

i s  t h e  s u b j e c t  o f  a n  a d m i n i s t r a t i v e  s t o p  o r d e r  o r  s i m i l a r  o r d e r  

o r  a p e r m a n e n t  o r  t e m p o r a r y  i n j u n c t i o n  o f  a n y  c o u r t  o f  c o m p e t e n t  

j u r i s d i c t i o n  e n t e r e d  u n d e r  a n y  o t h e r  f e d e r a l  o r  s t a t e  a c t  a p p l i ­

c a b l e  t o  t h e  o f f e r i n g ;  b u t  (i) t h e  A d m i n i s t r a t o r  m a y  n o t  i n s t i­

t u t e  a p r o c e e d i n g  a g a i n s t  a n  e f f e c t i v e  r e g i s t r a t i o n  s t a t e m e n t  

u n d e r  c l a u s e  (C) m o r e  t h a n  o n e  y e a r  f r o m  t h e  d a t e  o f  t h e  o r d e r
l

o r  i n j u n c t i o n  r e l i e d  on, a n d  (ii) h e  m a y  not e n t e r  a n  o r d e r  u n d e r  

c l a u s e  (C) o n  t h e  b a s i s  o f  a n  o r d e r  o n  i n j u n c t i o n  entered, joinder
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a n y  o t h e r  s t a t e  a c t  u n l e s s  t h a t  o r d e r  o r  I n j u n c t i o n  w a s  b a s e d  

o n  f a c t s  w h i c h  w o u l d  c u r r e n t l y  c o n s t i t u t e  a g r o u n d  f o r  a s t o p  

o r d e r  u n d e r  t h i s  s e c t i o n ;

(D) t h e  i s s u e r * s  e n t e r p r i s e  o r  m e t h o d  o f  b u s i n e s s  

i n c l u d e s  o r  w o u l d  i n c l u d e  a c t i v i t i e s  w h i c h  a r e  i l l e g a l  w h e r e  

p e r f o r m e d ;

(E) t h e  o f f e r i n g  h a s  w o r k e d  o r  t e n d e d  to w o r k  a f r a u d  

u p o n  p u r c h a s e r s  o r  w o u l d  so o p e r a t e ;

(F) t h e  o f f e r i n g  h a s  b e e n  o r  w o u l d  b e  m a d e  w i t h  u n ­

r e a s o n a b l e  a m o u n t s  o f  u n d e r w r i t e r s '  a n d  s e l l e r s '  d i s c o u n t s ,  

c o m m i s s i o n s ,  o r  o t h e r  c o m p e n s a t i o n ,  o r  p r o m o t e r s '  p r o f i t s  o r  

p a r t i c i p a t i o n ,  o r  u n r e a s o n a b l e  a m o u n t s  o r  k i n d s  o f  o p t i o n s ;

(G) w h e n  a s e c u r i t y  i s  s o u g h t  t o  b e  r e g i s t e r e d  b y  

n o t i f i c a t i o n ,  it i s  n o t  e l i g i b l e  f o r  s u c h  r e g i s t r a t i o n ;

(H) w h e n  a s e c u r i t y  i s  s o u g h t  t o  b e  r e g i s t e r e d  b y  

c o o r d i n a t i o n ,  t h e r e  h a s  b e e n  a f a i l u r e  to c o m p l y  w i t h  t h e  u n d e r ­

t a k i n g  r e q u i r e d  b y  s e c t i o n  3 0 3  (b) (4); o r

(I) t h e  a p p l i c a n t  o r  r e g i s t r a n t  h a s  f a i l e d  to p a y  t h e  

p r o p e r  f i l i n g  fee; b u t  t h e  A d m i n i s t r a t o r  m a y  e n t e r  o n l y  a d e n ­

ia l  o r d e r  u n d e r  t h i s  c l a u s e  a n d  h e  s h a l l  v a c a t e  a n y  s u c h  o r d e r  

w h e n  t h e  d e f i c i e n c y  h a s  b e e n  c o r r e c t e d .

T h e  A d m i n i s t r a t o r  m a y  n o t  i n s t i t u t e  a s t o p - o r d e r  p r o c e e d i n g  

a g a i n s t  a n  e f f e c t i v e  r e g i s t r a t i o n  s t a t e m e n t  o n  t h e  b a s i s  o f  a 

f a c t  o r  t r a n s a c t i o n  k n o w n  to h i m  w h e n  t h e  r e g i s t r a t i o n  s t a t e m e n t  

b e c a m e  e f f e c t i v e  u n l e s s  t h e  p r o c e e d i n g  is I n s t i t u t e d  w i t h i n  t h e  

n e x t  t h i r t y  d a y s .

(b) T h e  A d m i n i s t r a t o r  m a y  b y  o r d e r  s u m m a r i l y  p o s t p o n e  o r  

s u s p e n d  t h e  e f f e c t i v e n e s s  o f  t h e  r e g i s t r a t i o n  s t a t e m e n t  p e n d i n g  

f i n a l  d e t e r m i n a t i o n  o f  a n y  p r o c e e d i n g  u n d e r  t h i s  s e c t i o n .  U p o n  
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t h e  e n t r y  o f  t h e  o r d e r ,  t h e  A d m i n i s t r a t o r  s h a l l  p r o m p t l y  n o t i f y  

e a c h  p e r s o n  s p e c i f i e d  i n  s u b s e c t i o n  (c) t h a t  it h a s  b e e n  e n t e r e d  

a n d  o f  t h e  r e a s o n s  t h e r e f o r  a n d  t h a t  w i t h i n  f i f t e e n  d a y s  a f t e r  

t h e  r e c e i p t  o f  a w r i t t e n  r e q u e s t  t h e  m a t t e r  w i l l  b e  set d o w n  f o r  

h e a r i n g .  If n o  h e a r i n g  is r e q u e s t e d  a n d  n o n e  is o r d e r e d  b y  t h e  

A d m i n i s t r a t o r ,  t h e  o r d e r  w i l l  r e m a i n  i n  e f f e c t  u n t i l  it is m o d i ­

f i e d  o r  v a c a t e d  b y  t h e  A d m i n i s t r a t o r .  If a h e a r i n g  is r e q u e s t e d  

o r  o r d e r e d ,  t h e  A d m i n i s t r a t o r ,  a f t e r  n o t i c e  o f  a n d  o p p o r t u n i t y  

f o r  h e a r i n g  to e a c h  p e r s o n  s p e c i f i e d  i n  s u b s e c t i o n  (c), m a y  m o d i ­

fy  o r  v a c a t e  t h e  o r d e r  o r . e x t e n d  i t  u n t i l  f i n a l  d e t e r m i n a t i o n .

(c) N o  s t o p  o r d e r  m a y  b e  e n t e r e d  u n d e r  a n y  p a r t  o f  t h i s  

s e c t i o n  e x c e p t  t h e  f i r s t  s e n t e n c e  o f  s u b s e c t i o n  (b) w i t h o u t  (l) 

a p p r o p r i a t e  p r i o r  n o t i c e  t o  t h e  a p p l i c a n t  o r  r e g i s t r a n t ,  t h e  

i s s u e r ,  a n d  t h e  p e r s o n  o n  w h o s e  b e h a l f  t h e  s e c u r i t i e s  a r e  t o  be 

o r  h a v e  b e e n  o f f e r e d ,  (2) o p p o r t u n i t y  f o r  h e a r i n g ,  a n d  (3) w r i t ­

t e n  f i n d i n g s  o f  f a c t  a n d  c o n c l u s i o n s  o f  law.

(d) T h e  A d m i n i s t r a t o r  m a y  v a c a t e  o r  m o d i f y  a s t o p  o r d e r  i f  

h e  f i n d s  t h a t  t h e  c o n d i t i o n s  w h i c h  p r o m p t e d  e n t r y  h a v e  c h a n g e d  o r  

t h a t  it is o t h e r w i s e  i n  t h e  p u b l i c  i n t e r e s t  t o  d o  so.

P A R T  JEV O  

G E N E R A L  P R O V I S I O N S
1

S e c t i o n  ft01„ D E F I N I T I O N S ,  W h e n  u s e d  i n  t h i s  act, u n l e s s  

t h e  c o n t e x t  o t h e r w i s e  r e q u i r e s :

(a) " A d m i n i s t r a t o r "  m e a n s  t h e  C o m m i s s i o n e r  o f  I n s u r a n c e .

(b) " A g e n t "  m e a n s  a n y  i n d i v i d u a l  o t h e r  t h a n  a b r o k e r - d e a l e r  

w h o  r e p r e s e n t s  a b r o k e r - d e a l e r  o r  i s s u e r  i n  e f f e c t i n g  o r  a t t e m p t­

i n g  t o  e f f e c t  p u r c h a s e s  o r  s a l e s  o f  s e c u r i t i e s .  " A g e n t "  d o e s  n o t  

i n c l u d e  a n  i n d i v i d u a l  w h o  r e p r e s e n t s  a n  i s s u e r  i n  (l) e f f e c t i n g  

t r a n s a c t i o n s  i n  a s e c u r i t y  e x e m p t e d  by c l a u s e  (l), (2), (3)^ (10),
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or (11) of section 402(a), (2) effectin g transactions exempted 

b y  section 402(b)., or (3) effe cting transactions with existing 

employees, partners, or d i r e ctors  of the Issuer if no commission 

or other remune r a t i o n  Is paid or given dir ec t l y  or indirectly 

for soliciting any p e r s o n  in this state. A partner, officer, 

or d i r e c t o r  of a broker - d e a l e r  or issuer, or a p erson occupying 

a similar status or perfor m i n g  similar functions, is an agent 

only if he otherwise comes w i t h i n  this definition.

(c) "Broker-dealer" m e a n s  any p e r s o n  engaged in the b u s i­

ness of effecting transactions  in securities for the account of 

others or for his own account'. "Broker-dealer" does not include

(l) an agent, (2) an issuer, (3) a bank, savings institution,

or trust company, or (4) a p e r s o n  who has no place of business 

in this state if (a ) he effects transac tions in this state 

exclusively w i t h  or t h r oug h (i) the issuers of the securities 

involved in the transactions, (ii) other broker-dealers, or 

(lii) banks, savings institutions, trust companies, insurance 

companies, investmen t companies as def ined in the Investment 

Company Act of 1940, p e n s i o n  or p r o f i t - s h a r i n g  trusts, or other 

financial institu tions or ins titutional buyers, w h e t h e r  acting 

for themselves or as trustees, or (B) d u r i n g  any period of 

twelve consecutive m o n t h s  he does not direct more than fifteen 

offers to sell or buy into this state In any m a n n e r  to persons 

other than those specified in clause (A, w h e t h e r  or not the 

of feror or any of the offe rees Is then present  in this state.

(d) "Fraud","deceit", and "defraud" are not limited to 

common-l aw deceit.

(e) "Guaranteed" m e a n s  guarantee d as to payment of p r i n­

cipal, interest, or dividends.
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(f) "Investment adviser" means any person who, for com­

pensation, engages in the business of advising others, either 

directly or through publications or writings, as to the value 

of securites or as to the advisability of investing in, p u r­

chasing, or selling securities, or who, for compensation and 

as a part of a regular business, issues or promulgates analyses 

or reports concerning securities. "Investment adviser" does 

not include (1 ) a bank, savings institution, or trust company;

(2 ) a lawyer, accountant, engineer, or teacher whose perform­

ance of these services is solely incidental to the practice 

of his profession;. (3 ) a broker-dealer whose performance of 

these services is solely incidental to the conduct of his busi­

ness as a broker-dealer and who receives no special compensation 

for them; (4) a publisher of any bona fide newspaper, news 

.’agazine, or business or financial publication of general, 

regular, and paid CirctJation; (5 ) a person whose advice, 

analyses, or reports relate only to securities exempted by 

section 402(a) (1 ); ( ) a person who has nc place of business 

in this state if (A) his only clients in this state are other 

investment advisers, broker-dealers, banks, savings institutions, 

trust companies, insurance companies, investment companies as 

iefined in the Investment Company Act of 1940, pension or 

profit-sharing trusts, or other financial institutions or in­

stitutional buyers, whether acting for themselves or as trustees, 

cr (3) during any period of twelve consecutive months he does 

not direct business communications into this state in any manner 

to more than five clients other than those specified in clause

(A), whether or not he or any of the persons to whom the com- 

nunications are directed is then present in this state; or (7)
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s u c h  o t h e r  p e r s o n s  n o t  w i t h i n  t h e  i n t e n t  o f  t h i s  p a r a g r a p h  a s  

t h e  A d m i n i s t r a t o r  m a y  b y  'rule o r  o r d e r  d e s i g n a t e .

(g) " I s s u e r” m e a n s  a n y  p e r s o n  w h o  i s s u e s  o r  p r o p o s e s  to 

i s s u e  a n y  s e c u r i t y , e x c e p t  t h a t  (l) w i t h  r e s p e c t  to c e r t i f i c a t e s  

o f  d e p o s i t ,  v o t i n g - t r u s t  c e r t i f i c a t e s ;  o r  c o l l a t e r a l - t r u s t  c e r t i­

f i c a t e s ;  o r  w i t h  r e s p e c t  t o  c e r t i f i c a t e s  o f  i n t e r e s t  o r  s h a r e s  i n  

a n  u n i n c o r p o r a t e d  i n v e s t m e n t  t r u s t  n o t  h a v i n g  a b o a r d  o f  d i r e c ­

to r s ;  o r  p e r s o n s  p e r f o r m i n g  s i m i l a r  f u n c t i o n s  o r  o f  t h e  f i x e d ;  

r e s t r i c t e d  m a n a g e m e n t ;  o r  u n i t  typ e ;  t h e  t e r m  " i s s u e r "  m e a n s  t h e  

p e r s o n  o r  p e r s o n s  p e r f o r m i n g  t h e  a c t s  a n d  a s s u m i n g  t h e  d u t i e s  o f  

d e p o s i t o r  o r  m a n a g e r  p u r s u a n t '  t o  t h e  p r o v i s i o n s  o f  t h e  t r u s t  o r  

o t h e r  a g r e e m e n t  o r  i n s t r u m e n t  u n d e r  w h i c h  t h e  s e c u r i t y  is i s s u e d ;  

a n d  (2) w i t h  r e s p e c t  to c e r t i f i c a t e s  o f  i n t e r e s t  o r  p a r t i c i p a ­

t i o n  i n  oil; gas, o r  m i n i n g  t i t l e s  o r  l e a s e s  o r  i n  p a y m e n t s  o u t  

o f  p r o d u c t i o n  u n d e r  s u c h  t i t l e s  o r  l e a s e s ,  t h e r e  is n o t  c o n s i d­

e r e d  to be a n y  " i s s u e r " ,

(h) " N o n - i s s u e r "  m e a n s  n o t  d i r e c t l y  o r  i n d i r e c t l y  f o r  t h e  

b e n e f i t  o f  t h e  i s s u e r .

(i) " P e r s o n "  m e a n s  a n  i n d i v i d u a l ,  a c o r p o r a t i o n ,  a p a r t n e r ­

ship, a n  a s s o c i a t i o n ,  a j o i n t - s t o c k  c o m p a n y ,  a t r u s t  w h e r e  t h e  

i n t e r e s t s  o f  t h e  b e n e f i c i a r i e s  a r e  e v i d e n c e d  b y  a s e c u r i t y ,  a n  

u n i n c o r p o r a t e d  o r g a n i z a t i o n ,  a g o v e r n m e n t ,  o r  a p o l i t i c a l  s u b­

d i v i s i o n  o f  a g o v e r n m e n t .

(j) (1) " S a l e "  o r  " s e l l "  i n c l u d e s  e v e r y  c o n t r a c t  o f  s a l e

of, c o n t r a c t  t o  sell, o r  d i s p o s i t i o n  of, a s e c u r i t y  o r  i n t e r e s t  

i n  a s e c u r i t y  f o r  v a l u e .

(2) " O f f e r "  o r  " o f f e r  t o  s e l l "  I n c l u d e s  e v e r y  a t t e m p t  

o r  o f f e r  to d i s p o s e  of, o r  s o l i c i t a t i o n  o f  an o f f e r  t o  buy, a 

s e c u r i t y  o r  i n t e r e s t  i n  a s e c u r i t y  f o r  v a l u e .
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(3) A n y  s e c u r i t y  g i v e n  o r  d e l i v e r e d  w i t h ,  o r  a s  a 

b o n u s  o n  a c c o u n t  of, a n y  p u r c h a s e  o f  s e c u r i t i e s  o r  a n y  o t h e r  

t h i n g  is c o n s i d e r e d  to c o n s t i t u t e  p a r t  o f  t h e  s u b j e c t  o f  t h e  

p u r c h a s e  a n d  to h a v e  b e e n  o f f e r e d  a n d  s o l d  f o r  v a l u e .

(4) A p u r p o r t e d  g i f t  o f  a s s e s s a b l e  s t o c k  i s  c o n s i d­

e r e d  to i n v o l v e  a n  o f f e r  a n d  sale.

(5) E v e r y  s a l e  o r  o f f e r  o f  a w a r r a n t  o r  r i g h t  to p u r ­

c h a s e  o r  s u b s c r i b e  to a n o t h e r  s e c u r i t y  o f  t h e  s a m e  o r  a n o t h e r  

i s s u e r ,  a s  w e l l  a s  e v e r y  s a l e  o r  o f f e r  o f  a s e c u r i t y  w h i c h  g i v e s  

t h e  h o l d e r  a p r e s e n t  o r  f u t u r e  r i g h t  o r  p r i v i l e g e  t o  c o n v e r t  i n t o  

a n o t h e r  s e c u r i t y  o f  t h e  s a m e  o r  a n o t h e r  I s s u e r ,  is c o n s i d e r e d  to 

I n c l u d e  a n  o f f e r  o f  t h e  o t h e r  s e c u r i t y .

(6) T h e  t e r m s  d e f i n e d  i n  t h i s  s u b s e c t i o n  d o  n o t  i n ­

c l u d e  (A) a n y  b o n a  f i d e  p l e d g e  o r  l o a n ;  (B) a n y  s t o c k  d i v i d e n d ,  

w h e t h e r  t h e  c o r p o r a t i o n  d i s t r i b u t i n g  t h e  d i v i d e n d  is t h e  i s s u e r  

of t h e  s t o c k  o r  not, i f  n o t h i n g  o f  v a l u e  is g i v e n  b y  s t o c k h o l d e r s  

for t h e  d i v i d e n d  o t h e r  t h a n  t h e  s u r r e n d e r  o f  a r i g h t  t o  a c a s h

o r  p r o p e r t y  d i v i d e n d  w h e n  e a c h  s t o c k h o l d e r  m a y  e l e c t  to t a k e  t h e  

d i v i d e n d  i n  c a s h  o r  p r o p e r t y  o r  i n  s t o c k ;  (C) a n y  a c t  i n c i d e n t  

to a c l a s s  v o t e  by s t o c k h o l d e r s ,  p u r s u a n t  to t h e  c e r t i f i c a t e  o f  

i n c o r p o r a t i o n  o r  t h e  a p p l i c a b l e  c o r p o r a t i o n  s t a t u t e ,  o n  a m e r ­

ger, c o n s o l i d a t i o n ,  r e c l a s s i f i c a t i o n  o f  s e c u r i t i e s ,  o r  s a l e  o f  

c o r p o r a t e  a s s e t s  i n  c o n s i d e r a t i o n  o f  t h e  i s s u a n c e  o f  s e c u r i t i e s  

o f  a n o t h e r  c o r p o r a t i o n ;  o r  (D) a n y  a c t  i n c i d e n t  t o  a j u d i c i a l l y  

a p p r o v e d  r e o r g a n i z a t i o n  I n  w h i c h  a s e c u r i t y  is i s s u e d  i n  e x­

c h a n g e  f o r  o n e  o r  m o r e  o u t s t a n d i n g  s e c u r i t i e s ,  c l a i m s ,  o r  p r o ­

p e r t y  i n t e r e s t s ,  o r  p a r t l y  i n  s u c h  e x c h a n g e  a n d  p a r t l y  f o r  cash.

(k) " S e c u r i t i e s  A c t  o f  1933". " S e c u r i t i e s  E x c h a n g e  A c t  o f  

J.y3 ii!', " p u b l i c  U t i l i t y  H o l d i n g  C o m p a n y  A c t  o f  1935". a n d  " I n v e s t­
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ment Company Act of 1940" mean the federal statutes of those 

names as amended before or after the effective date of this act.

(l) "Security" means any note; stock; treasury stock; bond; 

debenture; evidence of indebtedness; certificate of interest or 

participation in any profit-sharing agreement; collateral-trust 

certificate; preorganization certificate or subscription; trans­

ferable share; investment contract; voting-trust certificate; 

certificate of deposit for a security; certificate of interest 

or participation in an oil, gas, or mining title or lease or in 

payments out of production under such a title or lease; or, in 

general, any interest or instrument commonly known as a "secur­

ity", or any certificate of interest or participation in, tem­

porary or interim certificate for, receipt for, guarantee of,
t

or warrant or right to subscribe to or purchase, any of the 

foregoing, "Security" does not include any insurance or endow­

ment policy or annuity contract under which an insurance com­

pany promises to pay a fixed sum of money either in a lump sum 

or periodically for life or for some other specified period.

(m) "State" means any state, territory, or possession of 

the United States, the District of Columbia, and Puerto Rico, 

Section>402. EXE M P T I O N S „

(a) The following securities are exempted from sections 

301 and 403:

(1) any security (including a revenue obligation) 

Issued or guaranteed by the United States, any state, any politi­

cal subdivision of a state, or any agencj or corporate or other 

Instrumentality of one or more of the foregoing; or any certi­

ficate of deposit for any of the foregoing;

(2) any security issued or guaranteed by Canada, any 
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C a n a d i a n  p r o v i n c e ,  a n y  p o l i t i c a l  s u b d i v i s i o n  of a n y  s u c h  p r o v i n c e  

a n y  a g e n c y  o r  c o r p o r a t e  o r  o t h e r  i n s t r u m e n t a l i t y  o f  o n e  o r  m o r e  o f  

t h e  f o r e g o i n g ,  o r  a n y  o t h e r  f o r e i g n  g o v e r n m e n t  w i t h  w h i c h  t h e  

U n i t e d  S t a t e s  c u r r e n t l y  m a i n t a i n s  d i p l o m a t i c  r e l a t i o n s ,  i f  t h e  

s e c u r i t y  is r e c o g n i z e d  a s  a v a l i d  o b l i g a t i o n  b y  t h e  i s s u e r  o r  

g u a r a n t o r ;

(3) a n y  s e c u r i t y  i s s u e d  b y  a n d  r e p r e s e n t i n g  a n  i n t e r e s t  

i n  o r  a d e b t  of, o r  g u a r a n t e e d  b y , a n y  b a n k  o r g a n i z e d  u n d e r  t h e  

l a w s  o f  t h e  U n i t e d  S t a t e s ,  o r  a n y  b a n k ,  s a v i n g s  i n s t i t u t i o n ,  o r  

t r u s t  c o m p a n y  o r g a n i z e d  a n d  s u p e r v i s e d  u n d e r  t h e  l a w s  o f  a n y  state;

(4) a n y  s e c u r i t y  i s s u e d  b y  a n d  r e p r e s e n t i n g  a n  i n t e r e s t  

i n  o r  a d e b t  of, o r  g u a r a n t e e d  by, a n y  f e d e r a l  s a v i n g s  a n d  l o a n  

a s s o c i a t i o n ,  o r  a n y  b u i l d i n g  a n d  l o a n  o r  s i m i l a r  a s s o c i a t i o n  o r ­

g a n i z e d  u n d e r  t h e  l a w s  o f  a n y  s t a t e  a n d  a u t h o r i z e d  to d o  b u s i n e s s  

i n  t h i s  s t a t e ;

(5) a n y  s e c u r i t y  i s s u e d  b y  a n d  r e p r e s e n t i n g  a n  i n t e r e s t  

i n  o r  a d e b t  of, o r  g u a r a n t e e d  by, a n y  i n s u r a n c e  c o m p a n y  o r g a n­

i z e d  u n d e r  t h e  l a w s  o f  a n y  s t a t e  a n d  a u t h o r i z e d  t o  d o  b u s i n e s s  i n  

t h i s  s t a t e ;  b u t  t h i s  e x e m p t i o n  d o e s  n o t  a p p l y  to a n  a n n u i t y  c o n­

t r a c t ,  i n v e s t m e n t  c o n t r a c t ,  o r  s i m i l a r  s e c u r i t y  u n d e r  w h i c h  t h e  

p r o m i s e d  p a y m e n t s  a r e  n o t  f i x e d  i n  d o l l a r s  b u t  a r e  s u b s t a n t i a l l y  

d e p e n d e n t  u p o n  t h e  i n v e s t m e n t  r e s u l t s  o f  a s e g r e g a t e d  f u n d  o r  

a c c o u n t  i n v e s t e d  i n  s e c u r i t i e s ;

(6) a n y  s e c u r i t y  i s s u e d  o r  g u a r a n t e e d  b y  a n y  f e d e r a l  

c r e d i t  u n i o n  o r  a n y  c r e d i t  u n i o n ,  i n d u s t r i a l  l o a n  a s s o c i a t i o n ,  o r  

s i m i l a r  a s s o c i a t i o n  o r g a n i z e d  a n d  s u p e r v i s e d  u n d e r  t h e  l a w s  o f  

t h i s  s t a t e ;

(7) a n y  s e c u r i t y  i s s u e d  o r  g u a r a n t e e d  b y  a n y  r a i l r o a d ,  

o t h e r  c o m m o n  c a r r i e r ,  p u b l i c  u t i l i t y ,  o r  h o l d i n g  c o m p a n y  w h i c h

-34-



1

2

3
4
5

6

7
8

9

10

11

12

13

14

IS

10

17

18

19

20

21

22

23

24

25

26

27

28

29

I!

i s  (A )  s u b j e c t  t o  t h e  j u r i s d i c t i o n  o f  t h e  I n t e r s t a t e  Commerce 
C om m is s i o n ;  ( B )  a r e g i s t e r e d  h o l d i n g  company u n d e r  t h e  P u b l i c  
U t i l i t y  H o l d i n g  Company Ac t  o f  1935 o r  a s u b s i d i a r y  o f  s u ch  a 
company w i t h i n  t h e  m e a n in g  o f  t h a t  a c t ;  ( C )  r e g u l a t e d  i n  r e s p e c t  
o f  i t s  r a t e s  and c h a r g e s  by  a g o v e r n m e n t a l  a u t h o r i t y  o f  t h e  
U n i t e d  S t a t e s  o r  a n y  s t a t e ;  o r  ( d ) r e g u l a t e d  i n  r e s p e c t  o f  t h e  i s ­
s u a n c e  o r  g u a r a n t e e  o f  t h e  s e c u r i t y  by  a g o v e r n m e n t a l  a u t h o r i t y  
o f  t h e  U n i t e d  S t a t e s ,  a n y  s t a t e ,  C an ad a ,  o r  a n y  C a n a d i a n  p r o v i n c e ;

( 8 )  a n y  s e c u r i t y  l i s t e d  o r  a p p r o v e d  f o r  l i s t i n g  upon  
n o t i c e  o f  i s s u a n c e  on  t h e  New Y o r k  S t o c k  E x c h a n g e ,  t h e  A m e r i c a n  
S t o c k  E x c h a n g e ,  c r  t h e  M idw e s t  S t o c k  E x c h a n g e , o r  a n y  o t h e r  
s e c u r i t y  o f  t h e  same i s s u e r  w h i c h  i s  o f  s e n i o r  o r  s u b s t a n t i a l l y  
e q u a l  r a n k ;  a n y  s e c u r i t y  c a l l e d  f o r  by  s u b s c r i p t i o n  r i g h t s  o r  
w a r r a n t s  s o  l i s t e d  o r  a p p r o v e d ;  o r  a n y  w a r r a n t  o r  r i g h t  t o  p u r ­
c h a s e  o r  s u b s c r i b e  t o  a n y  o f  t h e  f o r e g o i n g ;

( 9 )  a n y  s e c u r i t y  i s s u e d  by  a n y  p e r s o n  o r g a n i z e d  and 
o p e r a t e d  n o t  f o r  p r i v a t e  p r o f i t  b u t  e x c l u s i v e l y  f o r  r e l i g i o u s ,  
e d u c a t i o n a l ,  b e n e v o l e n t ,  c h a r i t a b l e ,  f r a t e r n a l ,  s o c i a l ,  a t h l e t i c ,  
o r  r e f o r m a t o r y  p u r p o s e s ,  o r  a s  a c h am be r  o f  commerce o r  t r a d e
o r  p r o f e s s i o n a l  a s s o c i a t i o n ;

( 1 0 )  a n y  c o m m e r c i a l  p a p e r  w h i c h  a r i s e s  o u t  o f  a c u r ­
r e n t  t r a n s a c t i o n  o r  t h e  p r o c e e d s  o f  w h i c h  h a v e  b e e n  o r  a r e  t o  be 
u sed  f o r  c u r r e n t  t r a n s a c t i o n s ,  and w h i c h  e v i d e n c e s  a n  o b l i g a t i o n  
t o  p a y  c a s h  w i t h i n  n i n e  m on th s  o f  t h e  d a t e  o f  i s s u a n c e , e x c l u s i v e  
o f  d a y s  o f  g r a c e ,  o r  a n y  r e n e w a l  o f  s u c h  p a p e r  w h i c h  i s  l i k e w i s e  
l i m i t e d ,  o r  a n y  g u a r a n t e e  o f  s u c h  p a p e r  o r  o f  a n y  su ch  r e n e w a l ;

( 1 1 )  a n y  i n v e s t m e n t  c o n t r a c t  i s s u e d  i n  c o n n e c t i o n  w i t h  
an  e m p l o y e e s '  s t o c k  p u r c h a s e ,  s a v i n g s ,  p e n s i o n ,  p r o f i t - s h a r i n g ,  
o r  s i m i l a r  b e n e f i t  p l a n  i f  t h e  A d m i n i s t r a t o r  i s  n o t i f i e d  I n
SB #  24 - 3 5 .
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w r i t i n g  t h i r t y  d a y s  b e f o r e  t h e  i n c e p t i o n  o f  t h e  p l a n  or., w i t h  

r e s p e c t  to p l a n s  w h i c h  a r e  i n  e f f e c t  o n  t h e  e f f e c t i v e  d a t e  o f  

t h i s  act; w i t h i n  s i x t y  d a y s  t h e r e a f t e r  (or w i t h i n  t h i r t y  d a y s  

b e f o r e  t h e y  a r e  r e o p e n e d  i f  t h e y  a r e  c l o s e d  o n  t h e  e f f e c t i v e  

d a t e  o f  t h i s  a c t ) ;

(b) T h e  f o l l o w i n g  t r a n s a c t i o n s  a r e  e x e m p t e d  f r o m  s e c t i o n s  

301 a n d  403:

(1) a n y  i s o l a t e d  n o n - i s s u e r  t r a n s a c t i o n ,  w h e t h e r  e f ­

f e c t e d  t h r o u g h  a b r o k e r - d e a l e r  o r  no t ;

(2) a n y  n o n - i s s u e r  d i s t r i b u t i o n  o f  a n  o u t s t a n d i n g  

s e c u r i t y  i f  (a ) a r e c o g n i z e d  s e c u r i t i e s  m a n u a l  c o n t a i n s  t h e  

n a m e s  o f  t h e  i s s u e r ' s  o f f i c e r s  a n d  d i r e c t o r s ,  a b a l a n c e  s h e e t  

o f  t h e  i s s u e r  a s  o f  a d a t e  w i t h i n  e i g h t e e n  m o n t h s ,  a n d  a p r o f i t  

a n d  l o s s  s t a t e m e n t  f o r  e i t h e r  t h e  f i s c a l  y e a r  p r e c e d i n g  t h a t  

d a t e  o r  t h e  m o s t  r e c e n t  y e a r  o f  o p e r a t i o n s ,  o r  (B) t h e  s e c u r i t y  

h a s  a f i x e d  m a t u r i t y  ox1 a f i x e d  i n t e r e s t  o r  d i v i d e n d  p r o v i s i o n  

a n d  t h e r e  h a s  b e e n  n o  d e f a u l t  d u r i n g  t h e  c u r r e n t  f i s c a l  y e a r  o r  

w i t h i n  t h e  t h r e e  p r e c e d i n g  f i s c a l  y e a r s ,  o r  d u r i n g  t h e  e x i s t­

e n c e  o f  t h e  i s s u e r  a n d  a n y  p r e d e c e s s o r s  i f  l e s s  t h a n  t h r e e  y e a r s ,  

i n  t h e  p a y m e n t  o f  p r i n c i p a l ,  i n t e r e s t ,  o r  d i v i d e n d s  o n  t h e  

s e c u r i t y ;

(3) a n y  n o n - i s s u e r  t r a n s a c t i o n  e f f e c t e d  b y  o r  

t h r o u g h  a r e g i s t e r e d  b r o k e r - d e a l e r  p u r s u a n t  to a n  u n s o l i c i t e d  

o r d e r  o r  o f f e r  t o  bu y ;  b u t  t h e  A d m i n i s t r a t o r  m a y  b y  r u l e  r e­

q u i r e  t h a t  t h e  c u s t o m e r  a c k n o w l e d g e  u p o n  a s p e c i f i e d  f o r m  t h a t  

t h e  s a l e  w a s  u n s o l i c i t e d ,  a n d  t h a t  a s i g n e d  c o p y  o f  e a c h  s u c h  

f o r m  be p r e s e r v e d  b y  t h e  b r o k e r - d e a l e r  f o r  a s p e c i f i e d  p e r i o d ;

(4) a n y  t r a n s a c t i o n  b e t w e e n  t h e  i s s u e r  o r  o t h e r  p e r ­

s o n  o n  w h o s e  b e h a l f  t h e  o f f e r i n g  i s  m a d e  a n d  a n  u n d e r w r i t e r ,  o r
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(5) any transaction in a bond or other evidence of 

indebtedness secured by a real or chattel mortgage or deed of 

trust, or by an agreement for the sale of real estate or chat­

tels, if the entire mortgage, deed of trust, or agreement, to­

gether with all the bonds or other evidences of indebtedness, 

secured thereby, is offered and sold as a unit;

(6) any transaction by an executor, administrator, 

sheriff, marshal, receiver, trustee in bankruptcy, guardian, or 

conservator;

(7) any transaction executed by a bona fide pledgee 

without any purpose of evading this act;

(8) any offer or sale to a bank, savings institution, 

trust company, insurance company, investment company as defined 

in the Investment Company Act of 1940, pension or profit-sharing 

trust, or other financial institution or institutional buyer,

or to a broker-dealer, whether the purchaser is acting for it­

self or in some fiduciary capacity;

(9) any transaction pursuant to an offer directed by 

the offeror to not more than ten persons (other than those 

designated in paragraph (3)) in this state during any period of 

twelve consecutive months, whether or not the offeror or any of 

the offerees is then present in this state, if (A) the seller 

reasonably believes that all the buyers in this state (other 

than those designated in paragraph (8)) are purchasing for 

investment, and (b ) no commission or other remuneration is paid 

or given directly or indirectly for soliciting any prospective 

buyer in this state (other than those designated in paragraph

(8)); but the Administrator may by rule or order, as to any
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s e c u r i t y  o r  t r a n s a c t i o n  o r  a n y  t y p e  o f  s e c u r i t y  o r  t r a n s a c t i o n ,  

w i t h d r a w  o r  f u r t h e r  c o n d i t i o n  t h i s  e x e m p t i o n ,  o r  i n c r e a s e  o r  

d e c r e a s e  t h e  n u m b e r  o f  o f f e r e e s  p e r m i t t e d ,  o r  w a i v e  t h e  c o n d i­

t i o n s  i n  C l a u s e s  (A) a n d  (b ) w i t h  o r  w i t h o u t  t h e  s u b s t i t u t i o n  o f  

a l i m i t a t i o n  o r  r e m u n e r a t i o n ;

(10) a n y  o f f e r  o r  s a l e  o f  a p r e o r g a n i z a t i o n  c e r t i f i­

c a t e  o r  s u b s c r i p t i o n  i f  (A) n o  c o m m i s s i o n  o r  o t h e r  r e m u n e r a t i o n  

i s  p a i d  o r  g i v e n  d i r e c t l y  o r  i n d i r e c t l y  f o r  s o l i c i t i n g  a n y  p r o s ­

p e c t i v e  s u b s c r i b e r ,  (b ) t h e  n u m b e r  o f  s u b s c r i b e r s  d o e s  n o t  e x­

c e e d  ten, a n d  (0) n o  p a y m e n t  i s  m a d e  b y  a n y  s u b s c r i b e r ;

(11) a n y  t r a n s a c t i o n  p u r s u a n t  t o  a n  o f f e r  to e x i s t i n g  

s e c u r i t y  h o l d e r s  o f  t h e  i s s u e r ,  i n c l u d i n g  p e r s o n s  w h o  at t h e  

t i m e  o f  t h e  t r a n s a c t i o n  a r e  h o l d e r s  o f  c o n v e r t i b l e  s e c u r i t i e s ,  

n o n - t r a n s f e r a b l e  w a r r a n t s ,  o r  t r a n s f e r a b l e  w a r r a n t s  e x e r c i s a b l e  

w i t h i n  n o t  m o r e  t h a n  n i n e t y  d a y s  o f  t h e i r  i s s u a n c e ,  i f  (A) n o  

c o m m i s s i o n  o r  o t h e r  r e m u n e r a t i o n  ( o t h e r  t h a n  a s t a n d b y  c o m m i s­

s i o n )  i s  p a i d  o r  g i v e n  d i r e c t l y  o r  i n d i r e c t l y  f o r  s o l i c i t i n g  a n y  

s e c u r i t y  h o l d e r  i n  t h i s  s t a t e ,  o r  (B) t h e  i s s u e r  f i r s t  f i l e s  a 

n o t i c e  s p e c i f y i n g  t h e  t e r m s  o f  t h e  o f f e r  a n d  t h e  A d m i n i s t r a t o r  

d o e s  n o t  b y  o r d e r  d i s a l l o w  t h e  e x e m p t i o n  w i t h i n  t h e  n e x t  f i v e  

f u l l  b u s i n e s s  d a y s :

(12) a n y  o f f e r  (but n o t  a s a l e )  o f  a s e c u r i t y  f o r  

w h i c h  r e g i s t r a t i o n  s t a t e m e n t s  h a v e  b e e n  f i l e d  u n d e r  b o t h  t h i s  

a c t  a n d  t h e  S e c u r i t i e s  A c t  o f  1933 if n o  s t o p  o r d e r  o r  r e f u s a l  

o r d e r  i s  i n  e f f e c t  a n d  n o  p u b l i c  p r o c e e d i n g  o r  e x a m i n a t i o n  l o o k ­

i n g  t o w a r d  s u c h  a n  o r d e r  i s  p e n d i n g  u n d e r  e i t h e r  act,

(c) T h e  A d m i n i s t r a t o r  m a y  b y  o r d e r  d e n y  o r  r e v o k e  a n y  

e x e m p t i o n  s p e c i f i e d  i n  c l a u s e  (9) o r  (11) o r  s u b s e c t i o n  (a) o r  

i n  s u b s e c t i o n  (b) w i t h  r e s p e c t  to a s p e c i f i c  s e c u r i t y  o r  t r a n s -
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a c t i o n .  N o  s u c h  o r d e r  m a y  h e  e n t e r e d  w i t h o u t  a p p r o p r i a t e  p r i o r  

n o t i c e  t o  a l l  i n t e r e s t e d  p a r t i e s ,  o p p o r t u n i t y  f o r  h e a r i n g ,  a n d  

w r i t t e n  f i n d i n g s  o f  f a c t  a n d  c o n c l u s i o n s  o f  law, e x c e p t  t h a t  

t h e  A d m i n i s t r a t o r  m a y  b y  o r d e r  s u m m a r i l y  d e n y  o r  r e v o k e  a n y  

o f  t h e  s p e c i f i e d  e x e m p t i o n s  p e n d i n g  f i n a l  d e t e r m i n a t i o n  o f  a n y  

p r o c e e d i n g  u n d e r  t h i s  s u b s e c t i o n .  U p o n  t h e  e n t r y  o f  a s u m m a r y  

o r d e r ,  t h e  A d m i n i s t r a t o r  s h a l l  p r o m p t l y  n o t i f y  a l l  i n t e r e s t e d  

p a r t i e s  t h a t  it h a s  b e e n  e n t e r e d  a n d  o f  t h e  r e a s o n s  therp.for 

a n d  t h a t  w i t h i n  f i f t e e n  d a y s  o f  t h e  r e c e i p t  o f  a w r i t t e n  r e q u e s t  

t h e  m a t t e r  w i l l  b e  s e t  d o w n  f o r  h e a r i n g .  If n o  h e a r i n g  i s  r e ­

q u e s t e d  a n d  n o n e  i s  o r d e r e d  b y  t h e  A d m i n i s t r a t o r ,  t h e  o r d e r  

w i l l  r e m a i n  i n  e f f e c t  u n t i l  it I s  m o d i f i e d  o r  v a c a t e d  b y  t h e  

A d m i n i s t r a t o r .  If a h e a r i n g  is r e q u e s t e d  o r  o r d e r e d ,  t h e  

A d m i n i s t r a t o r ,  a f t e r  n o t i c e  o f  a n d  o p p o r t u n i t y  f o r  h e a r i n g  to 

a l l  i n t e r e s t e d  p e r s o n s ,  m a y  m o d i f y  o r  v a c a t e  t h e  o r d e r  o r  e x t e n d  

it u n t i l  f i n a l  d e t e r m i n a t i o n .

N o  o r d e r  u n d e r  t h i s  s u b s e c t i o n  m a y  o p e r a t e  r e t r o a c t i v e l y .

No p e r s o n  m a y  be c o n s i d e r e d  to h a v e  v i o l a t e d  s e c t i o n  3 0 1  o r  4 0 3  

b y  r e a s o n  o f  a n y  o f f e r  o r  s a l e  e f f e c t e d  a f t e r  the e n t r y  o f  a n  

o r d e r  u n d e r  t h i s  s u b s e c t i o n  i f  h e  s u s t a i n s  t h e  b u r d e n  o f  p r o o f ,  

t h a t  h e  d i d  n o t  k n o w ,  a n d  i n  t h e  e x e r c i s e  o f  r e a s o n a b l e  c a r e  

c o u l d  n o t  h a v e  k n o w n ,  o f  t h e  o r d e r .

(d) In a n y  p r o c e e d i n g  u n d e r  t h i s  act, t h e  b u r d e n  o f  p r o v ­

i n g  a n  e x e m p t i o n  o r  a n  e x c e p t i o n  f o r m  a d e f i n i t i o n  i s  u p o n  t h e  

p e r s o n  c l a i m i n g  it.
y

S e c t i o n  # 0 3 .  F I L I N G  O F  S A L E S  A N D  A D  E R T I S I N G  L I T E R A T U R E  „ 

T h e  A d m i n i s t r a t o r  m a y  b y  r u l e  o r  o r d e r  r e q u i r e  t h e  f i l i n g  o f  a n y  

p r o s p e c t u s 5 p a m p h l e t ,  c i r c u l a r ,  f o r m  l e t t e r ,  a d v e r t i s e m e n t ,  o r  

o t h e r  s a l e s  l i t e r a t u r e  o r  a d v e r t i s i n g  c o m m u n i c a t i o n  a d d r e s s e d  o r  

S B  #  2 4  - 3 9 -
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i n t e n d e d  f o r  d i s t r i b u t i o n  to p r o s p e c t i v e  i n v e s t o r s ,  i n c l u d i n g  

c l i e n t s  o r  p r o s p e c t i v e  c l i e n t s  o f  a n  i n v e s t m e n t  a d v i s e r ,  u n l e s s  

t h e  s e c u r i t y  o r  t r a n s a c t i o n  i s  e x e m p t e d  b y  s e c t i o n  402.

S e c t i o n  ,/4o4. M I S L E A D I N G  P I L I N G S .  It Is u n l a w f u l  f o r  a n y  

p e r s o n  to m a k e  o r  c a u s e  to be m a d e ,  i n  a n y  d o c u m e n t  f i l e d  w i t h  

t h e  A d m i n i s t r a t o r  o r  i n  a n y  p r o c e e d i n g  u n d e r  t h i s  ac t ,  a n y  s t a t e­

m e n t  w h i c h  is, a t  t h e  t i m e  a n d  i n  t h e  l i g h t  o f  t h e  c i r c u m s t a n c e s  

u n d e r  w h i c h  it I s  m a d e ,  f a l s e  o r  m i s l e a d i n g  i n  a n y  m a t e r i a l  

r e s p e c t .
7

S e c t i o n  .405. U N L A W F U L  R E P R E S E N T A T I O N S  C O N C E R N I N G  R E G I S T R A­

T I O N  O R  E X E M P T I O N .

(a) N e i t h e r  (1) t h e  f a c t  t h a t  a n  a p p l i c a t i o n  f o r  r e g i s t r a­

t i o n  u n d e r  P a r t  I I  o r  a r e g i s t r a t i o n  s t a t e m e n t  u n d e r  P a r t  I I I  

h a s  b e e n  f i l e d  n o r  (2) t h e  f a c t  t h a t  a p e r s o n  o r  s e c u r i t y  is 

e f f e c t i v e l y  r e g i s t e r e d  c o n s t i t u t e s  a f i n d i n g  b y  t h e  A d m i n i s t r a­

t o r  t h a t  a n y  d o c u m e n t  f i l e d  u n d e r  t h i s  a c t  is tru e ,  c o m p l e t e ,  

a n d  n o t  m i s l e a d i n g .  N e i t h e r  a n y  s u c h  f a c t  n o r  t h e  f a c t  t h a t  a n  

e x e m p t i o n  o r  e x c e p t i o n  i s  a v a i l a b l e  f o r  a s e c u r i t y  o r  a t r a n s­

a c t i o n  m e a n s  t h a t  t h e  A d m i n i s t r a t o r  h a s  p a s s e d  i n  a n y  w a y  u p o n  

t h e  m e r i t s  o r  q u a l i f i c a t i o n s  of, o r  r e c o m m e n d e d  o r  g i v e n  a p p r o­

v a l  to, a n y  p e r s o n ,  s e c u r i t y ,  o r  t r a n s a c t i o n .

(b) It i s  u n l a w f u l  to m a k e ,  o r  c a u s e  t o  be m a d e ,  to a n y  

p r o s p e c t i v e  p u r c h a s e r ,  c u s t o m e r ,  o r  c l i e n t  a n y  r e p r e s e n t a t i o n  

i n c o n s i s t e n t  w i t h  s u b s e c t i o n  (a).

S e c t i o n  4 o 6 .  A D M I N I S T R A T I O N  O P  AC T .

(a) T h i s  a c t  s h a l l  be a d m i n i s t e r e d  b y  t h e  O f f i c e  o f  t h e  

I n s u r a n c e  C o m m i s s i o n .

(b) It is u n l a w f u l  f o r  t h e  A d m i n i s t r a t o r  o r  a n y  o f  h i s  

o f f i c e r s  o r  e m p l o y e e s  to u s e  f o r  p e r s o n a l  b e n e f i t  a n y  i n f o r m a -
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t i o n  w h i c h  is f i l e d  w i t h  o r  o b t a i n e d  b y  t h e  A d m i n i s t r a t o r  a n d  

w h i c h  is n o t  m a d e  p u b l i c .  No p r o v i s i o n  o f  t h i s  a c t  a u t h o r i z e s  

t h e  A d m i n i s t r a t o r  o r  a n y  o f  h i s  o f f i c e r s  o r  e m p l o y e e s  to d i s ­

c l o s e  a n y  s u c h  i n f o r m a t i o n  e x c e p t  a m o n g  t h e m s e l v e s  o r  w h e n  n e c ­

e s s a r y  o r  a p p r o p r i a t e  i n  a p r o c e e d i n g  o r  i n v e s t i g a t i o n  u n d e r  

t h i s  act. No p r o v i s i o n  o f  t h i s  a c t  e i t h e r  c r e a t e s  o r  d e r o g a t e s  

f r o m  a n y  p r i v i l e g e  w h i c h  e x i s t s  a t  c o m m o n  l a w  o r  o t h e r w i s e  w h e n  

d o c u m e n t a r y  o r  o t h e r  e v i d e n c e  is s o u g h t  u n d e r  a s u b p o e n a  d i r e c t e d  

to t h e  A d m i n i s t r a t o r  o r  a n y  o f  h i s  o f f i c e r s  o r  e m p l o y e e s .

S e c t i o n  4 0 ? \  I N V E S T I G A T I O N S  A N D  S U B P O E N A S .

(a) T h e  A d m i n i s t r a t o r  in h i s  d i s c r e t i o n  (l) m a y  m a k e  s u c h  

p u b l i c  o r  p r i v a t e  i n v e s t i g a t i o n s  w i t h i n  o r  o u t s i d e  o f  t h i s  s t a t e  

a s  h e  d e e m s  n e c e s s a r y  t o  d e t e r m i n e  w h e t h e r  a n y  p e r s o n  h a s  v i o ­

l a t e d  o r  is a b o u t  to v i o l a t e  a n y  p r o v i s i o n  o f  t h i s  a c t  o r  a n y  

r u l e  o r  o r d e r  h e r e u n d e r ,  o r  to a i d  i n  t h e  e n f o r c e m e n t  o f  t h i s  a c t  

o r  i n  t h e  p r e s c r i b i n g  o f  r u l e s  a n d  f o r m s  h e r e u n d e r ,  (2) m a y  r e ­

q u i r e  o r  p e r m i t  a n y  p e r s o n  t o  f i l e  a s t a t e m e n t  i n  w r i t i n g ,  under- 

o a t h  o r  o t h e r w i s e  a s  t h e  A d m i n i s t r a t o r  d e t e r m i n e s ,  a s  to a l l  t h e  

f a c t s  a n d  c i r c u m s t a n c e s  c o n c e r n i n g  t h e  m a t t e r  to be i n v e s t i g a t e d  

a n d  (3) m a y  p u b l i s h  i n f o r m a t i o n  c o n c e r n i n g  a n y  v i o l a t i o n  o f  t h i s  

a c t  o r  a n y  r u l e  o r  o r d e r  h e r e u n d e r .

(b) F o r  t h e  p u r p o s e  o f  a n y  i n v e s t i g a t i o n  o r  p r o c e e d i n g  u n d e r  

t h i s  act, t h e  A d m i n i s t r a t o r  o r  a n y  o f f i c e r  d e s i g n a t e d  b y  h i m  m a y  

a d m i n i s t e r  o a t h s  a n d  a f f i r m a t i o n s ,  s u b p o e n a  w i t n e s s e s ,  c o m p e l  

t h e i r  a t t e n d a n c e ,  t a k e  e v i d e n c e ,  a n d  r e q u i r e  t h e  p r o d u c t i o n  o f  

a n y  b o o k s ,  p a p e r s ,  c o r r e s p o n d e n c e ,  m e m o r a n d a ,  a g r e e m e n t s ,  o r  

o t h e r  d o c u m e n t s  o r  r e c o r d s  w h i c h  t h e  A d m i n i s t r a t o r  d e e m s  r e l e v a n t  

o r  m a t e r i a l  to t h e  i n q u i r y .

(c) In c a s e  o f  c o n t u m a c y  by, o r  r e f u s a l  to o b e y  a s u b p o e n a  

SB #  24 -4l-
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I s s u e d  to a n y  p e r s o n ,  t h e  S u p e r i o r  C o u r t ,  u p o n  a p p l i c a t i o n  b y  

t h e  A d m i n i s t r a t o r ,  m a y  i s s u e  t o  t h e  p e r s o n  a n  o r d e r  r e q u i r i n g  

h i m  to a p p e a r  b e f o r e  t h e  A d m i n i s t r a t o r ,  o r  t h e  o f f i c e r  d e s i g n a t e d  

b y  hi m ,  t h e r e  to p r o d u c e  d o c u m e n t a r y  e v i d e n c e  i f  so o r d e r e d  o r  

t o  g i v e  e v i d e n c e  t o u c h i n g  t h e  m a t t e r  u n d e r  i n v e s t i g a t i o n  o r  i n  

q u e s t i o n .  F a i l u r e  t o  o b e y  t h e  o r d e r  o f  t h e  c o u r t  m a y  b e  p u n ­

i s h e d  b y  t h e  c o u r t  a s  a c o n t e m p t  o f  c o u r t .

(d) N o  p e r s o n  i s  e x c u s e d  f r o m  a t t e n d i n g  a n d  t e s t i f y i n g  o r  

f r o m  p r o d u c i n g  a n y  d o c u m e n t  o r  r e c o r d  b e f o r e  t h e  A d m i n i s t r a t o r ,  

o r  i n  o b e d i e n c e  t o  t h e  s u b p o e n a  o f  t h e  A d m i n i s t r a t o r  o r  a n y  o f­

f i c e r  d e s i g n a t e d  b y  hi m ,  o r  i n  a n y  p r o c e e d i n g  i n s t i t u t e d  b y  t h e  

A d m i n i s t r a t o r ,  o n  t h e  g r o u n d  t h a t  t h e  t e s t i m o n y  o r  e v i d e n c e  

( d o c u m e n t a r y  o r  o t h e r w i s e )  r e q u i r e d  o f  h i m  m a y  t e n d  to i n c r i m i n­

a t e  h i m  o r  s u b j e c t  h i m  t o  a p e n a l t y  o r  f o r f e i t u r e ;  b u t  n o  i n d i­

v i d u a l  m a y  be p r o s e c u t e d  o r  s u b j e c t e d  t o  a n y  p e n a l t y  o r  f o r­

f e i t u r e  f o r  o r  o n  a c c o u n t  o f  a n y  t r a n s a c t i o n ,  m a t t e r ,  o r  t h i n g  

c o n c e r n i n g  w h i c h  h e  i s  c o m p e l l e d *  a f t e r  c l a i m i n g  h i s  p r i v i l e g e  

a g a i n s t  s e l f - i n c r i m i n a t i o n ,  to t e s t i f y  o r  p r o d u c e  e v i d e n c e  ( d o c­

u m e n t a r y  o r  o t h e r w i s e ) ,  e x c e p t  t h a t  t h e  i n d i v i d u a l  t e s t i f y i n g  i s  

n o t  e x e m p t  f r o m  p r o s e c u t i o n  a n d  p u n i s h m e n t  f o r  p e r j u r y  o r  c o n­

t e m p t  c o m m i t t e d  i n  t e s t i f y i n g .

S e c t i o n ~ 4 o 8 .  I N J U N C T I O N S .  W h e n e v e r  it a p p e a r s  to t h e  A d m i n ­

i s t r a t o r  t h a t  a n y  p e r s o n  h a s  e n g a g e d  o r  is a b o u t  t o  e n g a g e  i n  a n y  

a c t  o r  p r a c t i c e  c o n s t i t u t i n g  a v i o l a t i o n  o f  a n y  p r o v i s i o n  o f  t h i s  

a c t  c r  a n y  r u l e  o r  o r d e r  h e r e u n d e r ,  h e  m a y  i n  h i s  d i s c r e t i o n  

b r i n g  a n  a c t i o n  i n  t h e  S u p e r i o r  C o u r t  t o  e n j o i n  t h e  a c t s  o r  p r a c ­

t i c e s  a n d  t o  e n f o r c e  c o m p l i a n c e  w i t h  t h i s  a c t  o r  a n y  r u l e  o r  

o r d e r  h e r e u n d e r .  U p o n  a p r o p e r  s h o w i n g  a p e r m a n e n t  o r  t e m p o r a r y  

i n j u n c t i o n ,  r e s t r a i n i n g  o r d e r ,  o r  w r i t  o f  m a n d a m u s  s h a l l  b e
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;ranted a n d  a r e c e i v e r  o r  c o n s e r v a t o r  m a y  b e  a p p o i n t e d  f o r  t h e  

e f e n d a n t  o r  t h e  d e f e n d a n t ' s  a s s e t s .  T h e  c o u r t  m a y  n o t  r e q u i r e  

h e  A d m i n i s t r a t o r  t o  p o s t  a bon d .
j

S e c t i o n  ^ 0 9 .  C R I M I N A L  P E N A L T I E S .

(a) A n y  p e r s o n  w h o  w i l l f u l l y  v i o l a t e s  a n y  p r o v i s i o n  o f  t h i s  

it e x c e p t  s e c t i o n  404, o r  w h o  w i l l f u l l y  v i o l a t e s  a n y  r u l e  o r  

r d e r  u n d e r  t h i s  act, o r  w h o  w i l l f u l l y  v i o l a t e s  s e c t i o n  404 k n o w ­

ing t h e  s t a t e m e n t  m a d e  t o  b e  f a l s e  o r  m i s l e a d i n g  i n  a n y  m a t e r i a l  

e s p e c t , s h a l l  u p o n  c o n v i c t i o n  b e  f i n e d  n o t  m o r e  t h a n  $ 5 , 0 0 0  o r  

□ prisoned n o t  m o r e  t h a n  t h r e e  y e a r s ,  o r  b o t h ;  b u t  n o  p e r s o n  m a y  

e i m p r i s o n e d  f o r  t h e  v i o l a t i o n  o f  a n y  r u l e  o r  o r d e r  i f  h e  p r o v e s  

h a t  h e  h a d  n o  k n o w l e d g e  o f  t h e  r u l e  o r  o r d e r .  No i n d i c t m e n t  o r  

i nformation m a y  b e  r e t u r n e d  u n d e r  t h i s  a c t  m o r e  t h a n  f i v e  y e a r s  

f t e r  t h e  a l l e g e d  v i o l a t i o n .

(b) T h e  A d m i n i s t r a t o r  m a y  r e f e r  s u c h  e v i d e n c e  a s  is a v a i l a b l e  

o n c e r n i n g  v i o l a t i o n s  o f  t h i s  a c t  o r  o f  a n y  r u l e  o r  o r d e r  h e r e -  

n d e r  t o  t h e  a t t o r n e y  g e n e r a l  w h o  m a y , w i t h  o r  w i t h o u t  s u c h  a refer- 

n c e , i n s t i t u t e  t h e  a p p r o p r i a t e  c r i m i n a l  p r o c e e d i n g s  u n d e r  t h i s  act.

(c) N o t h i n g  i n  t h i s  a c t  l i m i t s  t h e  p o w e r  o f  t h e  s t a t e  to 

u n i s h  a n y  p e r s o n  f o r  a n y  c o n d u c t  w h i c h  c o n s t i t u t e s  a c r i m e  b y  

itatute o r  at c o m m o n  law.

S e c t i o n ’i l O .  C I V I L  L I A B I L I T I E S .

(a) A n y  p e r s o n  w h o

(1) offers or sells a s ecurity in v i o l ation of section 

’Ol(a), 3 0 1 , or 405(b), or of any rule or order under section 403 

which requires the a f firmative  approval of sales literature before 

Lt is used, or of any c o n d it ion imposed under section 304(d), 

305(g), or 3 0 5 (h), or

(2) o f f e r s  o r  s e l l s  a s e c u r i t y  b y  m e a n s  o f  a n y  u n t r u e  
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s t a t e m e n t  o f  a m a t e r i a l  f a c t  o r  a n y  o m i s s i o n  to s t a t e  a m a t e r i a l  

f a c t  n e c e s s a r y  i n  o r d e r  to m a k e  t h e  s t a t e m e n t s  m a d e ,  i n  t h e  l i g h t  

o f  che c i r c u m s t a n c e s  u n d e r  w h i c h  t h e y  a r e  m a d e ,  n o t  m i s l e a d i n g  

(the b u y e r  n o t  k n o w i n g  o f  t h e  u n t r u t h  o r  o m i s s i o n ) , a n d  w h o  d o e s  

not s u s t a i n  t h e  b u r d e n  o f  p r o o f  t h a t  h e  d i d  n o t  k n ow, a n d  i n  t h e  

e x e r c i s e  o f  r e a s o n a b l e  c a r e  c o u l d  n o t  h a v e  k n o w n ,  o f  t h e  u n t r u t h  

cr o m i s s i o n ,  is l i a b l e  to t h e  p e r s o n  b u y i n g  t h e  s e c u r i t y  f r o m  h i m ,  

tfho m a y  sue e i t h e r  a t  l a w  o r  i n  e q u i t y  t o  r e c o v e r  t h e  c o n s i d e r a -  

b i o n  p a i d  f o r  t h e  s e c u r i t y ,  t o g e t h e r  w i t h  i n t e r e s t  at- s i x  p e r ­

cent p e r  y e a r  f r o m  t h e  d a t e  o f  p a y m e n t ,  c o s t s ,  a n d  r e a s o n a b l e  

a t t o r n e y s’ fe es, l e s s  t h e  a m o u n t  o f  a n y  i n c o m e  r e c e i v e d  o n  t h e  

s e c u r i t y ,  u p o n  t h e  t e n d e r  o f  t h e  s e c u r i t y ,  o r  f o r  d a m a g e s  i f  h e  

1 0 l o n g e r  o w n s  t h e  s e c u r i t y .  D a m a g e s  a r e  t h e  a m o u n t  t h a t  w o u l d  

De r e c o v e r a b l e  u p o n  a t e n d e r  l e s s  t h e  v a l u e  o f  t h e  s e c u r i t y  w h e n  

;he b u y e r  d i s p o s e d  o f  it a n d  i n t e r e s t  at s i x  p e r c e n t  p e r  y e a r  

?rom t h e  d a t e  o f  d i s p o s i t i o n .

(b) E v e r y  p e r s o n  w h o  d i r e c t l y  o r  i n d i r e c t l y  c o n t r o l s  a se l -  

.er l i a b l e  u n d e r  s u b s e c t i o n  (a), e v e r y  p a r t n e r  o f f i c e r ,  o r  d i r ­

ector o f  s u c h  a s e l l e r ,  e v e r y  p e r s o n  o c c u p y i n g  a s i m i l a r  s t a t u s  

>r p e r f o r m i n g  s i m i l a r  f u n c t i o n s ,  e v e r y  e m p l o y e e  o f  s u c h  a s e l l e r  

rho m a t e r i a l l y  a i d s  i n  t h e  sale, a n d  e v e r y  b r o k e r - d e a l e r  o r  a g e n t  

rho m a t e r i a l l y  a i d s  i n  t h e  s a l e  a r e  a l s o  l i a b l e  j o i n t l y  a n d  s e v­

erally w i t h  a n d  t o  t h e  s a m e  e x t e n t  a s  t h e  s e l l e r ,  u n l e s s  t h e  

l o n - s e l l e r  w h o  i s  so l i a b l e  s u s t a i n s  t h e  b u r d e n  o f  p r o o f  t h a t  h e  

iid n o t  k n o w ,  a n d  i n  e x e r c i s e  o f  r e a s o n a b l e  c a r e  c o u l d  n o t  h a v e  

cnown, o f  t h e  e x i s t e n c e  o f  t h e  f a c t s  b y  r e a s o n  o f  w h i c h  t h e  

.iaiDility i s  a l l e g e d  t o  e x i s t .  T h e r e  i s  c o n t r i b u t i o n  a s  i n  c a s e s  

>f c o n t r a c t  a m o n g  t h e  s e v e r a l  p e r s o n s  so l i a b l e  .

(c) A n y  t e n d e r  s p e c i f i e d  i n  t h i s  s e c t i o n  m a y  b e  m a d e  a t  a n y
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t i m e  b e f o r e  e n t r y  o f  j u d g m e n t ,

(d) E v e r y  c a u s e  o f  a c t i o n  u n d e r  t h i s  s t a t u t e  s u r v i v e s  t h e  

d e a t h  o f  a n y  p e r s o n  w h o  m i g h t  h a v e  b e e n  a p l a i n t i f f  o r  d e f e n d a n t .

(e) No p e r s o n  m a y  s u e  u n d e r  t h i s  s e c t i o n  m o r e  t h a n  two y e a r s  

a f t e r  t h e  c o n t r a c t  o f  sal e .  No p e r s o n  m a y  s u e  u n d e r  t h i s  s e c t i o n  

(1) i f  t h e  b u y e r  r e c e i v e d  a w r i t t e n  o f f e r ,  b e f o r e  s u i t  a n d  at a 

t i m e  w h e n  h e  o w n e d  t h e  s e c u r i t y ,  t o  r e f u n d  t h e  c o n s i d e r a t i o n  p a i d  

t o g e t h e r  w i t h  i n t e r e s t  at s i x  p e r c e n t  p e r  y e a r  f r o m  t h e  f.ate of 

p a y m e n t ,  l e s s  t h e  a m o u n t  o f  a n y  i n c o m e  r e c e i v e d  o n  t h e  s e c u r i t y ,  ■ 

a n d  h e  f a i l e d  to a c c e p t  t h e  o f f e r  w i t h i n  t h i r t y  d a y s  o f  i t s  r e­

c e i p t ,  o r  (2) i f  t h e  b u y e r  r e c e i v e d  s u c h  a n  o f f e r  b e f o r e  s u i t  a n d  

at a t i m e  w h e n  h e  d i d  n o t  o w n  t h e  s e c u r i t y ,  u n l e s s  h e  r e j e c t e d  

t h e  o f f e r  i n  w r i t i n g  w i t h i n  t h i r t y  d a y s  o f  i t s  r e c e i p t .

(f) N o  p e r s o n  w h o  h a s  m a d e  o r  e n g a g e d  i n  t h e  p e r f o r m a n c e  o f  

a n y  c o n t r a c t  i n  v i o l a t i o n  o f  a n y  p r o v i s i o n  o f  t h i s  a c t  o r  a n y  

r u l e  o r  o r d e r  h e r e u n d e r ,  o r  w h o  h a s  a c q u i r e d  a n y  p u r p o r t e d  r i g h t  

u n d e r  a n y  s u c h  c o n t r a c t  w i t h  k n o w l e d g e  o f  t h e  f a c t s  b y  r e a s o n

o f  w h i c h  i t s  m a k i n g  o r  p e r f o r m a n c e  w a s  i n  v i o l a t i o n ,  m a y  b a s e  

a n y  s u i t  o n  t h e  c o n t r a c t .

(g) A n y  c o n d i t i o n ,  s t i p u l a t i o n ,  o r  p r o v i s i o n  b i n d i n g  a n y  

p e r s o n  a c q u i r i n g  a n y  s e c u r i t y  to w a i v e  c o m p l i a n c e  w i t h  a n y  p r o ­

v i s i o n  o f  t h i s ' a c t  o r  a n y  r u l e  o r  o r d e r  h e r e u n d e r  is void.

(h) T h e  r i g h t s  a n d  r e m e d i e s  p r o v i d e d  b y  t h i s  a c t  a r e  i n

a d d i t i o n  to a n y  o t h e r  r i g h t s  o r  r e m e d i e s  t h a t  m a y  e x i s t  at l a w  o r

i n  e q u i t y ,  b u t  t h i s  a c t  d o e s  n o t  c r e a t e  a n y  c a u s e  o f  a c t i o n  n o t

s p e c i f i e d  i n  t h i s  s e c t i o n  o r  s e c t i o n  2 0 2 (e 
£

S e c t i o n  A l l ,  J U D I C I A L  R E V I E W  O P  O R D E R  -,

(a) A n y  p e r s o n  a g g r i e v e d  b y  a f i n a l  o r d e r  o f  t h e  A d m i n i s t r a­

t o r  m a y  o b t a i n  a r e v i e w  o f  t h e  o r d e r  i n  t h e  Si D e r i o r  C o u r t  b y
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t i  i i  v  m  • •• , \ ■ =?i * i i i a ’/s. a :  -e t ► « n t -r y  o :  t.*i« o r d ? p  h

VfT'.l

i n  T/.'i o r  1 n . A ■■ y of the ■. 'idi.-u : i  a fortvhw a t '■ 

u p o n  the A inilirl r f ra r or. a n d  t < •: re. p r v  t he Ado in 1st: r a t e r  

tra'i ) c e r t i f y  an/'i i: > 1 p. c o u r t  a an,', ni t rii iru a n d  e v i d e n c e  

up/ • w h i c h  the ' O i s r  w a 4 e n t e r e d  V?t .t: ; 1 r , : ... t e e n  tiled,.

11 ’• «ourt h a s  .1 "■ ;?i n  jvrisd.iotian ’-o i i i  i :■ :, m o d i f y ,  o n f o r c  -■.

a 3-1 a s i d e  t h e  v v d n r ,  in w h o l e  o i  L~, pen ’ i c f i n d i n g s  ol 

id': A d m i n l s t r a  h  >r o' ;i : '< h e  i & •" t s , if r  i p p o m  eo. oy c o m p e t e n t ,

ial a n d  sub p t a n f no - e v i d e n c e ,  a r e  conr ip o  i vd> If e i t h e r  

t a d  y a p p l i e s  te ; h- ; foi' i e a b e  u  ad.dv a d d i t i o n a l  m a t e r i a l  

e /i 1 nice, a n d  s h o w s  El M e  :-ai i of a c t  ion of -  , no art tha' t h e r e  

it -.a-.- r e a s o n a b l e  t , .■ M~: : o r  r a l l u r e  to ad'Vi e the e v i d e n c e  I n  t h e

•via, •• 1 n g  b e f o r e  h  e ;v i. > v  r s : or, t h e  no art m o  o r d e r  t h e  a d d i -  

1 1 Ox a | e v i d e n c e  r = be »-*k*n b e f o r e  t h e  A d m i n i a t r a n o r  and. to be 

ad 1 ; 'ni u p o n  t h e  i o«.. ». in a ;vh m a n  re r a it i • p ■ : s; o h  idlt ions

a s  n o  court coii3'i d e v p r o p e r .  T h e  /idol n in i at o r  n a y  m o d i f y  h i s

:. i i-dings a n d  o r d e r  !*••• r 3:-rri o f  the a d d l  i. Lbaal s / i d e u c o  aid shall

i i ■ - in fir ' r ■ f he a ; ’ t ; a i  e v i d e n c e  cty-h 1: ni ch a if, j od i , j e

o : ■ .!' 1:i-i 1 jigs '•• •vc-b.-- , T h e  j u d g m e n t  of I tv c o u r t  is final,

id ) :■ r ;-•••.•- : . c , : p ro rdied 1 Tigs rode: e.bisect j.. m  fa)

'"loftri n o  I;, n.n i 03? ' p ' i i  i ai y  o r d e r e d  by ilri c o u r t  o p e  t a t e  3S

a  f: i a y  o f  t h e  -A'ltd n i  c ; ran  ■■ v r 5 fl o r d e r .

h e c 1.1 o n ~f\ c>, r t :  .. • -r.BMS, Q K D E R S  , A ‘J J} H E A  P I . -i IS ,

( a ) T h e  A d v l  n i i . ' f r - a t r n ’ m a y  f r o m  t i m e  i.o t . i m e  m a k e ,  a m e n d ,  

a n d  r e s c i n d  s u e f  n i i . o h  f o r m s ,  a n d  o r d e r s  a s  a r e  n e c e s s a r y  t o  

c a t . - . ,  o u t  th*- p  r •• i 3 i i o r  f h i s  a c t ,  i n c l n d l u g  r u l e s  a n d  f o r m s  

p i O v e y n l n g  r e e d  S' - . :J  m  . I;s, a p p l i c a t i o n s ,  a n d  r e p o r t s ,  a n d
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defining any terms,, whether or not used in this act, insofar as 

the definitions are not inconsistent with the provisions of this 

act. For the purpose of rules and forms, the Administrator may 

classify securities, persons, and matters within his jurisdiction, 

and prescribe different requirements for different classes.

(b) No rule, form, or order may be made, amended, or r e­

scinded unless the Administrator finds that the action is nec­

essary or appropriate in the publii interest or for the protec­

tion of investors and consistent with the purposes fairly in­

tended by the policy and provisions of this act. In prescribing 

rules and forms the Administrator may cooperate with the securi­

ties administrators of the other states and the Securities and 

Exchange Commission with a view to effectuating the policy of 

this statute to achieve maximum uniformity in the form and con­

tent of registration statements, applications, and reports where- 

ever practicable.

(c) The Administrator may by rule or order prescribe (l) 

the form and content of financial statements required under this 

act, (2) the circumstances under which consolidated financial 

statements shall be filed, and (3) whether any required financial 

statements shall be certified by independent or certified public 

accountants. All financial statements shall be prepared in accor­

dance with generally accepted accounting practices.

(d) All rules and forms of the Administrator shall be p u b­

lished .

(e) No provision of this act imposing any liability applies 

to any act done or omitted in good faith in conformity with any 

rule, form, or order of the Administrator, notwithstanding that 

the rule, form, or order may be later amended o.r rescinded or be
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d e t e r m i n e d  b y  j u d i c i a l  o r  o t h e r  a u t h o r i t y  to be i n v a l i d  f o r  a n y  

r e a s o n ,

(f) E v e r y  h e a r i n g  i n  a n  a d m i n i s t r a t i v e  p r o c e e d i n g  s h a l l  be 

p u b l i c  u n l e s s  t h e  A d m i n i s t r a t o r  i n  h i s  d i s c r e t i o n  g r a n t s  a r e q u e s t  

j o i n e d  i n  b y  a l l  t h e  r e s p o n d e n t s  t h a t  t h e  h e a r i n g  be c o n d u c t e d  

p r i v a t e l y .

Section ^13. ADMINISTRATIVE PILES A M3 OPINIONS.

(a) A d o c u m e n t  i s  f i l e d  w h e n  i t  i s  r e c e i v e d  b y  t h e  A d m i n­

i s t r a t o r .

(b) T h e  A d m i n i s t r a t o r  s h a l l  k e e p  a r e g i s t e r  o f  a l l  a p p l i c a­

t i o n s  f o r  r e g i s t r a t i o n  a n d  r e g i s t r a t i o n  s t a t e m e n t s  w h i c h  a r e  o r  

h a v e  e v e r  b e e n  e f f e c t i v e  u n d e r  t h i s  a c t  a n d  a l l  d e n i a l *  s u s p e n­

sion* o r  r e v o c a t i o n  o r d e r s  w h i c h  h a v e  b e e n  e n t e r e d  u n d e r  t h i s  act. 

T h e  r e g i s t e r  s h a l l  b e  o p e n  f o r  p u b l i c  i n s p e c t i o n .

(c) T h e  i n f o r m a t i o n  c o n t a i n e d  i n  o r  f i l e d  w i t h  a n y  r e g i s t r a­

t i o n  s t a t e m e n t *  a p p l i c a t i o n *  o r  r e p o r t  m a y  b e  m a d e  a v a i l a b l e  to 

t h e  p u b l i c  u n d e r  s u c h  r u l e s  a s  t h e  A d m i n i s t r a t o r  p r e s c r i b e s .

(d) U p o n  r e q u e s t  a n d  at s u c h  r e a s o n a b l e  c h a r g e s  a s  h e  p r e ­

s c r i b e s *  t h e  A d m i n i s t r a t o r  s h a l l  f u r n i s h  to a n y  p e r s o n  p h o t o -  

s t a t i c  o r  o t h e r  c o p i e s  ( c e r t i f i e d  u n d e r  his seal o f  o f f i c e  i f  

r e q u e s t e d )  o f  a n y  e n t r y  i n  t h e  r e g i s t e r  o r  a n y  d o c u m e n t  w h i c h  i s  

a m a t t e r  o f  p u b l i c  r e c o r d .  I n  a n y  p r o c e e d i n g  o r  p r o s e c u t i o n  

u n d e r  t h i s  act* a n y  c o p y  so c e r t i f i e d  i s  p r i m a  f a c i e  e v i d e n c e  o f  

t h e  c o n t e n t s  o f  t h e  e n t r y  o r  d o c u m e n t s  c e r t i f i e d .

(e) T h e  A d m i n i s t r a t o r  i n  h i s  d i s c r e t i o n  m a y  h o n o r  r e q u e s t s  

f r o m  i n t e r e s t e d  p e r s o n s  f o r  i n t e r p r e t a t i v e  o p i n i o n s .

S e c t i o n  ytfl4. S C O P E  O F  T H E  A C T  A N D  S E R V I C E  O F  P R O C E S S .

(a) S e c t i o n s  101* 2 0 1 ( a ) *  301* 405* a n d  410 a p p l y  t o  p e r s o n s  

w h o  s e l l  o r  o f f e r  t o  s e l l  w h e n  (1) a n  o f f e r  t o  s e l l  is m a d e  i n
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this state, or (2) an offer to buy is made and accepted in this 

s t a t e .

(b) Sections 101, 201(a), and 4 05 apply to persons who b u y  

or offer to buy when (1) an offer to buy is made in this state, 

or (2) an offer to sell is made and made accepted in this state.

(c) For the purpose of this section, an offer to sell or

to buy is made in this state, whether or not either party is then 

present in this state, when the offer (1) originates f r ; . this 

state or (2) is directed by the offeror to this state and r e­

ceived at the place to which it is directed (or at any post 

office in this state in the case of a mailed offer).

(d) For the purpose of this section, an offer to buy or 

to sell is accepted in this state when acceptance (1) is commu­

nicated to the offeror in this state and (2) has not previously 

been communicated to the offeror, orally or in writing, outside 

this state; and acceptance is communicated to the offeror in th.! s 

state, whether or not either party is then present in this state, 

when the offeree directs it to the offeror in this state reason­

ably believing the offeror to be in this state and it is re­

ceived at the place to which it is directed (or at any post 

office in this state in the case of a mailed acceptance).

(e) An offer to sell or to buy is not made in this state 

when (l) the publisher circulates or there Is circulated on his 

behalf In this state any bona fide newspaper or other publication 

of general, regular, and paid circulation which is not published 

in this state, or which is published in t. is state but has had 

more than two-thirds of its circulation outside this state during 

the past twelve months, or (2) a radio or television program 

originating outside this state is received i this state,
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(f) Sections 102 and 201(c), as.well as section 405 so far 

as investment advisers are concerned, apply when any act instru­

mental in effecting prohibited concjuot is done in this state, 

whether or not either party is then present in this state.

(g) . Every applicant for registration under this act and 

every issuer which proposes to offer a security in this state 

through any person acting on an agency basis in the common-law 

sense shall file with the Administrator, in such form as he by 

rule prescribes, an irrevocable :consent appointing the Adminis­

trator or his successor in offibe to be his attorney to receive 

service of any lawful process in any non-criminal suit, action,

or proceeding against him or his successor executor or administra­

tor which arises under this act ior any rule' or order hereunder 

after the consent has been filed, with the same force and vali­

dity as if served personally on the person filing the consent. A 

person who has filed such a consent in connection with a previous 

registration need not file another. Service may be made by leav­

ing a copy of the process in the office of the Administrator, but 

it is not effective unless (l) the plaintiff, who may be the 

Administrator in a suit, action, or proceeding instituted by him, 

forthwith sends notice of the service and a copy of the process 

by registered mail to the defendant or respondent at his last 

address on file with the Administrator, and (2) the plaintiff's 

affidavit of compliance with this subsection is filed in the case 

on or before the return day of the process, if any, or within 

such further time as the court allows.

(h) When any person, including ;ainy nonresident of this 

state, engages in conduct prohibited 01? made actionable by this 

act or any rule or order hereunder, and he has not filed a con-
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sent to service of process under subsection (g) and personal 

jurisdiction over him cannot otherwise be obtained in this state, 

that conduct shall be considered equivalent to his appointment 

of the Administrator or his successor in office to be his attor­

ney to receive service of any lawful process in any non-criminal 

suit, action, or proceeding against him or his successor executor 

or administrator which grows out of that conduct and which is 

brought under this act or any rule or order hereunder, with the 

same force and validity as if served on him personally. Service 

may be made by leaving a copy of the process in the office of the 

Administrator, and it is not effective unless (l) the plaintiff, 

who may be the Administrator in a suit, action, or proceeding 

instituted by him, forthwith sends notice of the service and a 

copy of the process by registered mail to the defendant or re­

spondent at his last known address or takes other steps which 

are reasonably calculated to give actual notice, and (2) the 

plaintiff's affidavit of compliance with this subsection is filed 

in the ease on or before the return day of the process, if any, 

or within such further time as the court allows,

(i) When process is served under this section, the court, 

or the Administrator in a proceeding before him, shall order 

such continuance as may be necessary to afford the defendant or 

respondent reasonable opportunity to defend.

Section #15. STATUTORY POLICY. This act shall be so con­

strued as to effectuate Its general purpose to make uniform the 

law of those states which enact it and to coordinate the in t e r­

pretation and administration of this act with the related fed­

eral regulation.

Section 4l6. SHORT TITLE. This act may be cited as the 
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Uniform Securities Act,

Section 41?, E F F E C T I V E  D A T E .  T h i s  \et s h a l l  b e  in fu l l  

force and effect from and after the date of i t s  passage and 

approval or upon its becoming law without such approval.
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