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Title: © West Virginia Securities Rules and Regulations
: : ,
Sectlonﬂ-eg/ General

E 01 Scope - These legislative rules establish the rules and
regulations which govern any securities matter in this State.

..5.02 Anthority - West Virginia Code 32-4-1,2,3,4
32-4-412

29103 Filing Dats - 6/127857 °
iAo 24, Fiing pae

0 17
g Effective Date — 6/12/85

7 A.Oefewc

Section lﬂ.@ Rules of Practice and Procedure

: (ot
The rules included in this sechtion ( through 16-68) are procedural
. riles, and are adopted pursuant to the provisions of Chaphter 32, Article 4,

Section 412 of the West Virginia Oode, as amended, and they shall govern the
practice before the Securities Coamissioner, in accordance with the provisions
of Chapter 29A and Chapter 32, Article 4, Section 412 of the West Virginia
Code, as amended. These rules do ot apply to investigations, except where

made specifically applicable.

16.01 Business Hours — The gé&heral office of the Comnissicner shall
be open fram $:00 a.m. to 5:00 p.m. each day, except Saturdays, Stmdays and .
legal holidays.

10.02 Cormunications - All cammunicaticons, including correspondence,
moticns, and pleadings shall be addressad to and he filed with the State
2uditor's Office, Securities Division, West-118, State Cam_tol Bu_'l.ldmg
Charlestcon, West Virginia 25305,

10.03 . Date of Receipt - All commmications, including correspondence,
motions, and pleadings shall be desmd to be filed or received on the date on
which they are actually received by the Divisicn, party or &ther person.

10.04 Camutation of Time ~ Computation of any pericd of time referred
to in the rules shall begin with the first day following that on which the act
which initiates such period of time occcurs. When the last day of the period
sc computed is a day cn which the office of the Commissioner is closed, the
period shall run until the end of the following business day. When such period
. of time with the intervening Saturdays, Sundays, and legal holidays counted

is five (5) days or less, the sald Saturdays, Sundavs, and legal helidays
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shall be excluded from the computation; otherwise such days shall ke included
in the computation.

10.05 Filing Papers - Commumnications addressed to the Commissioner,
and petitions, applicaticns, amswers and other pleadings, all exhibits, dep-—
ositicns, transcripts, orders and other papers or documents shall be filed
in the general offices of the Comissioner, arﬂshallbestaxrpedsl‘mmgthe
date of the receipt thersof.

10.06 Notice of Proceedings; Hearings - (1) Notice of Proceedings;
Crder of Proceadings. wWhenever an order for proceeding is issued by the Com
missioner appropriate notice thereof shall be given by the Deputy Cammissioner
or other duly designated employee of the Comnissioner to each party to the
proceeding, and any other persom entitled to notice, or to the person desig-
nated by any such party or person as being authorized to receive on his behalf
notice issued by the Comissioner. The parties or persons entitled to notice
shall be timely informed of the time, date, place and nature of any hearing
and the legal authority and jurisdiction under which the hearing is to be held,

and shall be furnished a short and sinple statement of the matters of fact and

law tc be considered and determined. In proceedings in which an answer is
directed, the order for the proceeding shall be set for the action proposed
and the factual and legal basis alleged therefor, in such detail as will
permit a specific response thereto.

(2) MNotice of Bearing; Servicg cof Notice. The time and place for any
hearing in a proceeding shall be fixed with due regard for the public interests
and the convenience and necessity of the parties or their representatives.

Fach party or person entitled to notice shall be given notice of hearing at
least twenty-cne (21) days pricr to the hearing, and such notice may be given
by registered mail, or certified mail, addressed to his last known b.lsz_ness
or residance address or to the address of his agent for service.

(3} Effect of Failure to Appear. If any perscn who is named in an
order for proceeding or any Stop-order, revocation order, suspension or
termination order, or the like as a person against whom findings may be made
or sanctions imposed in the proceeding does not file a notice of appearance
in the proceeding within fifteen (15) days after service upon him of the
order for proceeding (unless a different time pericd is specified in the
order), or if he fails to appear at a hearing of which he has been duly
notified, such perscn shall be deemed in default and the proceeding or order
may be determined against him upcn consideration of the order for proceeding,
the allegations of which may be deamed to be frue. For purpese of this sub-
section, an answer shall constitute a notice of appearance.

10.07 Answers - (1) When Required. In any order issued by the Com-
missioner, the Commissicner may direct that any party respondent shall file
an answer to the allegatlons conta:r_ned thersin, and any part respondent may
file an answer, :
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(2) Time to File. Except where a different pericd is provided by rule
or crder, a party respendent directed to file an answer as provided in Section
10.07(1) shall do so within fifteen (15) days after proper service wpon him
of the order for proceeding. Any other person admitted to such a proceeding
may be required to file an answer within such time as is directed by the
rresiding hearing officer or the Commissicner. Where amendments to the
matters of fact and/or law to ke considered in such proceeding are authorized
subsequent to the institution of the proceeding, the parties may be reguired
to answer within the matiers of fact axd/or law to be considered and as
amerded within seven (7) days after any such amendment has been authorized.

{3) Requirements; Effect of Failure to Deny. Unless otherwise directed
by the Comissicner, an answer required by Secticon 10.07 shall specifically
admit, deny or state that the party does not have and is uable o obtain
sufficient information to admit or deny each allegation in the order. A
statement of a lack of information to admit or deny each allegation in the order.
A statement of a lack of informmaticn shall have the effect of a denial. Any
aJlegatlonnotdemedshallbedeeredtobeadmltted When a party intends
in good faith to deny only a part or a qualification of an aliegation, he
shall specify so much of it as is true and shall deny only the remainder.

16.08 Replies — There shall be no reply other than an answer as pro-
vided in Section 10.07 of these Rules.

10.09 Arerdments — Leave to file amendments to any pleading will be
allowed or denied as a matter of discretion. Ieave to amend shall be freely
given as justice requires, and cannot be unreasonably withheld.

10.10 - Settlaments, Agreements and Conferences - (1) Cffer of .
Settlement. (a) Parties may propose In writing offers of settlement which
shall be submitted to and considered by the Comissioner where time, the
nature of the proceedirng, and the public interest permit. 8Such offers may
be made at any time during the course of the proceeding;

(k) Upon the agreement and the reguest of the interested parties, the pre-
siding hearing officer or the Cammissioner or his designated employee may ex—
press his views regarding the appropriateness of any offer of settlement with
the understanding that the request by the parties constitutes a waiver of any
right to claim prejudgment by the presiding hearing officer or the Commissicner
or his designated employee based on the views the presiding hearing officer .

or the Commissioner or his desicnated employee expresses, and said person in
any event in his/their discretion may decline to express any view on the offer.
Wnere the Commissicner rejects an offer of settlement, the party meking the
offer shall be notified of the Commissioner's action and the offer of settie-
ment shall be deemed withdrawn and such offer and any documents relating thersto
shall not constitute a part of the reccrd. Where the Coamissioner deems it
appropriate, he may also give the party rrekg_ng the offer an cpportunity to

make an oral presentation to the Comissioner.
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(2) Conferences. At the opening of a hearing or at any other time during
the course of any proceeding, to the extent practicable, where time, ths
nature of the proceeding, and the public interest permit, the presiding
hearing officer or the Commissicner or his designated employee shall, at the
request of any party or upeon his own motion, hold or order conferences for the
purpose of clarifying and simplifying issues and otherwise facilitating or
expediting the proceeding. At the conference or otherwise, the presiding
hearing officer, or the Cormissioner, or his designated employee, at the
request of any party or upon his own motion, where he believes such action
would tend to expedite the proceedings or promote fairness, may in his dis-
cretion and with due regard for the convenience and necessi cf the parties
or their attorneys, order a party to Surnish where practicable any or all of
the following: an outline of his case or defense; the legal thecries upeon
which he will rely; the identity of the witnesses who will testify on his be—
half; and copies of or a list of documents which he intends to introduce at

16.11 " Parties -

(1) %o May Become Parties. Any interested representative, agency,
authority or instrumentality of the United States or any interestesd State,
State Commission, municipality or cther political subdivision of a State shall
become a party to any proceeding upon the filing of a written nctice of appear-
ance therein. ) -

{(2) When Intervention Granted. Except as provided in Section 10.11(1),
of these Rules, no person shall be admitted to a proceeding by intervention
unless the Commissicner is satisfied on the basis of the written application
of such person {and any evidence taken in connection therewith) that his
participation as a party will be in the public interest. .

10.12 Consolidation ~ By order of the Camissioner proceedings in-
volving a common questicn of law or fact may be joined for hearing of any or all
of the matters at issue in the proceedings and such proceedings may be con-
solidated; and the Commissioner may make such orders concerning the conduct
of such proceedings as may tend to be necessary to avoid unnecessary costs or
delay. _

15.13 Service -

(1) By the Commissicner. Service of camplaints, orders, decisions,
pleadings, moticns, and processes of the agency shall normally ke by registered
or certified mail. . :

{2) On the Cormissioner. For the purposes of proceedings under these rules
only, service upcn the Cormissioner may be made by £iling the paper or papers
in the general offices of the Commissicner. :
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(3) Parties and other Persons. All papers, mcludmg,hzt not limited
to, applications, notices, pleadings, petiticns, motions,. btiefs, memoranda,
and other documents, filed by any party or other person with the Cammissioner
or a presiding hearing officer shall be served by registered or certified mail -
upon all parties to the proceedings. Proof of service shall accompany all
papers when filed or shall be filed within seven (7] days thereafter.

10.14 St:._pulat:.ons — In the discretion of the Commissioper or his
designated em::loyee or the presiding hearing officer, the parties may by
stipulation in writing filed with the Commissioner or his designated emplovee
or the presiding hearing officer at any stage of the hearing, agree upcn any
pertinent facts in the proceeding. In making his findings, the Comissioner
or his designated emplovee or the presiding hearing officer need not be bound
by any such stipulation.

10.15 "~ Presiding Officer — The hearing shall be conducted by a pre-
siding cfficer who may be a duly appointed hearing officer, the Deputy Com—
miss:.oner, or a meamber of the Commissicner's Staff aprointed by the Com—
missioner to conduct the hearing. The hearing officer shall have all those
powers conferred by Chapter 293, Article B, Section 1 of the West Virginia

Code, as amernded. A report shall be filed with the Coymissioner by the hearing
. officer after the termination %o the hearing.
A

10.16 Extension of Time and Adjourrments —

(1) Comissioner May Extend, Postpone, or Adjouwrn. Except as otherwise
provided by law, the Commissioner at any time, or at any time prior to the
filing of the initial decision or, if no initial decision is to be filed, at
any time prior to the closing of the record, for good cause shown, may extend
any time limits prescribed by these rules for filing any papers and may post-
pong or adicurn any hearing.

(2) Limitations on Postponements and Adjourmments. A hearing before the
presiding officer, as set cut in Section 10.15 of these Rules, shall kegin at
the time and place ordered by the Cormissioner, provided that within the limits
provided by the statute, said presiding officer may for good cause postoone the
commencemant of the hearing for a reasonable period of time or change the
place of hearing. Any convened hearing may be adjourned to such time and place
as may be ordered by the Comnissicner. The Comissicner's policy is that
such postponements or adjcurrments should normally mot excesd thirty (30) days.
If the Comnissioner or the presiding officer orders a postponement or an ad-
Jourmment for a penod exceeding thirty (301 days, the reasons for so &oing
shall be stated in his order.

10.17 Evidence -

. (1} Presentation and Admission. All witnesses at a hearing for the
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purpose of taking evidence shall testify under cath or affirmaticn, which shzall
be presented by the presiding hearing officer, as described in Section 10.15

of these Rules. Every party shall have the right to present such oral or
documentary evidence and to conduct such cross-examination as may be required -
for a full disclosure of the facts. The said presiding officer shall regulate
the course of the hearing as provided in Chapter 292, Articie 5, Sections 1 and
2 of the West Virginia Code, as amended. E : - ,

(2} Subpoenas. The presiding officer, or the Comissioner or his desig-
rated employee as described in Section 10.15 of these Rules, may issue
subpoenas and/or subpoenas duces tecum, according to the provisions of Chapter .
29A, Article 5, Section 1(b), and Chapter 32, Article 4, Section 407 of the
- West Virginia Code, as amended.

(3) Official Notice. In any proceeding official notice may be taken by
the presiding officer or judicially cognizable facts. All parties shall
be notified either before or during the hearing, or by reference in preliminary
reports or ctherwise, of the material so noticed and they shall be given an
ocprortimity to contest the facts so noticed. . . . .

10.18 Cral Argqument — A party shall have the right before the close
of the hearing To argue orally, but the presiding officer, as provided by
Section 10.15 of these Rules, may impose reascnable limitations upon the
length of such argument. The Commissioner may in his. discretionpermit
additional coral arqument at any time after the close of a hearing, provided
all parties are given reasonable cpportunity to be heard.

10.15 . Briefs - Briefs may be filed by a party or any interested
person either before or during the course of a hearing or within such time
thereafter as the presiding officer, as provided in Section 10.15 of these
Rules, shall designate. Failure to file a brief shall in no way prejudice
the rights of any party.

10.20 Revocation of Registration-Written Findings - The presiding
officer shall issue written findings of fact and conclusions of law after
the termination of a hearing held relative to the revocation of a registration
as follows: {(a) Therevocation of the registration of a broker-dealer or
agent, pursuant to Chapter 32, Article 2, Section 204 of the West Virginia
Code, as amended; or (b) The revocation of any registration statement pursuant
tc Chapter 32, Article 3, Section 306 of the West Virginia Code, as amended.

5_“)”2?'_ .
Section%@-@—gRegistration of Broker-Dealers and Agents

Ezch of the rules in this section (11.00 through 11.02) is a legislative
rule, ard each is adopted pursuant to the provisions of Chapter 32, Article 4,
Section 412 of. the West Virginia Code and Chapter 32, Article 2, Sections 201,
202, 203 and 204 of the Code, ard each rule relates to Chapter 32, Article 2
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Sections 201, 202, 203 and 204 cof the Code.

11.01 Registraticn Requirement -

(a) (reserved)
(b)

(1) (feserved)

(2) Prohikition Against Dual Registration. No person shall be con-
currently registered as an agent of more than one broker—-dealer or issuer.
The Commnissioner may waive this recuirement upon a finding that control and
management: of the muitiple broker—dealers or issuers, as the case may be,
are substantiaily identical. Yo waiver will be considered, in any case, except
upon written application to the Comnissioner for such and including with said
arplication all pertinent materials relatlryg to the reason (s) which the ap-
plicant believes entitle him/her to a weiver.

(c) Registration Expiration Date. Every registration of a broker—dealer,
agent, issuer agent or investment adviser, expires: .

(1) In the case of a broker-dealer, issuer agent, and investment adviser,
one vear fram its effective date, uniless renewed or soocner revoked, cancelled
or withdrawn; .

{2) In the case of an agent of a broker—dezler who is not a member of
the National Association of Securities Dealers, Incorporated, one year from
its effective date or concurrently with the expiraticn, revocation or can~
cellation of the registration of the associated broker-dealer or issuer,
whichever is sooner, unless said agent registration is renewed or sooner
revokes, carelled or withdrawn.

(3) In the case of an agent employved by a broker-dealer that is a member
of the Naticnal Associaticon of Securities Dealers, Inc., on Decamber 31 of -
each year, unless renewed Or sooner revoked, cancelled or withdrawn.

{4) In the case of a broker—dealer who is a member of the Naticnal
Association of Secur:.t:.es Dealers, Inc., on December 31 of each year; this
expiration prcv:.s:.on for such broker-dealers shall be effective when such
broker-dealers are informed that the Commissioner is participating in the
NASD's Central Regls’cratz_on DepOSJ.tory System with respect to kbroker-
dealers. '

11.¢2 Registration Procedure -

{a) (1) An application for registraticn as a broker-dealer in West Virginia
shall contain:
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(A} A copy of Revised SEC Form BD as adopted by the SEC effective January
1, 1884; the Commissioner will be participating in the NASD's CRD System with
respect to broker—dealers when the CRD system makes such an arrangement pos-—
sible; at that time all applicants will be informed of and will follow the
procedures for such part:i_c:.patlon as the Camissioner firds appropriate.

(B} A non-refurndable filing fee in the amount provided in Chapter 32,
Zrticle 2, Section 202(b) of the West Virginia Code, made payable to "State
Auditor of West Virginia';

(C} Form U-2;
(D} TForm U-2A:
(E} TForm U-4, and a non-refimdable filing fee in the amount provided in

Chapter 32, Article 2, Section 202(b) of the West Virginia Code, for each
agent except as provided in Section 11.02(a} (2) of these Rules;

(F) A list by location of each branch office in the State, including
for each location the identity of the reg:.stered agent arnd the designated

supervisor;

(G) A statement of financial condition of the applicant prepared in
accordance with the generzlly acceprted accounting principles and accanpanied
by an auditor's report containing an uwngualified opinion of an independent
certified public accountant. For an applicant that has not yvet commenced to
act as a registered broker—dealer in ancther state, the statement of financial
cordition shall consist of the applicant's most recent audited financial .
statament and an interim unaudited Ffinancial condition, the Commissioner mav
require the filing of separate schedules (i) listing the securities owned by
the applicant valued at the market; (ii) stating material contractual com-
mitiments of the applicant not otherwise reflected in such statements, and
(1ii) describing contingsnt liabilities of the applicant not otherwise reflect-
ted in such statements, the realization of which would have a materizal effect
on the applicant's net capital. : o ]

-

(2) Agent Registration Procedure. Ca) A broker—dealer which is not a
member of the National Associaticon of Securities Dealers, Inc. ("N.A.S.D.™),
and which seeks registration of an agent in this State shall file Form U-4
and a non-refimdable filing fee in the emount provided in Chapter 32, Article
2, Secticn 202(b) of the West Virginia Code ("Code"), far each agent to be
registered. Broker—dealers which are members of the MNASD, and which seek
registration of an agent in this State shall, in lieu of f£iling Form U-4 or
Form U-5 directly with this State, file Fomm U-4 through the NASD's Central
Registration Depository System, The Central Registration Depository ("CRD™)
System shall be maintained hy NASDAQ, Inc., a subsidiary of the NASD pursuant
to an agresement with, and under the quidelines established by, the North
Averican Securities Administrators Association, Inc. This alternative method
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of filing agent application forms shall be in effect so long as the Commission-
er ig a participant in the CRD System.

Filings through the CRD Svstem shall be forwarded to Membership Deoartrrent,
National Asscociation of Securities Dealers, Inc., 1735 K Street, N.W., Washing-
ton, D.C. 20006, with appropriate fees. These fees shall ke known as "in lisu
filing fees". Only current Forms U-4 and Forms U-5 will be accepted for filing
to register, amend information or terminate a registration. e

Although filings shall be made by the NASD member firm on behalf of the
agent, nothing in this procedure shall ke constzrued to, or shall relieve the
individual agent of any responsibility or l;.ab:.l:.ty under Chapter 32 of the
© Code.

Should the statutory registration fee be increased for fi_'l.ing directly
with this State, the CRD filing fee shall be incrsased by a like amount.

{v) Examination Requirement - Agents/Broker-Dealers. All applicants
for initial registration as an agent: (1) Shall pass, with a minimin grade of
70%, the applicable qualifying examination required by the NASD, National
Securities or Commodities Exchanges, and/or the SEC, and (2) Shall pass, with
a minimm grade of 70%, the Uniform Securities Agent State ILaw Examination
{(USASLE) administered by the NaSD.

Appllca.nts for initial reglstratlon as broker-deaiers shall pass, with
a minimom grade of 70%, the applicable gualifying examinations reguired by
the NASD, National Securities or Commodities Exchanges and/or the SEC. The
Commissicner does not administer examinations, but reserves the right to
require an applicant for initial registraticn as a broker—dealer toc pass a
written or oral examination or koth administered by the Ccmn:.ss:.oner or his
des:l.gnee.

11.02(z) (2} {b) (2) vaiver of Eb-:am:nat:.on Requ;ra':ent - For purposes
of the examination requirement for agents and broker-dealers set out in Sect:l.on
11.02(a) (2) (b) {1) of these Rules, a waiver fram this reguirement may be con-
sidered in the following circumstances:

{1) where the applicant has remained continuously registered in the
capacity to be filled in this State without intermption for at least two
years prior to the date. of application for which the walver is sought;

(2) where the applicant submits to the Commissicner written evidence
of effective registration in the capacity to be filled in a different state
without interruption for at least two years prior to the date of application
for which walver is sought;

(3) _w:_-ihere due to the nature 7c-f suc:hocmba.ned c;i.rctznstances as the
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applicant's education, erployment experience, and the limited nature of the
proposed offering or sale of securities in conjunction for which registration
is sought, the applicant appears to be adequately qualified to transact bus-
iness in this State, so that investor protection shouldnot require the ex-
aminaticn otherwise imposed by Section 11.02(a) (2) (b) (1}.

Application for a waiver of the exzmirnation requirement shall be limited
to the three sets of circumstances detailed above. The applicant may apply
for a waiver by submitting a letter to the Camissicner describing the ap-
plicable circumstances for which a waiver maybe ‘aporopriate. Such a letter
shall include such evidence as is necessary to demonstrate the applicant's
entitlement to a waiver. No.oral applications will be acceptable under any
circumstances. Waiver shall not be effective unless it is provided to the
applicant in writing by the Commissioner.

(3) Issuer-Agent Registration. 2An issuer which seeks registration of an
agent in this State shall file Form U-4 .and a non-refundable filing fee in the
amount provided by Chapter 32, Article 2, Section 202(b) of the Code for each
agent to be registered. -

(4) Investment Adviser Registration. An applicant which seeks registration
aganﬁueshzmtadviserintfﬁssmtesmjlfﬂeﬂﬂfollmﬁngwithﬂ'&m—
missicner: ' -

(A) Anexact copy of SEC Form+ADV, incliding all schedules and
continuaticn sheets required in conmection with the sub-
mission of said form as filed with the Securities and Ex~
change Coammission:

(B) A non-refundable filing fee in the amount specified by Chapter
32, Article 2, Section 202(b) of the Code, made payvable to
"State Auditor of West Virginia';

(C) Form U-2 and Form U-2a:

(D) A statement of the financial condition of the applicant prepared
in accordance with feneral accepted accounting principles and
accompanied by an auditor's report containing an uncualified
opinicn of an independent certified public accountant. For an
applicant that has not yet commenced tc act as a registered
investment adviser in any state, his statement of financial
condition shall have been prepared within forty-five days pricr
to the date on which such application is filed. For an applicant
that has commenced to act 2s a registersd investment adviser in
another state, the statement of financial condition shall consiss
of the applicant's most recent audited financial stateament and
an interim unauditied financial statement prepared within forty-
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five days.pricriito the date on which the application is filed.

As part of the statement of finarncizal corndition, the Cormissicner
may require the filing of separate schedules (1) listing the
securities cwned by the applicant valued at the market; (ii)
stating material contractual commitments of the applicant not
otherwise reflected in such statements:; (iii) describing con-
tingent liabilities of the applicant not otherwise reflected in
such statements, the realization of which would have a material
effect on the gpplicant's net capitai.

11.02{a) (2} (b) (5) “Date Registration Becomes Effective - If no denial,
suspension, or revocation order is In effect an no proceeding therefor is
pending, registration becomes effective at noon of the thirtieth day after
the filing of an application is camplets, unless an earlier effective date is
specified in writing by the Cormissioner. No broker-dealer, no agent who is
employed by a broker—dealer who is not an NASD member, issuer-agent or in-
vestment adviser shall transact business in this State until informed, in
writing, by the Camnissicner that the registration is effective. 2Additicnal
exhibits or information .not specifically required but essential to a Ffull
presentation of all material Ffacts relating to the qualifications of the
application should be firnished and properly identified. The Commissioner may
make such exasmination of the applicant and reguest additional information
as he deems appropriate in the consideration of elgibility for registration.

A filing shall be considered ocaplete when the application and all attachments
and exhibits thereto, as required by the Cammissicner, have been filed with,
and are satisfactory to the Camissioner. Apolications filed with the NASD's
CRD are not considered filed with the Commissioner until all data deficiencies,
according to the NASD or the Comuissioner, are corrected. Agents who are -
amployed by NASD-member broker-dealers and who file applications for registra-
tion with the NASD's CRD shall not transact business in this State until in-
forined by the Commissioner that registwration with this State is effective. :
An agent may be deemed to have been informed by the Comissioner that regis-—
tration is effective upon receipt of the NASD'sS written confirmation of reg-
istration for this State. An agent who becomes registered with the Commiss—
ioner pursuant to a filing with the NASD's CRD shall retain at all times

while s0 registered, the written confirmation of such registraticn which is
sent to the agent's employer by the NASD. Retention of the confirmation by
the employer shall be sufficient compliance with this regquirement.

(6) Broker-Dealer, Agent, Issuer-2Agent and Investment Adviser Renewals.
All reglstrations shall automatically expire as provided in Secticn 11.01(2) (c)
of these Rules, unless sodner revoked, ca_;ncelled, or withdrawn.

A broker—dealer which is not a member of the NASD, wishing to renew its
registration and that of its agents, shall file Form 16, including all infor-
mation required by said form, Form 16-2, and the appropriate renewzl fees
not earlier than the first day, nor later than the tenth day of the month in
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which the registration would otherwise expire by law.
A brokar—dealer which is a member of the NASD Wishing to renew its regis-

file Form 16, mludg_ng all information reguired by said fomm,
vriate renewal fee not earlier tlm the first day, nor later than

shall file the appropriate fomms with, submit the appropriate
ees to, and accomplish said renewal through the NASD's CRD, on or

‘before December 31stOf each year.

2An issuer which wishes to renew the registration of its agents shall file
Form 16-2 ard the appropriate renewal fee no earlier than the first day, nor
later than the tenth day of the month in which the registration would normally
expire by law.

Zn irvestment adviser which wishes to renew its registration shall file
W.Va. ¥orm 2DV (3-74) and the appropriate renewal fee not earlier than the
first day, nor later than the tenth day of the menth in which the registration
wold normally expire by law.

The Cammissicner will provide the appropriate renewal forms on, or about,
the first day of the month for which the registration of the particular reg:.s-
trant would normally expire in each year, where appropriate. All renewal =
filings received other than in the above manner shall be deemed to bhe an initial
filing and must meet the reguirarents of Secticn 11.02(a) of these Rules.

(7) Agent and Issuer-Agent Transfers. When an agent or issuer-agent
transfers his connection from one broker-dealer or issuer to another, the
broker-dezler or issuer shzll file Form U-4 and a non-refundable filing fee
in the amount prescribed by Chapter 32, Article 2, Section 202(b) of the Code,
with the Commissicner, or, for agents comnected with NASD-member broker—dea_lers,
with the NASD's CRD. No agent or issuer-agent may transact business in the
state until notified in writing his transfer is effective.

(8) Abandoned Applications. The Comnissioner may order an application
for registration as a broker-dealer, agent, issuer-agent or investment adviser
deemed abandoned when an applicant fails to adequately respond to any request
for additicnal information required under the Code or the regulations thersunder.
The Commissioner shall provide written notice of warning 30 calendar days before
such order is entered. The applicant may, with the consent of the Commissioner,
withdraw the application. ] .

(b) (Reserved) ' '
(e) Successor Broker-Dealer Registration.

(1} A registered broker—dealer which seeks to register a successor pur-
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suant to Chapter 32, Article 2, Section 202 of the Code shall file (A) a copy
of SEC Form BD (excluding schedule F), (B) Form U-2 and (C) a list of all
registered agents associated or to be associated with the successor and a non—.
refundable fee in the amount prescribed by Chapter 32, Article 2, Secticn 202
(¢) of the Code. _ '

(2) In the event that a broker—dealer succeeds to and continues the
business of another registered broker—dealer, the registration of the pre-
decessor shall be deemed to remain effective as the registration of the
successor for & period of 60 days after such succession, or until the last
day of the menth in which the predecessor's registration would normally have
expired, whichever is sconer, provided that Form BD is filed by such successor
within 30 days after such succession or before the last day of the month in
which the predecessor's registration would normaily have expired, whichever
is sooner.

(3) A Form BD, filed by a brocker—dealer parinership which is not regis-
tered when such form is filed and which succeeds as a broker—dealer, shall be
deemed to be an application for registration, even though designated as an
amendment, if it is filed to reflect the changes in the partnershipr and to
furnish required information concerning any new partners.

(4) There shall be no fee as prescribed by Chapter 32, Articie 2, Section
202(b} of the Code for filing Form BD pursuant to Secticn 11.62(c) of these

- [P -

Ruiles, R

(d) Minimm Capital Reguirements. (1) A broker-dealer, investment ad-
viser, or issuer having agents registered in this State, shall corply with
SEC Rules 15¢3-1 (Net Capital Requirements for broker—dealers, 17 C.F.R.
240,15¢3-3), and shall maintain net capital in such minimm amownmts as are
prescribed therein, or in the amount of $25,000, vhichever is greater.

(2) A broker-dealer shall comply with SEC Rule 17a-11, as amended by
FOCUS Report (supplemental current financial and operational reports, 17
C.F.R. 240.17a~11) and shall simltanecusly file with the Camissicner copies
cf all reports and notices that said Rule requires, and the Cormissicner may
by order prescribe as to such broker-dealer such conditions on its right to
transact business in the state as he deems appropriate for the protection of
the public.

(3) The Commissioner may by order exempt any broker-dealer from the
provisions of this section, either unconditionally or upon specified con-
ditions, if by reason of the broker-dealer's membership on a national secur-
ities exchange or the special nature of its business and its financial positien,
and the safeguards that have been established for the protection of customers’ .
funds and securities, the provisions are not necessary in the public interest
or for the protection of investors. : :
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(e} Any broker—dealer, any issuer having agents registered in this state
or wishing to have agents so registered, ard any invesiment adviser which fails
to meet, or does not at all. times maintain the minimm net capital dafined
and required by Section 11.02(d) of these Rules shallbereaulxedtoftmush

registraticn Iwccmmg or ramining effective. SaJ.d surety bond shall be
submitted on the form prescribed by, or on a form acceptable to the Camnissionar,
and shall acknowledge the registrant, as principal, and the surety indebted

and firmly bound unto this state. The conditions of said bond shail be satis-
filed if the principal (i) discharges all obligaticns :erposed on him wnder
Chapter 32 of the Code; (i1) performs all contracts entered into in cormection
with the sale of securities, and accounts for all money and securities caming
into his hands for the use of investors, mammxerprescrlmdbyﬂbecnn-
m:.ss:.one.r, and (iii) such other conditions as the Camissicner shall deem to be
in the public interest. Said bend shall mot be effective for the purposes of
this Section until approval is g:_ven by the Commissioner in such mamer as he
deems apprepriate. Every bond given under this Secticn shall provids for
sultthereonbyanypersonwmhasacauseofactlonmﬁerCha;_:rter:’;z Article
4, Section 410 of the Code, and every bond shall provide that no suit may be
maintained to enforce any liability on the bond unless brought within two =
years after the sale or other act upon which it is hased.

Any appropriate deposit of cash or securities shall be accepted in lieu
of the bond required under this Section, but approval cf such depos:.t shall
not be effective until given by the Comissioner, in writing. Said deposit
shall be made in a manner acceptable to the Camissioner.

¥

Section 12+80 Post Registration Provisicns

Each of the rules in this section (12.00 through 12.02) is a leglslatlve
rule, and each is adopted pursuant to the provisions of Chapter 32, Article
4, Section 412 of the Code and Chapter 32, Article 2, Sections 201,202,203
and 204 of the Code, ard each rule relates to Chapter 32, Article 2 Secticns
201,202, 203 and 204 of the Code.

12.01 Record Kesping Requirements -

(a0 1) A broker—dealer shall comply with SEC Rules 15cl-4 (Confirma-
tion of transacticns, 17 C.F.R. 240.13cl-4), 17a~3 (Records to be made by
certain exchange members, brokers and dealers, 17 C.F.R. 240.172-3) and
17a-4 (Records to be preserved by certain exchange members, brckers and
dealers, 17 C.F.R., 240.17a-4).

(2) A broker—aealer shall immediately telegraph or otherwise expedit-
cusly notify in writing the Commissioner of the theft or mystericus disappear-
ance of any securities or funds from any of its offices, setting forth all
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material facts known to him concermning the theft or disappearance.

(3) An issuer—agent (other than cne employed by or associated with an
issuer registered pursuant to the Invesiment Campany Act of 194Q) registered
pursuant o the Code shall make, keep, and preserve for a periocd mot less
than three years, bocks and records coptaining the following information:

(&) Copiles of zll writing confirming the sale or purchase of

securities;

(B) The date and amount of each cash receipt or disbursement
associated with such sale ¢r purchase of securities;

(C) The number of sharesc'itmlveé, their certificate mmbers, and the
date they were delivered to ar received fram the investor.

(4) An issuver-agent (other than one employed by or associated with an
issuer registered under the Investment Company Act of 1940) shall notify a
custamer in writing at or before campletion of each purchase or sale of a
security, and a debit or a credit for securities, case, and other items in
the account of others., The notice shall state () the identity and price of
the security, (B) the account for which entered, {(C) the date of execution,
(D) the name of the agent handling the transaction, and (E) the fact that the
transaction was unsolicited, if so.-

(5) 2An issuer-agent employed by or asscciated with an issuer registered
under the Investment Company Act of 1940 shall comply with SEC Rules 270.31a-1
(Records to be maintained by registered investment companies, 17 C.F.R. 270.3la-
1), 270.31a-2 (Records to be preserved by registered investment campanies, 17
C.F.R. 270.3a-2) and 270.31a~-3 (Recerds prepared or maintained by others,

17 C.F.R. 270.31a-3). The issuer's campliance with the Rules shall be desmed
campliance by such issuer—-agent.

(6) The person responsible for the day-to-day cperation of an office
of a broker-dealer in this state must be either the broker—-dealer himself
(in case of proprietorship), an officer of the broker—dealer or a registered
agent of the broker-deazler.

(7} Complaint File, Every broker—dealer shall maintain a file which
shall contain all investor camplaints and legal actions against the firm by
West Virginia residents, or against the f£irm's agents registered in West
Virginia. It shall also include any legal or administrative action against
the firm or any of its agents taken by a State or federal agency or self-
requlatory organlzat:f.on. The file shall be maintained in the West Virginia
branch office where the complamt apolles ; as well as the hcme office of the
broker-dealer.
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(8) Market Maker Records. 2Any broker—-dealer which makes a market in
a security shall maintain and preserve for a period of at least five years,
the followjng: (a) Proof. in its files that it is lawful for the broker—dealer
to, in fact, make a market in such securities, i.e., the securities are either
rEgJ.stered or exerpt from registration under Chapter 32 of the Code, and ap—
plicable Federal Law. (B) Information which he reasonably believes is true
and correct and reasconably current, and which was obtained by him fraom scurces
which he reasonably believes are reliable. This information shall be available
upan request o any person expressing an interest in a proposed transaction in L
the security with the broker-dealer. The informaticn shall include:

J. The exact name of the issuer and its predecesscr (if any):
2. The address of the issuer's principal executive offices:
3. The state of incorporation, if it is a corporation:

4, ‘Ihe aexact title and class of the secur:_ty,

3. The par or stated valus of the security;

. 6. The murber of shares or total amount of the securities outstarding
as of the end of the issuver's fiscal year;

7. The name and address of the transfer agent;
8. TThe nature of products or services offered;
8, The nature and extent of the issuer's facilities;

10. The name of the chief executive officer and members of the board
of directors:;

11, The issuer's most recent balance sheet, profit and lcss and the
retained earnings statement;

12. gimilar financial infommation for such part of the two preoed:mg
fiscal years as the issuer or its predecessor has been in existence;
and .

13. Whether the broker-dealer or any associlates persons are affiliated,
dirvectly or indirectly, with the issuer.

{C) The term "market maker" shall mean a broker—-dealer whe, with respect
to the particular type of security, (1) Recqularly publishes bona fide com—
. petitive bid and offer quotations in a recognized inter—dealer gquotation system
or regularly furnishes bona fide competitive bid and offer cuotations to other
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broker-dealers on request; and (2) is ready, willing and able to effect trans-—
actions in reasonable quantities at his quoted price with other broker-dealers

on a regular basis.

{b) Financial Reporting Recuiirements. (1) Each broker—dealer shall
file anmmally with the Commnissioner a copy of his annual financial statements
filed with the SEC as required under and at times specified in SEC Rule 1l7a-5,
FOCUS Report Part IT (Reports to be made by certain brcker and dealers,
IV C.F.R. 240.17a~5) and shall file with the Comissioner a copy of each report
required by said Rule 1l7a-5{d} on the date and in the form prescribed therein.
Broker-dealers reguired to furnish their customers with an audited financial
statement in accordance with said Rule 17a-5 may satisfy the requirement of this
subsecticon by filing with the Camissicner a copy of that audited financial
statement. If, in the anmial auvdit report, the independent certified public
accoumtant camented on any material inadequacies In accordance with SEC Rules
1725 and 17a-11, a copy of the coments shall accompany the financial statement
filed with the Commissioner.

(2} A broker—-deazler shall file with the Comissioner notice of any pro-
posed transfer of control of such broker—dealer within thirty days prior to
the date on which such transfer of contrel is to become effective or such
shorter pericd as the Commissicner shall permit, and shall furnish the Com-
missioner such additiconal information as the Cannissicner may require. A
transfer of control is deemed a material amendment of the application for
registration of such broker—dealer for purposes of Section 203 of Chapter 32
of the Code.

(c) Duty to Amend Information Previocusly Filed. (1) If the Information
contained in any application cor amerdment for registration as a broker-dealer,
agent, or issuer-agent changes in a material way, is or becames incomplete in
any respect, an amendment shall be promptly filed at the time of kuwledge of
such changes. Events requiring notice to the Cammissioner shall include, but
are not limited to, the following:

(a) Change in fiym name, cwnership, management, or control of a broker-
((' dealer;
L

Chazige- in any of a'bmke___r:_-c'iveaj.’ér‘s pariners, officers, or perscons
ocopying a similar status or performing similar functions;

(C) Change in the business address,

-_/1-

(D) Change ,zs@msory personnel for an cffice;

(E} Insolvency, dissoluticn, liguidation or a material, adverse changs
or improvement of working capital;
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(F) HNon~compliance with the minimm net capital requirement set forth
in Section 11.02(4) of these Rules;

(G) Termination of business or discomtinuance of activities as a broker—
dealer or agent; .

{H) The filing of a criminal charge or civil acticn against a person or
alt:ﬂ:y, mltzd:::g a partner or officer, registered with the Com-
missioner, in which an alleged violation of a securities law is
- ~drwolveds;

(I} The result of anv hearing, proceeding, or action in (H), as well as
any subsequent acticn taken on appeal by a reviewing agency or court;

{0) “The camencement or notice of intent to commence any action by an
administrative agency, regulatory agency, self-regqulatory organiza-
tion or court to consider whether o deny, suspend or revoke a reg-
istration, to impose a £ine, injunction, or cother penalty upon the
registrant, and the results of such action, including subsequent
measures taken by any agency or court;

(K) The filing of a civil action agminst a person or entity registered
. with the Commissioner alleging a course of action other than a
securities violation which, if proven, would affect the financial
capacity of the registrant.

The registrant will have carplied with the requirement of prompt notifi-
cation pursuant to this Secticn if notification has been filed directly with
theCamﬁssimr, or as noted in the next sentence, in writing, as scon as
possible, but in no event more than fifteen bus:.ness days after the registrant
has knowledge of the ciraumstances requiring such notification., 2 broker—dealer
who is a NASD member shall camply with the requirements of this Section,
where appropriate, byfilingitsRevisedSECFomBD, as adopted by the SEC
effective January 1, 1984, with the NASD's CRD System, when such a broker— .
dealer is informed by the Commissicner that the Comissioner is partlc:.pat:.ng
in the NASD's CRD System with respect to broker-dealers. This changs in
filing requ_a_rements when effective, does not change the reporting requirements
of this Section in any other manner.

(2) The Commissiconer regards updating of the agent application to be
within the supervisory respensibilities of a broker—dezler, as well as the
responsibility of the agent, so that the requirements of the filing(s) set
forth in Section 12.01(c) (1) of these Rules will be met in scme manner in
every case. A broker—dealer shall have established procedures to insure com-
pliance with this Section.
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12.02 Denial, Revocation, Suspension, Cancellation and
Withdrawal of Registration

{a) (Reserved) . . .
(b) Broker-Dealer, Agent, Issuer—-Agent, and Investment Adviser Termination.

(1) A broker-dezaler, which seeks to withdraw or fails to renew its reg-
istration pursuant to Chapter 32, Article 2, Section 204(e) of the Code shall
file Revised SEC Form BDW, asadopteibytheSE:effectlveJamJary 1, 1984, in
accordance with the instructions contained therein. A broker—dealer which is
a NASD member shall file the Revised SEC Form BIDW with the NASD's CRD system
when such a broker—dealer is informed by the Comissioner that the Commission-
er is participating in the NMASD's CRD System with respect to broker—dealers.
A broker-dealer or issuer which seeks to terminate or fails to renew the reg-
istration of an agent or issuer agent shall file Form U-5 in accordance with
the instructions contained therein., NASD-marber broker-dealers shall file
Said Form with the NASD's CRD. All other broker-dealers shall file said
Form dirvectly with the Comissicner. All such Forms shall ke filed with the
Comuissioner, or as noted above for NASD member firms, within ten days of the
temination. An investment adviser that seeks to withdraw or terminate its
registration shall inform the Camiissioner in writing, of its intention to do
50, in the mammer or in the form(s) prescribed by the Camnissioner, at least
fifteen days prior to the date on which the termination/withdrawal is desired
to becane effective. .

(2) (Reserved)

(3) (Reserved)

(4) The registration of any agent is not effective during any period
when the brcoker—dealer which the agent represents is not registered or when
the securities of the issuer which the agent represents is not registered or
when the securities of the issuer which the agent represents are not subject
to an effective order of registration or exemption, or won termination of
the offering. The Commissioner may take steps to revoke the registration of
such an agent if the circumstances which cause said reg:.stration to became
not effective are not, or cannot reasonably be, in the Coamissicner's Jjudge-
ment, promgotly corrected

Section Licensing of Investment Advisers

Each of the Riles in this Section (13.00 through 13.05) is a legislative
rule, and is adopted pursuant to the provisions of Chapter 32, Article 4,
Section 412 of the Code, and Chapter 32, Article 2, Sections 201, 202, 203 and
204 of ‘the Code, ard each relates to Chapter 32, Art;.cle 2, Sections 201, 202,
203 ard 204 of the Code. .

~ o 13.01 Licensing Procedure - (1) Applications for initial and renewal
licenses and qualifications of investment advisers and their representatives
shall be filed as prescriked by the Comissioner in Section 11.02(b) (4) of
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these Rules.

(2) Each applicant for an initial license as an investment adviser or
for qaa_'!_:.flcats.m as an irvestment adviser representative is required to pass
a written examination prescribed by the Coamnissioner, unless the requirement
is waived under subsection (3) of this Section. The examination shall relate
to Chapter 32 of the Code, the Rules of the Cammissioner thereunder, the ap-
plicable Federal Securities laws and rules of the SEC thereurder, general
matters concerning the securities business, and such other matters as the Com-
missioner may determine. The Commissicner may prescribe different examinations
for different classes of applicants., Evidence of passing such examinations must
be sumitted to the Commissioner prior to approval of registration.

£3) The Commissicrner may waave, in whole or in pa.rt the examination
réqulremenﬁ for: . -

(a) Any applicant upon receipt of evidence of sat:l.sfactory campletion,
with a passing grade of at least 70%, of a camarable examinaticn, adminis-
tered by a national securities exchange, the MNASD, or the SEC;

(£) Any applicant for qualification as an investment adviser representa-
tive, if an undertaking satisfactory to the Conmissicner is submitiad setting
forth how the agent will be adequately supervised, aid the qualification of the
representative is appropriately limited;

() Any applicant who, within two years prior to the date the application
is filed, has been licensed or gualified mmder Chapter 32, of the Code;

(d) Any person by order of the Camissioner under such conditions as
the Comnissicner may prescribe.

(4) Prior to issuance of a license as an investment adviser, at least
one employee of the investment adviser must be desicnated in the license
application to act in a supervisory capacity and ke qualified as an invest-
ment adviser representat:.ve forthe investment adviser, and must pass a
written sq:ervzsory examination required by the Coamissioner unless that re-
quirement is waived under subsection (3).

(5) any application for registration which is not completed or withdrawn
within four (4) meonths from the date it is initially received may be deaned
materially incomplete under Chapter 32, Article 2, Section 204 of the Code,
and the Commissioner may enter an order denymg the effectiveness of such
arplication.

(6) Every investment adviser whose principal office is located in this
state ghall have at least one person qualified as an investment adviser rep-
resentative employed on-a full-time basis at its principal office.
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13.02 Net Capital Reguirement -

(1) Every investment adviser shall maintain net capital of not less
than $25,000, which shall be in the form of case or securities or other liquid
assets as determined by the Commissioner. 2Any investment adviser which fails
to meet, or does not at all times maintain the minimm net capital herein
prescriMdshaﬂbereqﬁredtoﬁmﬁshaaxetyharﬂasprescrﬁbaianddetaﬂed
in Section 11.02{e) of these Rules.

(2) If an investment adviser is an individual, the person shall segregate
from personal capital an amount sufficient to satisfy the net capital require-
ment, and the amount so segregated shall be utilized solely for the business
for which the investment adviser is licensed.

13.03 - Investment Adviser's Books and Records - (1) Every licensed
investment adviser shall make and keep current such books and records relating
tothejnvesmntadxdser’shminessasarerequiredbyﬂlemtobemdearﬁ
kept current by registered investment advisers under the Invesiment Adviser's
Act of 1940, 15 U.5.C. 80b et. seq., and such other books and records relating
to the investment adviser's business as the Camissioner may reasonably reguire,
including, but not limited to: (a) Copies of all written camumications,
correspondence, confirmetions, appraisals and other records reiating to invest-
ment activities of custamers; (b) Copies of all carplaints of customers relat-
ing to Investment activities for customers. In this paragraph, “camelaint"
means any written or oral statement of a customer or any person acting on
behalf of a custamer alleging a grievance involving the activities of persons
under the control of the investment adviser in comnection with providing
advice or placing orders cn behalf of customers ; (@) A list or other recerd
of all accounts in which the investment adviser is vested with any discretion-
ary power with respect to the funds, securities or transaction.of any customer;
(d) A file containing any advertiserment (as defined within the meaning of SEC
206(4)-1 of the Investment Advisers Act-of 1940) used in conmection with the
offering of investment advisory services in this state.

(2) Every investment adviser shall preserve for a period of not less than
six years, the first two years in an easily accessible place, all records
required under subsection (1) except.that records respecting an account re-
quired under subsection (1) {c) shall be Fraserved by the irvestment adviser
for a period of not less than six vears after withdrawal or expiration of its
license in this state. After a record or other document has been preserved
for twe years as required in this subsection, a microfilm copy thereof may .
be substituted for the remainder of the reqguired period.

(3) The Cawidssioner may by order exemmpt any investment adviser from ail
Cr part of the requirements of this secticn, either unconditionally or upon
specified conditicns, if by reason of the special nature of its business the
Commissioner £finds that the issuance of the order is necessary or appropriate
in the public interest or for the protection of investors.
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13.04 Reporting Requirements —

(1) Fach investment adviser shall file with the Camissioner a copy
of any carclaint related to its business, transactions or operations in this .
state, naming the investment adviser or any of its partners, officers, or
investment adviser representatives as defendants in any civil or criminal
procesding, or in any administrative or disciplinary procesding by any public
or private regulatory agency, within twenty days of the date the complaint is
served on the investment adviser; a copy of the answer or reply to the camplaint
filed by the investment adviser within ten days of the date the answer or reply
is filed; ard a copy of any decision, order, or sanction made with respect to
any proceeding within twenty days of the date the decision, order or sanction
is rendered.

{3) EBEach investment adviser shall file with the Camiissioner a rotice of
transfer of control or change of name not less than thirty davs prior to the
date on which the transfer of conirol or change of name is to became effective,
or such shorter pericd as the Camissioner may permit. :

(4) Except as provided in subsection (2) and (3), all meterial
changes in the information included in an irnvesiment adviser's most recent
application for license shall be set forth in an amendment to Form ADV f£iled
with the Comissioner within th:rty days after the change occours.
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13.05 Prohibited Business Practices — The following are deemed
"dishonest or unethical practices in the secuarities business"” by an investment
adviser under Chapter 32, Article 2, Section 204(g) of the Code, without lim-
iting those terms to the practices specified in this Section:”

(1) Exercising any discretionary power in placing an order for the pur-
chase or sale of securities for the account of a customer without first obtain-
ing written discretionary authority from the custamer unless the discreticnary
power relates solely to the price at which, or at the time when, an order in-
volving a definite amount of a specified security shall ke executed, or both;

(2) Placing an order to purchase or sell a security for the account of a
customer upon instructions of a third party without first having cbtained
written third party trading authorization from the customer;

(3) Inducing trading in a custamer’s account that is excessive in size
or frequency in view of the financial resources and character of the account;

(4) Placing an order to purchase or sell for the account of a custamer
without authority to do so; '

(5) Placing an order for the purchase or szle of a security if the se-
curity is not registered or transaction is ot exempt from registration under
Chapter 32 of the Code:

-

{6) Placing an order to purchase or sell a security for a customer
through a hroker-dealer or agent mot licensed under Chapter 32, of the Code
unless the person is a perscn referenced by Chapter 32, Articie 4, Section
402 (b) (8) of the Code.

13.06 License Pericd - (1) The license pericd of an investment ad-
viser shall be that as provided for in Section 11.00 of these Rules.
(2) The qualification of an investment adviser representative is rot effective
during any period when the investment adviser which the person represents is not
licensed or during any period when the representative is not employed by a
specified investment adviser licensed under Chapter 32 of the Code.

13.07 Withdrawal of Licenses - (1) An application for withdrawal
from the state of a licensed Investment adviser under Chapter 32 of the Code
shall be filed by the licensse in the manner and on the Forms prescribed by
the Commissicner, and shall include a report on the status of all customer
accounts of the licensee in this state, and any additional information the
Comissioner may require. (2) An application for withdrawal from the state
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of a qualified investment adviser representative shall be filed by the invest-
ment adviser which the persan represents within ten days of the termination of
the resresentative's empleoyment on Form U-5.

Séction 14480 Registration of Securities

Each of the rules in this Section (14.00 th.rough 14.14) is a legislative
rule, and is promilgated pursuant to the provisions of Chapter 32, Artidls 4,
Secticn 412 of the Code, and Chapter 32, Article 3, Secticns 301, 302, 303, 304
305 and 306 of the Code, and each relates to C‘.hapter 32, Article 3, Sections 301,
302, 303, 304, 305 axd 306 of the Code.

“_’Tédﬁ’,—l?eglstratlon foy’s ‘btlf;catlon—-&:pz.es of Statement -~

The Comissicner may require by order, as a cordition to registration by
rotificaticon in case of public offering of a substantial amount of securities
where inadecuate, or no prospectus or offering circular is proposed to be used,
that a copy of the regz.strat:t.on statement under Chapter 32, Article 3, Section
203 (k) of the Code be given or sent to each person to whom an offer is made
before or concurrently with such offer. -

l4.02 Registration by Coordination - (1} A person who seeks to reg-
ister by coordination a security for which a registration statement has been
filed umder the Securities Act of 1933 in commection with the same offering
shall file Form U-l, the consent to.service of process on Form U-2 as required
by Chapter 32, Art:.cle 4, Section 414(g) of the Code, and shall file the fol-
lowing 1nfom1atlon specified in Chapter 3z, Article 3, Sections 303(b) and = !
305(c) of the Code;

(a) A copy of the articles of incorporation and a copy of the by-
laws or their substantial equivalents, currently in effect.

(b) A copy’of an agreement with or among urderwriters,

(c) A copy of an indentire or other instrument governing the issuance of
the security to be registared.

(d} A specimen or copy of the security.

(e} A copy of the latest form of prospectus filed under the Sedurities
Act of 1933; the second and third copies of sdid prospectus need
not be filed.

(£} The name of a broker-dealer reglstered in West Virginia through
which the issue will be sold, or an appl:.cat:.on o register an issuer-—
agent as provided in Section 11.02(3) of these Rules.
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(2) The Comissioner may request other information or copiles of other
documents filed under the Securities Act of 1933.

14.03 Registration by Qualification — (1) A registration statement
submitted by a person who seeks to register a security by qualification shall
be submitted cn Form U-1, shall contain the following information and shall be
accarpamed Ly the following documents in addition to the information specified
in Chapter 32, Article 3, Sectionsg 304{b) and 305(c) of the Code, and the con-
senttosermceofprocessonf‘onnU—Zrequ:redbyChapter3§ Article 4, Section
414{g) of the Code:

(a) The written consent of any independent accoumntant, enginser, apprais-
er, or other person whose profession gives authority to a statement made by
him or her, if any such perscn is named as having prepared or certified a report
or veluaticn (cther than a public and official document or statement) which is
used in connection with the regisiration statement;

(b} Unless waived by the Camissioner, a balance sheet and a camparative
statement of incame and changes in financial position and analysis of surplus
of the issuer covering the last fiscal vyear of the issuer, certified by in-
dependent cr certified public accountants (or the same statements for the
same period of any predecessor, if applicable); waiver from this requirement
will normally not be granted unless the person wio seeks to register the
issue informs the Commissicner, in writing, of the reason(s) that this reguire—~
ment cannot be met; the financial information required by this subsection shall
be included in the prospectus or private offering memorandum, and shall be
available to each prospective investor;

{c} A descripticn of any pending litigation or procesding to which the
issuer, or any director or officer of the issuer, or any person ocoupyving a
similar status or performing similar functions, or any prancter if the issuer

was organized within the past three vears, or any person cwning of record or
beneficially 10% or more of the cutstanding shares of any class of eguity
security of the issuer, is a party and which materially affects its business
or assets (including any such litigation or proceeding known to be contemplated
by govermmental authorities).

(d) The name of a broker—dealer registered in West VJ_rgmz.a through
which the issue will be sold, or an application to register an issuer-agent
as provided in Section 11.02(3) of these Rules.

(2) In the case of registr.ation under this subsection, and unless the
Commissicner in a specific instance permits otherwise, a prospectus or offering
memorandum previcusly filed with the Comuissioner shall be sent or given to each
prospect:.ve rurchaser within a reascnable time before a camitment to purchase
is made. If the prospectus or offering memorandum or any part thereof becomes
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misleading as to any material fact, or facts, or anits to state a material

fact necessary in order to make the statements made, in the light of the cir-
cumnstances wder which they are made, not misleading, it shall be revised

or supplemented, and the revision or supplementation shall be submitted to the |
Commissioner prior to its use. A prospectus or offering mémorandum shall not
be used if the Commissioner has informed the registrant of an cbiection there-
to. A prospectus or offering memorandum shall not be used without supplemen-—
taticn or revision for more than thirteen months from its date.

{(3) Unless good cause is shown or umless the issuer has been in business
For two years, an issuer may not use nore than ten percent of the estimated
net proceeds it receives from an offering to repay loans which promoters,
finders, controlling stockholders, officers or directors of the issuer mede.

(4) A registration statement under Section 14.03 of these Rules becames
effective when the Cormissicner se orders.

14.04 Provisions Applicable To Registraticn Generally -

(1) A registration statement may be filed by the issuer, any cther
person on whose behalf the offering is to be made, or a registered broker-
dealer. A registration statement shall have one or more registrants and may
ordinarily have no more than one issuer.

(2} (a) A registration statement which a registrant fails to camilete
or withdraw within seven months from the date of filing shall ke deemed ma-
terially incomplete under Chapter 32, Article 3, Section 306(a) of the Code,
and the Comissioner may issue a stop order denying effectiveness to such
registration statement. An order of withdrawal of an application (prior to
effectivensss) may be issued by the Carmissioner upon request of the applicant.
Abandorment or discontinuance of a proposed offering which is the subject of
an application, without request for withdrawal, or dormancy of an application
without amendment for a period of six months or more after filing may be con-
sidered to signify a request for withdrawal.

(b) In the event of an amission or non~corpliance as to any requirement
for registration, the applicant shall be nctified thereof, usually in the
form of a data request. Failure to camply with such requirement may be desmed
ground for issuance of a stop order under Section 305 of the Code.

(3} A registration statement filed under Chapter 32, Article 3, Section
303 of the Code and Section 14.02 of these Rules is deemed to cover the mmber
of shares or units the federal registration statement covers. No offering
or sale of an issue of common stock may result in a share's book value being
less than twenty percent of its public offering price.

(4) (@) A person filing a registration statement under Chapter 32,
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Article 3, Sections 302 or 303 of the Code or a notificaticn and offering
circular wnder Section 14.00 of these Rules shall file promptly with the
Commissicner all amendments to the prospectus (other than amendments which
merely delay the effective date of the registration statement) or to the
notification and offering circular previcusly filed, clearly marked so as to
indicate the specific amendments. ‘

(b} A person who seeks to register securities wnder the Act shall promp-
tly notify the Commissioner of the following information or event: (If the
registration statement is filed under Secticn 14.02 of these Rules, notice
shall be given prior to the effective date of the federal registration state-—
ment. ) ’

(&) A change in any of the information or documents filed with the
Cormissioner;

(B} Any adverse corder, judgment, decree, permanent Or temporary injunc-
tion which a state or federal agency or court entered concerning
either the offering cor other securities of the issuer or the person
seeking the registration; _

{C) A request by the issuer or person sesking the registretion to with-
draw an appiication pending before a state or federzl agency to reg-
ister the same security he seeks to register pursuant to the Code:

(D) Final notice from any state or federal administrative agency that
the security or any information or document relating thereto fails
to meet the agency's requirements; and

(E) Such additicnal information as the Camissioner may request.

(5) The perscn filing a registration statement under Chapter 32, Article
3, Sections 302 or 303 of the Act or a motification and/cr circular wunder
Section 14.C0 of these Rules shall pramptly noctify the Commissioner in
writing of the campletion date of the initial distribution of a security reg-
istered under the Code and these Rules and the mmber of shares sold in this
State; provided, notice nsed not be given for a distribution of imvestment
campany shares if the registraticn therecf is for a continucus offering,

(6) So long as a registration statement is effective under Chapter 32
of the Code and these Rules, the person who filed the registration statement
shall file written sales reports with the Commissioner at least once a year,
and at such other times as the Commissicrer so requires, in a form acceptable
to the Commissicner. . '

{(7) (Reserved)
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(8) Upon the written reguest of the Camnissioner, the issuer of a
security registered under the Code shall furnish a balance sheet as of the
close of the issuer’'s most recent fiscal year and an incame statement for
such fiscal vear. :

14.05 Promotional Securities or "Cheap Stock” -

(1) Securities to be sold or issued, or sold or issued by an issuer
which is in the prawtional or develcpment state, to underwriters, promoters
or insiders for a consideration less than the proposed offering price are
presured to be "cheap stock". Registration of securities where cheap stock
has been or will be issued may be locked upon with disfavor ard as tending to
wozrk an imposition, as being an offering upon unfair terms, arnd as involving
an unreasonable amount of underwriters! and seller’s 'discounts, commissions
or other campensation, unless the following minimm conditions are met:

(a) The numker of shares shail be justifiable in amount and the consid-
eration therefor shall have a reasonable relationship to the public offering
price.

(b) If the shares were or are to be acquired by an underwriter, the dif-
ference between the consideration for the shares and the proposed public
offering price, when addéd to the other discounts, comissions and expenses
of the sale shall not excesed the maximm customarily allewable therefor.

(¢} (Reserved) ]

(d) The Comnissicner, unless satisfactory earnings history meeting
standards comparable to those stated in Section 14.12(3) of these Rules is
shown may require all cheap stock to be deposited in escrow under such terms
and conditions as the Commissioner shill prescribe.

(e) The same test shall be applied to cheap stock acquired from selling
sharehclders unless such shareholders are so lacking in control of the corpor-
ate entity as to require different treatment.

(2) In this secticn, "pramctional or cheap stock” shall include any entity

or convertible securities issued or sold at any time prior to the public offer—
ing date by an issuer in the promotional or develcpmental stage on that date,
or within two years prior to the public offering date by any other issuer, to
any perscns who were at the time of the sale or issuance or at the time of the
public offering underwriters, promoters, finders, officers, directors or
controlling stockholders of the issuer, at a price lower than or at a conver-
sion rate or for a censideration not reascnably related to the public offering
price of the securities, in the absence of any public market for the equity
1s_—gur.itj_c—::s or any substantial change in the earnings of financial position of
issuer. . . .

14.08 Real Estate Programs -
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The offer or sale of interests in a limited partnership which will engage
in real estate syndication may be deemed unfair and inequitable to purchasers
unless the offering conplies with the provisions of the North American Securities
Administrators Association Statement of Policy regarding Real Estate Programs, .
adopted rpril 15, 1980, as amended March 30, 1982. (opies of the Statement of
Policy are available fram the Camissicner's Office for a prevaid fee of $5.00.
The Statement of Policy is published in Volume One of the Camerce Clearing
House Blue Sky Law Reporter and is on file at the Offices of the Cammissioner.

14.07 Oil and Gas Programs -

The offer or sale of interests in a limited partnership which will engage
in oil or gas well drilling and exploration activities or the purchase of pro-
duction from oil and gas wells may be deemed wnfair and inegquitable to puz—
chasers unless the offering complies with the provisicns of the North American
Securities Administrators Association Guidelines fordfthe Registration of . 0il
and Gas Programs, as adopted September 22, 1976. Copies of the Statement of
Folicy are available from the Commissioner's Office for a prepaid fee of $5.00.
The Statement of Policy is published in Volurme One of the Commerce Clearing
Bouse Blue Sky Iaw Reporter, which is on file at the Comnissioner's Office.

14.08 Cattle Feeding Programs ~ The offer or sale of interests in a
limited partnership which will engage in cattle feeding operations may be
deemed unfair and inequitable unless the offering complies with the provisions
of the North Zmerican Securities Administrators Association Guidelines for
the Registration of Publicly Offered Cattle Feeding Programs, adopted Septem-—
ber 17, 1980. Copies of the Guidelines are available from the Commissicner's
Cffice for a prepaid fee of $5.00. The Guidelines are published in Volume One
of the Camerce Clearing Bouse Blue Sky Iaw Reporter and are on file at the
Offices of the Cormissicner. .

14.09 Debt Securities Issued by a Church or Congregation -

The offer or sale of debt securities issued by a church or congregation,
ﬂwproceedsofwhicharetobeutilizedtofinanceorrefina:wetheparchase,
construction or improvement of buildings or related facilities {including
the underlying property) of the issuer may be deemed unfair and inequitable
to purchasers unless the offering camplies with the provisicons of the North
American Securities Administrators Association Guidelines for Offerings of
Church Bonds, adepted October, 1879. Copies of the Guidelines are available .
from the Comissioner's office for a prepaid fee of $5.00. The Guidelines
are published in Volume One of the Commerce Clearing House Blue Sky Iaw
Repcrter and are on file at the Offices of the Cammissioner.

14.1¢ (Reserved)
14,131 Promoters' Participation - Promoters' participation may be deemed




Securities Conmissicner : Pace 30
Iegislative Fule - 32 . o ,
Series IIT — R - - -

Section 14.11

unreasonable under Chapter 32, Ariticle 3, Section 306(a) (2) (F) of the Code,
unless, in the case of an '!ssu.mg company in a promoticnal or develommental
state seeking equity public financing, the promoters shall have first made
an investment in cash or tangible property of a fair value egual to 15% or
more of the minimm or impounded amount of the proposed public financing.
Tangible agssets turned in by pramcters after being held by them less than
one year will be presumed to have a fair value not greater than the cost
them; however, this presumption may be rebutted.

4.1z Escrow of Securities - (1) As a conditicon of registration by
qualification or coordination, the Camnissioner may require that any security
issued or to be issued to a promoter for a censideration substantially dif-
ferent from the public offerj_rsg price, or to any person for a consideration
other than cash, be deposited in escrow. The Commissicner, or a goverrmental
agency or bark or trust campany acceptable to the Camnissioner may be the
depositary., -

(2) The conditions of escrow may be an_x} or all of the following:

{a) To prohibit ass:.gm}ent, sale or transfer of the securities for
a stated period of time.

() To insure that such securities will not‘ ghare in assets in
dissolution or liguidaticn until and unliess the remaining security holders have
been paid a liquidating dividend egual to the public offering price.

{(c) To permit the Commissicner, where necessary for the protection
of security holders, and after prior notice and cpportumity for hearing, to
order the cancellaticn in whole or in part of any such security.

(3) Securities in escrow may be subject to release after lapse of the
terms of escrow or on a petition including a showing based on an audit by
independent certified public accountants that an average net income of 5% a
vear, for a two year period subsequentofthedateofesc:mvhasbeenearned
on the class of securities in escrow, based on the offsring price, and that
the issuer is in sound financial condition. MNotwithstanding the foregoing,
securities may be released if the public offering is terminated and o se-
curities were sold, or if all the purchasers jeoin in petiticning for release
of the securities fram escrow, or other equitable reasons justify the release,
or on such other conditions as the Coamuissioner may provide, and which may he
provided for in the escrow agreament. Said release shall not be effective
under any circumnstances unless szid release is provided by the Conmissioner in
writing, S

(4} Securities in escrow may not be transferred except by will or pursuant
to the laws of descent and distribution, without the consent of the Commission-
er., A request to permit transfer shzall be in writing, shall state the reason
and consideration for the transfer and the transferee shall agree to redeposit
the shares in escrow under the same terms.
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14.13 Impoundment of Procgeds of Sale of Securities -

(1) As a conditicon to registration by cualificaticn or coordination,
the Commissioner may require that the proceeds from the sale of the regis-
tered security in this State be impounded until the issuer receives a
. specified amount from the sale of the security in this State or elsewhere,
sufficient to accoarmplish the purposes of the offering, or until certain
stipulated requirements are met.

(2) In a new promotional enterprise, the Comiissioner may require
that 100% of the sales price be impounded and that the 100% be returned
to investors entitled thereto upon order of the Camissioner in case of
failure to raise the specified amount within one year or during the ef-
fectiveness of the registration, or if certain stipulated requirements
are not met. In such case, the promoters will be required, by equity in-
vestment or otherwise in a mamner satisfactory to the Camissioner, to de-
fray the discount, commission and expenses of the public offering including
the expense of the impoundment and possible refunds. Consideration will
be given to reduction of this percentage to defray same or all of the
public offering costs in any instance of an enterprise with reduced pro-
moticnal remmeration and advantages. No fumds may be released except upon
written order of the Commissioner and all fimds may be subject to audit be-
fore release.

(3) A bank or trust company may act as depositary or escrow agent for
the impoundment of proceeds. Checks, drafts, and money orders shall be made
payable to the depositary. If a broker-dealer is acting as the urderwriter
or selling agent for the issuer, payments mav be made directly to the broker-
dealer whe shall promptly, after payment or settlement, make remittance o

the depositary.

(4) A request for the release of impounded funds when reguirements
are met shall be by petiticon, in writing, affirming campliance with the reg-
istration and shall be accampanied by a statement from the depcsitary setting
forth the total amount of deposit.

14,14 " Denial, Suspensicn and Revocation of Registration -

(1) Through (6) (Reserved)

(7} An offering may be deemed tc be made with unreasonable amounts of
underwriters’ and sellers' discounts, commissions or other compensation with-
in the meaning of Chapter 32, Article 3, Secticn 306(b) (2) (F)} of the Code
if the aggregate of such discounts, cammissions, profits, participatidn, or
other consideration exceed eighteen percent of the aggregate amount of the
public offering. Warrants to purchase the security which is the subject
of the offering are consideration only to the extent the offering price
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axceeds the exercise price. An offer:.ng may be deemed w be made with -
reasonable amounts of prawoters' profits or participation according to

the provisions of Section 14.11 of these Rules.

(8) The Comissioner may issue a stop order denying effectiveness of,
or susperding or revoking the effectiveness of, any registraticn statement
£iled pursuant to Chapter 32, Article 3, Section 304, if the sale of se-
curities pursuant to the registraticn is or would be in violation of the
Securities 2ot of 1933 or the Inwestment Conpany Act of 1940,

14.15 Inapplicability of Certain Restrictions on Book Value Fer
‘Share, Ancunts of Cheap Stock and Pramotional Shares, and Proanmcter’s
‘Participation — o

(1) The restr:.ct:.ons imposed with respect to minimm book value of a
share of camon stock by Section 14.04(3) of these Rules, the restrictions
on the amounts cf cheap stock and pramotionzal securities imposed by Section
14.05 of these Riles and the restricticns on promwter's participation imposed
by Section 14.11 of these Rules shall not apply with respect to offerings
as to which all of the following conditions are met:

(a) The offering shall be fimly underwritten by a syrdicate of not less
than fifteen investnent banking firms, each of which firmly agrees to pur-
chase for resale in the offering at least $100,000 of securities; ard

(b) The amount in the offering firmly wderwritten by such syndicate
of investment banking firms shall aggregate not less than $4,000,000; and

(c) The offering price per share in said offering shall not be less
than five ($5.00) dollars per share.

(2) In order to utilize the provisicns of this Rule, Counsel for the
Lmderwrlterx.or Issuer, wiichever is applicable, shall certify the informa-
tion mlu,caed in paragraphsia’through c, above, in writing, to the Camiss-
icner; certification in letter form will be acceptable, provided that such
letter is in a form which is separate and distinct from the other informaticon
submitted with the usual applicaticn for registration of securities; such
letter must be submitted at least seven (7) days prior to the proposed ef-
fective date for registration of the securities.

{3) The certification :meoser.i by paragraph (2), above, shall wder no
ciramstances be i./cc__e\ntable if it is not in written form.

Section .ls—-ﬁ Ganeral Provisions

Each of the rules in this section (15.00 tihrough 15.09) is a legislative
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rule promilgated pursuant to the provz.s:.ons of Chapter 32, Article 4, Secticn
412 of the Code. Rules 15.01, 15.03 and 15.07 relate to Chapter 32, Article
4, Secticn 412 of the Code. Ruales 15.02 ard 15.06 relate to Chapter 32,
Article £, Sechtion 402 of the Code. Rule 15.04 ralates to Chapter 32,
Article 4, Section 412 of the Code, and Chapter 32, Article 2, Sections 202,
203 and 204 of the Code. Rule 15.C5 relates to Chapter 32, Artlcle 4,

Section 403 of the Code. Rule 15.08 relates to Chapter 32, Article 4,
Section 413 of the Code. Rule 15.09 related to Chapter 32, Article 4,
Section 414 of the Code.’ :

15,01 Definitions - When used in the Code and these Rules, unless
the context clearly otherwise requires:

(2)" Certified, when used in connecticn with financial statements, means
certified by an independent public accountant in accordance with generally
acceprted ascounting principles. (

(b) Code, means the Code of West Virginia, 1931, as amended.

(¢) Comiission, means all cash, securities, contracts, or anything elss
of value paid, to be set aside, disposed of, or understardings with or for
. the benefit of any other persons in which any wderwriter is interested, made
in comnecticn with the sale of such security.

(d) Comissicner, means the Atditor of the State of West Virginia, who
is by virtue of Chapter 32, Article 4, Section 401 of the Code the Coomission-
er of Securities.

(e} Control, Controlling, Controlled By, and Under Conmon Control with
means the possession, direct or indirect, or the power to direct or cause
the direction of the management ard policies of a person, whather through
the ownership of voting securities, by contract, or ctherwise.

(£) Corporation, includes any entity having transferable shares and
includes, without implied limitaticn, a voluntary association, busmess trust,
and limited partnership.

(g) Federal Registration Statement, means a registration statement filed
under the securities Act of 1533,

(h) 1Isolated, as used in chapter 32, Article 4, Seciticn 401(b) (1) of the
Code, means not in the course Of repeated agﬁ successive transactions of like
character. Two consecutive sales of securities made within such a pericd of
time and in such circumstances as to indicate that they involve the same

plan of financing are not isclated.

(1) NASD, means the Naticnal Asscciation of Securities Dealers, Inc.
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(1) Offz_cer, means (1) A president, vice president, treasurer, secre-
tary and any other individual who performs for a broker-dealer or an issuer,
whether incorporated or unincorporated, furnxtions corresponding to those
ordinarily performed by the foregoing: (2) a member of an executive or
similar committes.

(k) Principal, means general partners, in the case of a partnership,
and officer 1n the case of a corperation.

(1) Prawter, means:

() Any person who, acting alone or in conjunctlon with cne or more
other persons, directly or irdirectly takes initiative in founding and or-
ganizing the business or enterprise of any issuer.

(b} Any person who, in oon;umctlon with the fourding and orgam.z.:_ng
of the husiness or ente.rpr:v.se of an issver, directly or indirectly receives
in consideration of services or property, or koth services and property,
ten percent or more of any class of securities of the issuer or ten percent
or more of the proceeds fram the sale of any class of securities. However,
a person who received such securities or proceeds, either solely as under—
writing commissions or sclely in consideration of property shall not be decmed
a promoter if such perscn can demonstrate, by cametent evidence, that he did
noct otherwise take part in founding and organizing the enterprise.

(m) Purchase, of a security J'.rx:ludes every parchase, acguisition or
exchangea?ﬁeverycontractofpumhaseof or contract to purchase, a
security or interest in a security for value.

{n) Rule x Riles refers to these Ruies.

{0) SEC means the Securities and Exchange Commission and/or its staff,
as appropriate.

(p} Stockholders and Shareholiders, mean holders of shares, transfer-
ablie certificates of participation, or other interests in any corporation.

(q) state, means the State of West Virginia.

(r) Transact Business, includes the solicitation of a person to become
a custaner, client or subscriber.

15.02 Recognized Securities Manuals - The Coamissioner recognizes
the follosmg securities manuals under Chapter 32, Article 4, Section 402 (b)
(2) (3) of the Code:
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Moody's industrial manual

Moody's transportaticon manual

Moody's public utility manual

Moody's bank and finance manual

Mocdy's municipal and govertment manual
Standard and Foor's Corporaticon records
Best's life insurance reports

Bast's insurance reports (fire and casualty).

15,03 Rules, Forms, Orders and Hearings -

(@) (1) The forms prescribed for use under these Rules and the Code,
to vhich reference is directed hersin for all pertinent puwrposes, are hereby
incorporated by reference and made a part hereof.

(3} Uniform Application to Register Securities (Form U-1l) (used
for registration by coordination and registration by qualification);

{(B) Uniform Consent to Service of Process (Form U-2) {used with
all applications for registration and every issuer which proposes to offer
a security in this State through any persen acting on an agency basis in
the comen-law sense);

{C) Uniform Form of Corporate Resolution {(Form U-22) {(Used with
Form U=2); ‘

(D) Application for regisitration as a broker-dealer (SEC Form ED)
(used to register and amend registration as a broker-dealer):

(B) Uniform Applicdation for Securities and Commodities Industry
Representative ard/cr Zgent (Form U-4) (used to register or transfer agents
of broker-dealers and issuer—agents);

(F) Uniform Termination Notice for Securitiss Industry Representa-
tive and/or Agent (Form U-3) (used to terminate employment of agents or
issuer-agents);

(@ FRenewal Form (Fomm 16 {Rev:w_sed 8/77)) (used to renew broker-
dealen;,'/s registraticns

(H) Uniform Zrplication for Registration as an Investment Adviser
or to Amend such an application under the Investment Advisers A5t of 1940

(Form ADV) (used to rsgistsr as an investment adviser):

(I} West Virginia Form ADV (W.Va. Form ADV 3-74) (used to renew
regigstration as an investment adviser).
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(2) SEC Form BD rmay be obtained from the SEC; Forms U-4 and U-5, from
any National Securities Exchange or from the NASD. The Comiissioner reserves
the right to and may issue fram time to time revisions or amendments of the
forms. ’ . .

(3) Only an executed copy of any fommn should ke filed.

(4) A1l forms and documents shall be printed, lithographed, mimeo-
graphed, typewritten, or prepared by a photo copying process which, in the
cpinicn of the Comissioner, produces = coples suitable for a permanent
record. All forms and documents shall be clear, easily rezdable, and stit-
able for repeated photocopying. Exhibits may be attached to additional
sheets or filed separately. A document filed as an exhibit to a prior ap—
plication may be incorporated by reference into a subseguent application.

(5) 2All applications and other documents received and filed with the
Comissioner shall became part of the permanent records of his offide, ard
will not be returned to the applicant or correspondent.

(6) 'The Camissionsr may by corder edempt a person, security, or tyrans-
action fram a specific provision of these Rales. The Rules supercede any
administrative orders, rules and regulations pursuant to Section 21, Article
1, Chapter 32, Code of West Virginia, 1931, as amended, as first adopted on
Novernber 16, 1964, ard as most recently amended on June 7, 1974, with the
express exception of S.R. Ruale 8, Application to Register Securities Offered
on a Continuing Basis, promalgated on July 18, 1979, and effective on
August 17, 1979, which is specifically not superceded by these Rules.

{(7) Any Rile requiring compliance with a federal statute, rule, or
interpretative opinion of the SEC or cother administrative agency, incorp-
orates saild statute, rule or interpretative opinion, as amended from time
to time, by reference and.makes it a part of these Rules as filly as if it
were set forth herein.

15.04 Financial Statements - (1) All financial statements reguired o
by Chapter 32 of the Code, or these Rules, shall be:

{2) Prepared in accordance with generally accepted accounting principles;
and;

(b) Examined and reported upcon by an independent certified public
accountant, provided that this requirement may be waived by the Camissioner,
in a mamner such as that provided for in Section 14.03(1) (b) of these Rules,
and does not apply to interim financial stataments cr financial statements
of independent advisers that are prepared by an independent accountant, un-
less otherwise required by the Commissicner in perticular cases, The accoun-
tant's report shall meet the requirements of Regulation 5-X of the SBC, and
shall acconpany the financial statements included in the prospectus, private
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cffering memcrandum, or like document.

(2) Finaneial Statements meeting the requirements of Regqulation 8-X
are deemed to satisfy the reguirements of subsection (1).

(3) The Comuissioner may permit the auission of one or mere of the
statements requived under this section or the fz_lmg in substitition therefor
of approprlate statements of camparable character, in a manner such as that
prov:.aed for in Secticn 14.03(1) (b). The Commissioner may alsc require

filing of other statements when necessary or appropriate for an adequate
presentation of the financial condition of any issuer or person whose finan-
cial statements are required, or whose statements are otherwise necessary
for the protection of investors.

15.05 Filing of Sales and Advertising Literature -

{a) Pursuant to C‘hapter 32, Article 4, Section 403 of the C‘ode, the
Commissioner requires the issuer of any security to file sales literature
used by or on behalf of-the Issuer in connection with the sale of such a
security, if such sales literature is intended for distribution to pros-
pective inwvestors, includj_ng clients or prospective clients of an invest—
ment adviser, before it is used, disseminated or distriluted unless the
security or transactions are exenpted by Chapter 32, Article 4, Section 402
of the Code.

-

{b) Pursuant to Chapter 32, Article 4, Secticn 403 of the Code, the
Coamissioner requires any person other than the issuer to file saies liter-—
ature used in connection with the sale of a security, wder the same circum-
stances as in subsection (a).

(¢} 7The term "sales literature" includes, but is not limited to,
brochures, circulars, advertisements, notices of sale, bid foms, official
statements and all other written disclosure statements used in connection with
the sale of a security. Sales literature does not include mrk_'n_ng papers,
drafts or internal memoranda.

(d) Cne copy of each item of sales literature shall be filad with the
Commissicner similtanecusly with each item's first use.

15.06 “Exemptions -~ ) ~
{a) (1) For the purposes of C‘.’naz:tef: 32, Article 4, Secticn 402(2) (1)

of the Code only, the temm "other instrumentality"” shall include any political

subdivision of any State other than this State.
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(2) Through {7) (Reserved)

(a) (8) For the purroses of Chapter 32, Article 4, Section 402(a) {8)
of the Code, only, the term "any regional stock exchange" shall not include
the Boston Stock Exchange. ) - ’ =

{97 {(Reserved)

(10} To coordinate the interpretation and administration of the Code
with related federal regulations, “cammercial paper', as used in Chapter 32,
Article 4, Section 402(a) (10) of the Code, includes prime quality negotiable
camnerical paper of a type not ordinarily purchased by the general public,
thatis, paper used to facilitate well recognized types of current operation=-
al business requirements and a type eligible for discounting by Federal
Reserve Banks, as set forth in SEC Release No. 33-4412.

{11) () No notice pursuant to Chapter 32, Article 4, Section 402 (a) (11)
cf the Code need be given for the following:

(1) 2An employees' benefit plan qualified under Section 401 of the Internal
Revenue Code of 1954, as amended from time to time, or which does not permit
voluntary contributions by participating employvees,

{11) Blue Cross growpe life, wage cantimuation, medical reimbursement, or any
other plan whose primary purpcse is to insure emplovees against a specified
risk or loss, or,

(iii) 2Zn employees' benefit plan which reguires the employess to contribute
in order to participate therein.

(B) The notice requirement the aforecited Code section requires shall
include: . E—

(1) A description or summary of the plan;

{1i) A copy of the plan and any literature describing its details and method
of distribution;

(iii) A description of the method by which full disclosure of material facts
will be made to each offeree;

(iv) An wndertaking that the offercr will notify the Comissioner of any
material change in the offering or method or cost of distribution thereof,
within thirty days of such change, including a copy of the plan, marked to
indicate the change. :

(1} Throuch (8) (Reserved)
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() (9) Limited Offering Exemption -
Preliminary Notes

1. TNothing in this exemption is intended to relieve, or shculd be
censtrued as in any way relieving, issuers or persons acting on their be-=
half fram providing disclesure to prospective investors adequate to satisfy
the anti-fraud provisions cf the Code.

2. In view of the objective of this Rule and the purpose and policies
widerlying the Act, this exenption is not available to any issuer with
respect to any transaction which, although in technical compliance with
this Rule, is part of a plan or scheme to evade registraticn or the conditions
or limitations explicitly statsd in this Ruile.

3. DNothing in this Fule is intended to exerpt registered broker-
dealers or agents from the due diligence starﬁards otherwise applicable to
such registered perscns.

4, DNothing in this Rule is intended to exenpt any perscn from the
broker-dealer or agent registration requirements of the Code.

Rule

Pursuant to the authority delegated to the Coamnissicner by Chapter 32,
Article 4, Section 402(k) (9) and Chapter 32, Article 4, Secticn 412 of the
Code, the follcw:mg transaction is determined to be exenpt from the regis-
traticn provisicns of the Code:

v A, Any Cffer or sale of securities offersd or sold in compliance with
Securities Act of 1933, Regulation D ("Reg.™ D"}, Rules 230.501-230.3503 and
230.5C5 or 203.506 as made effective in Release No. 33-6389 and which satis-~
fies the following further conditicns or limitations:

1. No commission, fee or other remuneraticon shzll be paid or given,
directly or indirectly, to any person for soliciting any prospective pur-—
chaser in this State unless such perscn is appropriately registered in this
State pursuant to the applicable provisions of the Code and these Rules.

2. Yo exerption under this Rule shall be available for the securities
of any issuer if any cf the persons described in paragraphs (¢) through (£)
of Rale 230.252 of Regulation R, as promulgated under the Securities Act of
1933:

a. Has filed a registration statement which is the subject of a
currently effective registration Stop Crder entered pursuant to
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any State's securities law within five vears prior o the commence-
ment of the offering.

Has keen convicted within five vears prior to the commencement
of the offering of any felony or misdemeanor in connection with
the offer, purchase or sale of any security or any felony involv—
ing fraud or deceit, including Ut not limited to forgery, em—
bezzlement, obtaining meney under false pretenses, larceny or
conspiracy to defrawd.

Is currently subject to any state's administrative enforcement
order or judgment entered by that state's securities administrator
within five vears pricr to the camencement of the offering or is
subject tc any state's administrative order or Jjudgment in which
fraud or decélt, including but not limited to making untrue state-—
ments of material facts or auitting to state material facts, was
found and the order or judgment was entered within five vears
prior to the commencement of the cffering.

Is subject to any STate's administrative order or judgment which
prchibits, denies, or revokes the use of any exemption from regis—
traticon in comnection wiht the offer, purchase or sale of securities.

Is subject to any order, judament, or decree of any court of
competent jurisdiction terporarily or preliminarily restraining

or enjoining, or is subject to any order, judgment cor decree of
any court of competent jurisdiction, entered within five years
prior to the comencement of the offering, permanently restraining
or enjoining such perscn from engaging in or continuing any conduct
or practice in connection with the purchase or sale of any security
or involving the making of any false filing with any state.

The prohibiticons of. paragraphs a, ¢, and-e above shall not apply
if the party is subject to the disqualifying order, judgment or
decree is duly licensed or registersed to conduct securities related
business in the State in which the administrative order, Judament
Or decree was entered against such party.

Any disquzlification cause?i\by this subsection is autamatically
waived if the state securities administrator or agency of the
state which created the basis for disgualification determined upen
a showing of good cause that it is not necessary under the circum-
stances that the exemption under this Rule be denied.

The issuer shall file with the Commissicner:
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a. A copy of each notice on Form D as prscribed under the Securities
Act of 1933 in 17 CIF.R. 2339-500 of each notice on Form D at the
same time, and in the same manner as prescribed by Rule 230.503(a}
or (b} as applicable, except that the filing of Form D required by
Rule 230.303{a) (1) shall be filed no later than 15 days after the
first sale of securities in reliance uon this exemption; the filing
of the Form D reguired by Rule 230.503{a) (3) of Reg. D shall ke
within 30 days after the termination of the offering; each notice
required by this paragraph shall be mamually signed by a person
duly authorized by the issuer;

b. An undertaking by the issuer to promptly provide to the Cormission-
er, upon written regquest, the information furnished to the of-
ferees by the issuer, which undertaking shall be in written form;

c. An executed consent to service of process on Form U-2 unless a
currently effective consent to service of process is on file with
the Coamissicnex; the consent to service of process and the under-~
taking recquired by paragrarh (b), above, shall be filed with the
notice of the first sale, the &ime for filing of which is covered
by paragrarh (a), above. ‘ .

&. Any person who utilizes any limited offering exempticn which the
Camnissioner established pursuant to the rule-making authority
provided by Chapter 32, Article 4, Section 402(b) (9} of the West
Virginia Code, 1931, as amended, shall be assessed a non-refindable
filing fee in the amount of one hundred twenty-five dollars’
(§125.00). Said fee shall accompany the rnotice of first sale which
is required tc be filed with the Cormissioner no later than fifteen
days after the first sale in reliance urcn said exenption. Failure
to pay such fee as required by this subsection shall constitute
grounds for the Camnissioner to deny or revoke said exenption our-
suant to Chapter 32, Article 4, Secticn 402(c) of the West Virginia
Code, 1931, as amended. Fees collectsd under this subsection Sl
be deposited in the state treasury and credited to the general
revemue fund.

4, In all sales to non accredited investors (as the term is defined
in Regulation D under the Securities Act of 1933) ; the issuer and any per-
son acting on its behalf shall have reasonable grounds o kelieve, and after
making reasonable inquiry shall believe, that the investment is suitable
for the purchaser upon the basis of the facts, if any, disclosed by the
purchaser as io his/her other security holdings and financial situation and
needs. : )

5. Cffers and sales of securities which are exempted by +this Rule may
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not be carbined with offers and sales ¢f securities exenpted by any othar
Rule or section of the Code; however, nothing in this limitation shall

act as an electicn., The issuer may claim the availability of any other ap—
plicable exenptions should, for any reason, the persons fail to camply with
the conditions of this exenption.

6. In any proceeding involving this Rule, the hurden of proving
the exenption or any excertion from a defindtion or conditions is upon the

person claiming it.

B. The exenrpticn authorized by this Rule shall be known and may be
cited as the "Uniform Limited Offering Exenption”.

{b) (10) (Reserved)

(11) The notices Chapter 32, Article 4, Sections 402(a) (11) and (b) (11}
reguire, shall be filed by furmishing the Camissiocner the following:

(a) The offeror’s name;

(B} The issuer's name and address, and the type and amount of
securities offered;

{C) The nurber of persons in this State to whom the offeror expects
to direct the offer;

(D) The offer's temms; .

(E} The person or perscns to whom the cammission or other remmeration
will be given;

(F) Information from which the Commissioner can determine whether the
camissicn or other remuneration to be paid is consistent with the policy set
forth in Section 14.00 of these Rules:

(G) A copy of any prospectus, pamphlet, circular, or other sales lit-
erature or advertising commmication, regarding the offer and intended for
distributicn to persons in this State;

(H) Additional information or documents which the Camissioner may
request within five full business days after the notice if'filed.

(12) (Feserved)

15.07 Cease and Desist Orders - The Comissioner may afford perscns
an opportunity to enter into volimtary agresments to cease and desist from
certain acts and practices when it appears that such procedure fully safe-
guards the public interest. All such agreements and orders shall be matters
of public record.

15.08 Files and Records - (1) Except as otherwise provided by law
or as specified iIn subsection (2), any record or document in the Camnissicner's
possession or control of which the Commissioner is the legal custodian, may
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be inspected or ccpied by any perscon during regqular business hours.

(2) The following records may be excluded. from disclosure wydder this
Section if the Comissicner finds the public interest in nondisclosure
outweighs the benefits of copen acess.

(a) Personmel files of office emplovees, former emplovees, and job
applicants.

() Caomrmicaticons with legal coumsel.

{c) Records obtained under a pledge or reascnable expectaticn of con-
fidentiality.

{d) Memoranda and work papers of enplovees, the Camissioner, or
the Deputy Ca’rm:.ss:.oner, prepared with the reasonable expectation of confi-
dentiality,

{e¢) Information ard documents the Commissioner obtains. pursuant to an
investigation under Chapter 32, Article 4, Secticn 407 of the Code.

{3) (Reserved)

-

(4) A request for records shail be addressed to the Coammissioner, who
shall produce the records or a refusal with the specific reasons therefor
within ten business days after the request is received.

15.09 Irrevocable Consent to Service of Process -

An applicant for registration under the Code and an issuer which proposes

to offer a security in this State through a broker-dealer as his agent shall

file, or have on file, with the Comissioner an irrevocable Consent to Service

of Process pursuant to Chapter 32, Article 4, Section 414(g) of the Code
in the form prescribed in Section 15.03 of these Ruales.
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SENATE BILL NO. 410 _

‘ Mr. R. Williams
1By PR - - - e

_ [ e e )
{introduced ‘M‘arch 6, 1,9,85,,, — e - — -
referred to the Committee LS8 Finance; then to the Committee
on the Judiciary . - 1

L BTILL to amend and reenact section thirty-two (four)(four
_hundred twelve), article two, chapter sizty-four of the
code of West Virginia, one thousand nine hundred
" thirty-one, as amended, relating to authorizing the

N

state auditor/;féecurities commissicner’ to promulgate

legislative rules relating to filing fees.

Be it enacted by the Legisiature of West Virginia:

That section thirty-twoe (four)(four hundred twelve);
érticle two, chapter sixty-four of the code o©f West
Virginia, one thousand nine hundred thirty-one, as amended,
be amended and reenacted tec read as follows:

ARTICLE 2. EXECUTIVE AGENCY AUTHORIZATICN TC PROMULGATE

LEGISLATIVE RULES.

§64-2-32(4)(412). State auditor, securities pqmmissioner.

(a) The legislative rules authorized by the Legislature

in section thirty-two (four) (four hundred two) of this

article were alsc proposed by the state auditor, securities
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commissicner pursuant to section four hundred twelve,
article four, chapter thirty-two of thls code.

(b) The legislative rules filed in the state register on

the eighteenth day of January, one thcousand nine hundred

eighty-£five relating to the,,g;g;g auditor, segurities

commissicner (filing fee) are authorized,

NOTE;: The purpcse of this bkill is to authorize the state
auditer, securities commissicner to promulgate legislative
rules relating to f£iling fees.

Strike~throughs indicate langyage that would be stricken
from the present law, and underscoring indicates new
ilanguage that would be added.
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.in section thirty—twb (four) (four hundred two) of this

) 334
H. B,_ 1620 o |
(By Deiegate Casey‘_ _ _ 7 7 ) :
(Introduced March 6, 1985 , _; referred to the

Committee on._the Judiciary B

A BILL to amend and reenact section thirty-two (four){four
hundred twelve), article two, chapter sixty-four of the
ccde of. West Virgirnia, one thousand nine hundred
thirty~one, as amended, relating toc authorizing the
"state auditor, securities commissicner to promulgate . ... .
legislative rules relating toc filing fees.

Be it enactg@rbyrtherLegislaturei¢f West Virginiag

That section thirty-two (four)({four hundred twelve),
article___ two, chapter sixty-four o¢f the code of West , .
Virginia, cone thousand nine hundred thirty-one, as amended,
be amended and reenadcted to read as follows:

ARTICLE 2. EXECUTIVE .AGENCY AUTHORIZATICN TO PROMULGATE

. LEGISLATIVE RULES.. ... . __ .. . . .

§64-2~32{(4)(412). State auditor, securities commissicner.

(a) The legislative rules authorized by the Legislature

article were also proposed by the state auditor, securities

+
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commissioner pursuant ko sectlon' fbur hundred 'twelve,

article four, chapter thlrty S of thlé‘code.

{h) The leglslatlve rules

‘11&& in the State reglster on

?: T T

the ezghteenth day of January, 16557 thousand nlne- hundred

eighty-£five relatlng to Ehé- state aualtor, securities

=3 B

commissioner (filing fee) are authe

MR

NOTE: The purpose of thls blll is to authorlze the state
auditor, securilties commissioner to promulgate legisiative
rules relatlng to flllng fees.

" Strike- throughs 1ndlcate lanéuage Ehét“would be strlcken
frem  the present law, and undetrscoring indicates new
language that would be added.
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