STATE COF VEST VIRGINIA
VEST VIRGINIA SBECURITIES DIVISICH
BEFORE THE SECURITIES COMIISSIONER
CHARLESTON, VWEST VIRGIIIA 25305

IN THE MATTER OF:

GENERAL ORDER MO. 83-2:
FILED IN THE OFFICE OF
A. JAMES MANCHIN

k) T i -
PROMIILGATION AND FPILING OF LEGISLIATIVE SECRETARY OF STATE

RULES, PURSANT TQ CHEAPILRS Z9A and 32 . )
OF THE CODE QF WEST VIRCINTAR, AS AMBRDED ‘ THIS DAT] iy £3
Admi.nis?rarive Law Divisiom

ORDER

Pursuant to the authority granted by Chapter 32, Article 2, Sections

201 throuch 204, inclusively, Chaptsr 32, Article 3, Section 306, and
Chapter 32, Article 4, Sections 402 and 412 of ths “Yest Virginia Code,
19231, as amended (the West Virginia Uniform Securities 2ct, hereinafter
referred to as tha "2ct"), the Camissicner of Securities (the "Corm-
rissioner") has pramilgated certain legislative Rules and Requlations
which are necessary in order to carry out the provisions of said 2ct,

and the Commigsioner is of the opinion and therefore finds as follows:

PINDDGE OF FACT

1. Certain Sections of the Act empower the Cormissioner to take
cartain action in order to carry out the provisions of the Act, and provide
that such action may be taken by the Comissioner according to rule.

2. Chapter 32, Article 2, Sections 201 throuch 204, inclusively, of
the Act, empower the Commissioner to establish procedures for the reglstration
of broker-dealers and agents.

3. The Comissioner has previously adopted certain reculations in
order to carry cut his statutory responsibilities as detailed in the pre-—
ceding Finding, certain of which are now in need of revision for varicus
reasons.

4. Chapter 32, Article 3, Section 306 of the Act empowers the Com
missioner to establish procedures which govern the registrestion of securities
in this State.

5. The Camissicner has previously adopted such regulations, certain
of which are now In need of revision for variocus reasons.

6. DMost of the other states in the United States, through their
securities administrators, have adopted methods of providing for a limited
exemption fram security registration reguirements with a particular erchasis
on easing such requirerments for small businesses.
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7. Certain small businesses, due to limited financial resources
and/ow- a lack of necessary expertise, and due to the cost of ccr‘tolyjmg
with registraticn requirements, may be meccessarily hindered in the
capital formation process. .

8. This Order is in the public interest.

COCIUSIONS CF LA

1.. .The Camnissicner is charged with the responsibility of ad-
ministering the Act, by virtue of the provisions of Chapter 32, Article
4, Section 406(a} of the Act.

2. The authority vested in the Camnissioner by virtue of the pro-
visions of Chapter 32, Article 2, Sections 201 through 204, inclusively,
and Chapter 32, Article 4, Section 412(b), provides the’Comissioner with
arple power and direction to adopt regulak.a.ons vhich will achieve raximm
mniformity in the form and content of reports, while providing a reasonable
method and basis for f£iling such.

3. The authority vested in the Cammissicner by virtue of the
provisions of Chapter 32 Article 4, Sections 402(h) (9) and 412(b) of
the Act, provides ample authority a.nd direction to the Camissioner for
the adoption of an examotion fram the registration provision of the Act
for small issuers of securities.

4, The legislative Rules hereby prawilgated and proposed are
necessary and aporopriate in the public interest for the protection of
investors and consistent with the pwrposes fairly intended by the policy
and provisions of the 2Act.

NC%!, THERFFORE, BASED UPCN THE FOREGOING, IT IS rERERY CRDERED THAT:

1. The legislative Ruales attached hereto, as promilcated by
the Camissioner by virtue of the foregoing authority, be
filed in the State Register, in accordance with the provisions
of Chapter 292, Article 3, Section 9 of the West Virginia
Code, 1983 CQum. Supp., as proposed legislative rules.

2. The notlice attached hereto shall be filed in the State Register
in accordance with the provisions of Chapter 292, Article 3,
Section 5 of the West Virginia Code, 1983 Cum. Supp.

ENTERED THIS _/9+h oy &F _ Op Ao b , 1983.

FILED IN THE GFFICE COF

. . A. JAMES MANCHIN
/%Vg /&t«.% B J.\/ SECRETARY OF STATE
o - / THIS DATE. i
Administrative Law Division

Glen B. Gainer, Jr.
State Aauditor and Ccrrmlssn.oner of Securit




STATEMINT OF AUTHORTTY

These rules are legislative rules as defined in Chapter 29a, Article
1, Secticns 2({d) and (i) of the West Virginia Code, 1931 ag zrended. These
rules relate to the authority of the Comuissicner of Securities (the "Com-
missicner”) pursuant to Chapter 32, Article 2, Sections 201 through 204,
inclusively, Chapter 32, Article 3, Section 306, and Chapter 32, Article
4, Sections 402(b) (9) and 412 of the West Virginia Code. The Camissioner
is emmowered to make, amend, and rescind such rules as are necessary to
carry out the provisions of Chapter 32 of the West Virginia Code, including
the Code secticns listed above, by the provisions of Chapter 32, Article 4,
Secticn 412 of the West Virginia Code.

ABSTRACT OF PRCMULGATION HISTORY .

The Comissioner hereby files this notice of proposed legislative rules,
attached hereto. ' .

On October 14, 1383, the Camnissioner entered an Order proposing Leg-
islative rules and directing them to be filed in the State Register. These
rules amend the Comissioner’s Administrative Regulations 10.02, 11.01(c),
11.02(a) (2) (), 1L.02(a) (2) (b) (5), 11.02(a) (1), 12.02(a) (1) () (C), 12.02(b) (1},
14.04(3), 14.05, 14.06 and 15.06. Rules 14.07 and 15.06(b) (8) are initially
rroposed in this raulamaking. : -

STATEIENT OF FACTS AND CIRCUMSTANCES

It is specifically pointed cut that, in cases where new Rules are being
prooosed, those porticons of the texwt are underlined. There rules are being
amended, either through rescinding part of the Rule, or adding new material,
or both, new portions are underlined, old portions and portions to be rescinded
are stricken through. Where Rules are samewhat lengthy, and only a portion is
being effected through part of it being rescinded or added to, the entire
present Rule ray not appear.

The fellowing camments are in explanation, Rule Ly Rule, of the specific
proposals:

(1) Rule 10.02- an amendment is proposed o correct the mailing
address;

(2) Rule 11.02(a) (1)- the Rule is to be amended to provide for adoption
of the latest revised application form for broker—-dealers as adopted
by the U.S. Securities and Exchance Coamissicn, and for the purpose
of providing for broker-dealer reporting and registration requirerents
to be accamplished through the lational Associztion of Securities
Dealers' ("MASD") Central Registration Depository System ("CRD"),
when this procedure becomes available. Like 46 other states, West
Virginia participates in the CRD System, which is an efficient and




(3)

{3)

(7)

(1)

(12)

sconomical, natiomwide auvitanated filing system for agents and,
soon, broker—dealers:;

rale 11.01(c) (4)- this Rlle is amended to provide for a uniform
expiration date from broxer-dealers who are MASD rerbers, in keeping
with the amendment mentioned in the preceding paragraph;

Rule 11.902(a) (2) (b) (1)~ this Rile is being amended fo clarify, and
to make easier to claim, the provision for being waived from the ex-
amination requirement for agent registration;

rule 11.02{a) (2) (b) (8)- this Rule is being amended to eliminats the
requirement that an agent ©f an MASD renmber hroker-dealer must have
a letter from the Camissicner's office hefore registration is ef-
fective. This recuirement is duplicative of the MNASD's efforts, and
expensive and time-consuming.

rRule 12.01(a) (c) (C) - this Rule is being amended to eliminate the
recuirement that brcoker-dealers inform the Camissioner of the creation
of a branch office. This is an item which most broker-dealers report
to the MASD, and it is available to the Camiissicner fram the MASD;

the Rule is also amended tO provide for the CRD Svstem reporting re-
quirement for certain broker—-dealer information:

Rule 12.02{(b) (1)~ - this Rule is amended to provide for broker—dealers
to use the CRD system to report termination, when this opticn becames S
available;

mule 14.04(3)- this rRule is amended to correct a statutory citation:

Rule #4.05- this Rule is amended to rescind a requirement for certain
security filings which is covered by ancther section of the Rules;

Rule 14,06- this Rule is amended to clearly indicate that the Real
Estate Policy Statement of the HNorth American Securities Administrators
Association, Inc., which the Camissioner has adeopted along with most
cther states, includes the amended portion of the guidelines;

Rule 14.07- this Rule is new, and is proposed for the adoption of
the Statement of Policy recarding Q0il and Gas Programs, as adopted
by the North American Securities Administrators Association, and

by rmost other states. This Rule will provide a known, wniform
procedure for registering oil and gas programs, as it is used in
most other states;

Rule 15.06{a) (8)— this Rule is new, and is proposed for the purposs
of eliminating the Boston Stock Exchange frar the Stock exchance ex-
emption reguirement provided by Chapter 32, Article 4, Section 402(a) (8)
of the West Virginia Code. This distinction is made to clarify the
listing exemption for regicnal stock exchances provided hy the statute.
The Camrissioner has determined, through esperience; that issuers

who have securities accepited for listing by The Boston Stock Exchange
are often hot the well-capitalized, solvent firms which the Com-
missioner believes the statutory section intends to include;




{13) male 15.06(k) (2) {(2) - this Tile is new, and is, by far, the most
ircortant pertion of these Propcosed Rules. This Rule will provide
an offering exerption for many small businegses who must otherwise
use the expensive, rmore time-consuming and ambersome registration
procedure, or else not raise capital in the State. It is an exerption
clearly called for by the provisions of Chapter 32, Rrticle 4, Section
402 (k) (8) of the West Virginia Code. It is a provisicn that approx-
imatelv 34 other states have adooted in substantially similar form.
The Rule should greatly aid the capital formation process in this
State.




CZRTIEICATION .. .

The legislative Rules filed an October 14, 1983 in the Office or
the Searetary of State of West Virginia, praomlgsted pursuant to Chapter

32, Code of Wast Virginla, as amnended.

The Rules and Regulations are c&rtified Authentic by the Auditor
of the State of Vest Virginia, Glen B. Gainer, Jr., by his hand and

cificial seal sat hersunto.

Glen B. Gainex, Jr. :
State Auditor and Securities Commissicner
for. the State of West Virginia -

FILED IN THE OFFICE OF
A JAMES MANCHIN

SECRE!, . Uk LiMse

THIS DATE/"//?//OD}

Administrative Law Division




NOTICE OF TEE
COLMISSIONER OF SECURITIES

-

Notice is hereby given to interested perscns that the Commissioner of
Securities has promulgated Legislative Rules for the administration of the
West Virginia Securities Act. Certain of the proposed Rules are Dremulgated
for the First time, some will Sup@rcede and amend the present Rules and certain
rresently effective Rules are to be rescinded. Interested persens may obtain
copies of said Rules by mailing a self-addressed, stamped (3rd class postage of
_$.63) envelope large enough to accamodate pages of letter-size paper, to the
Commissioner at his office in Room W-118, State Capitol, Charleston., West
Virginia 25305, (304~34B8-2257) or by ccntacting the Commissicner. Parties may
present views, comrents, ete., to the Commissicner preferrably in writing,
between October 14, 1883 and November 14, 1983. In addition, the Comnlssicner
will hold a public hearing in his offices at the Capitel in the City of Charieston
=+ 10:00 a.m. E.S.T. on Tuesday, Hovember 15, 1883 at which tife interested
parties may submit evidence concerning the proposed rules, either orally or in

writing. -

. FILED IN THE OFFicE OF
A. JAMES MANCHIN

SECRETARY OF, STATE

THIS DATELEL/ ) / F

Adminis

é

trative Law Division




Securities Camnissicner ) Section 10.02
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19.02 Cormmnications- All coammnications, including correspon-

dence, moticns, and pleadings shall be addressed to and be filed with the
State Aiditor's Office, Securities Division, West 285, 118 State Capitol

Building, Charleston, West Virginia 25305.

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

(4} In the case of abroker—dealer ;an is a mamber of the National

Association of Securities Dedlers, Inc., on December 31 of each year;

this expiration provision for such broker—dealers shall be effective

when such broker-dealers are informed that the Cammissioner is par-

ticipating in the NASD's Central Registration Depository System with

respect to broker—dealers.

11.02 Registration Procedure

(2) (1) &n application for registration as a brcker—-dezler in West
Virginia shall contain:

() & copy of SEC Form BD in the most recent form adopted by the

SEC as of the date of filing; applicants who are at the time of applica-

tion in th_j'.s State, or wno intend to rthereafter bacome, mambers of the

MNASD shall file a copy of the SEC Form BD with the NASD's CRD System at

the time of initial application in this State when they are informed by

the Copmissioner that the Comissicner is participating in the NASD's CRD

System with respect to 'brokt?r—dealers.
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11.02(a) (2) (b) (1) Examination Reguirement -

Aoents/Broker Dealers.

All applicants for initial registration as an agent: (1) shall pass, with
a minimm grade of 70%, the applicable qualifying examination required
by the NMASD, Mational Securities or Camcdities.Exchanges, and/or the
SEC, and (2) shall pass, with a minimum grade of 70%, the Uniform Secur-
ities Agent State law Examination (USASLE) administered by the MASD.
Applicants for initial registration as broker-dealers shall pass,
with a minimm grade of 70%, the spplicable qualifying examinations
required by the IASD, National Securities or Commodities Exchanges and/
cr +he SEC. The Comissioner does not administer examinations, bhut re-
serves the right to reguire an applicant for initial registration as a
broker—dealer to pass a written or oral examination or both administered
by the Camissicner or his designee.
Tor-purpdses—ef-this-Seckiony-appticants—for-registration-as-broker—
denlerg-or-agenka-shall-net-be-requived-to-pass-the-—prescribod-cxamin-
 atiens-if-{i}-gpid-asplicant-Bas-rorained-—ecentinucusiy-reaiskexed-in~the
cevagity—to-be-£illed—ritb fhig-gtake-withouk-interruptien—fox-rore-then
twe—vearar—or-iE-{3l-assid-apsliicant —gubmika—to—the-Cormmisaionar—ovidonse

os-cffestive-registration;wikthin—the-proceding-twe-years;—wih-a-Hation-
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2l hsst@iation of Secunities Dealers--Lirm- o National--Siock-Ixchance reg-

Aehsred aish-the SEC ~As-oiHnsipal-orasents.

Tha- ipplicants-shall-be-romured-So-sumit-ovidence of.passing- the

sxaminiation(s)-remured by 4his Sechion,—orof an asplication-forwaiver

Shewafpep o toriddneg —dn o Fannor--acsepsable--to-4the-Corrd-soioner .,

(a) (2) (b) (2) Waiver of Examiniation Reguirement — For purposes

of the examination requirement for agewnts and broker-dealers set ocut in

Section 11.02(a) (2) (b) (1) of these Rules, a waiver from this requirement

may be considered in the following ciraumstances:

(1) where the applicant has remained continucusly registered in the

capacity to be filled in this State without interruption for at least

tvo years prior to the date of application for which the waiver is sought;

(2} where the applicant submits to the Commissioner written ev-

idence of effective registration in the capacity %o be filled in a dif-

ferent state without interruption for at least two vears prior to the

date of apolication for which waiver is socught;

(3) where due to the nature of such combined circumstances as the

appiicant's education, employment experience, and the limited nature of

the prososed offering or sale of gecurities in conjunction for which reg-

istration is soucht, the applicant appears to be adequately qualified to

transact business in this State, so that investor protection should nct

require the e;;a*n}.n_ation otherwise imposed by Section 11.02 (aj) {(2) by ().

2oplication for a waiver of the examination requirement shall ke
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limited to the three sets of circumstances detailed above. The applicant

may apply for a waiver by sulwmitting a letter to the Comissioner describ-—

ing the applicable circurstances for which a waiver may be appropriate.

Such a letter shall include such evidence as is necessary to demonstrate

the applicant's entitlement to a wailver. No oral apolications will be

acceotable under any ciramstances. Waiver shall not be effective unless

it is provided to the applicant in writing by the Comissioner.

11.02(a) (2) (b) {5) Date Registration Beccmes Effective- If

no denial, suspensicn, or revocation order is in effect and no proceeding
therefor is pending, registration becanes effecitive at noon of the thir-
tieth day afier the filing of an application is camplete, unless an
earlier effective date is specified in writing by the Coamissioner. No

broker-dealer, no agent who is amloved by a broker-dealer who is not an

MNASD member, issuer—agent or investment adviser shall transact business

in this State until informed, in writing, by the Coamuissioner that the
registration is effective. Additional exhibits or information not sp—
ecifically required but essential to a Tull presentation of all material
facts rela#ing to the gqualifications of the zpplication should be Surnished
and properly identified. The Cammissioner may make such examination of

the applicant and request additicnal information as he deems appropriate

in the consideration of elgibility for registraticn. A filing shall be
considered camplete when the application and all attachments and exhibits

thereto, as required by the Cammissicner, have been filed with, and are
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satisfactory to the Commissionsr. 2Applications filed with the MASD's CRD
are not considered filed with the Camissiconer until all data deficiencies,

according to the MASD or the Camiissicner, are corrected. 2Agents who are

enploved by NASD-member broker-dealers and who file applications for reg-

istration with the NASD'_;—: CRD shall not transact _l;_alsmess in ‘thi_s State

mntil informed by the Camuissioner that registration with this State is

effective. An agent may be deemed tc have been informed by the Commissicner

that registration is effective upon receipt of the NASD's vaitten confir-

mation of ;eg}st;a;iqp fgg Eus State. 2An agent who bems rggis;tg:j:eg

vith the Commissioner pursuant o a filing with the NASD's CRD shall retain

at z2ll times while sc registered, the written confirmation of such reg-

istration which is sent to the agent's employer by the NASD., Retention

of the confirmation bv the emlover shall be sufficient camsliance with

this recuiremant.

12.01{a) {c}

(C} Change in the business address; ox-creaticm-er—tammimakicon-of-g
Branch-officas

The registrant will have cormplied with the requirement of praopt no-
tification pursuant to this Section if notification has been filed directly

with the Commissioner, ‘or as noted in the next sentence, in writing, as soon as
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possible, but in no event more than fifteen business days after the reg-

istrant has knowledge of the circumstances requiring such notification.

A broker-dealer who is a MASD rember shall conply with the recuirements

the most recent form adopted by the SEC as of the date of filing, with the

MAED's CRD System, whén such a broker—dealer is informed by the VCquissionVex

that the Comissicner is participating in the !TSD's CRD Systenm with re-

spect to broker-dealers. This chenge in filing requirements, when effect-

other manner.

12,02 Denial, P.eVDcation, Suspe_ﬁ;iorl, Cancellation and

Withdvawal of Reglstration.

(2) (Reserved)

{b) Broker-Dealer, Agent, Issuer-~Agent, and Investment Alviser

Termination.

(1) 2 brcker-dealer, vhich seeks to withdraw or fails to renew its
registration pursuant to Chapter 32, Article 2, Section 204(e) of the Code
ghall file SEC Form BIW in accordance with the instructions contained

therein. A,broker—dealgr mzh:.ch lS a MASD member shall file the SEC Form

BOW with the NASD's CRD system when such a broker-dealer is informed by

the Camnissioner that the Commissioner is participating in the NASD's

CRD System with respect to broker-dealers.
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A broker-dealer or issuer which seeks to terminate or fails to renew the
registration of an agent or issuer agent shall file Form U-5 in accor-
dance. with the instructions contained therein. IBSD-member bhroker—-dealsrs
shall file said Form with the MaASD's CRD. All other broker-dealers shall
file said Form directly with the Commissiconer. 21l such Forms shall be

filed with the Comissioner, or as noted above for MNASD mermber fims,

within ten days of the terminaticn. &n investment adviser that seeks to
withdraw or terminate its registration shall inform the Commissioner in
writing, of its intention o do so, in the mammer or in the form(s) pre-
scribed by the Camissioner, at least fifteen days prior to the date on

which the terminaticnAvithdrawal is desived to become effective.

Section 14.04

(3) A registration statewent filed under Chapter 3Z, Article 3,
Secticn 392 303 of the Code and Section 14.02 of these Rules is deemed to
covar the niumber of shares or wnits the federal registration statement
covers. No offering or sale of an issue of coamon stock may result in
a share’s bocok v§lue being less than twenty percent of its public of-

fering price.

Section 14.05 Praotional Securities or "Cheap Stock”.

{e}——Tae-sharag—of-chenp-stock-isgued-shall-nok-wesuli-in-a—diluticn
of-mexe-—than-32-1/3% ai-the-varse~of-the-shavas-ouistanding-in-the-hands

pf-the-public—at-any-Eime.




Securities Cammissioner - - ‘ Section 14.06
Adm. Reg. - 32
Series IIT

14.06 Real Estate Programs - The offer or sale of interests in a

limited partnership which will engage in real estate syndication may be
decmed unfair and inequitable to purchasers unless the offering carplies
with the provisions of the Nerth 2American Securities Administrators

Zosociation Statement of Policy regarding Real Estate Prograns, adopted

Zpril 15, 1980, as-amended-Marxeh-30,-1882 and as subseguently amended.

Copies of the Statement of Policy are available fram the Comissioner's
Office for a prepaid fee of $5.00. The Statement of Pclicy is published

in Volume Cne of the Camerce Clearing House Blue Sky Law Repcrter and

is on file at the Offices of the Comnissioner.

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 production from oil and gas wells may be deemed unfair and

inequitable to purchasers wnless the offering complies with the provisions

of the North ZAmerican Securities Administrators Association Cuidelines L

for the Registration of Oil and Gas Programs, as adopted September 22,

1976, and as subsequently amended. Coples of the Statement of Policy

are available from the Camnissicner's Office for a prepaid fee of $5.00.

The Statement of Policy is published in Voluwe One of the Camerce

Clearing House Blue Skv Law Reporter, which is on file at the Com—

missioner's Offics.
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14.13 = Inappiicability of Cértain Restrictions on Book Value Per

Share, Amounts of Cheap Stock and Pranctional Shares, and Pramcter's

Participation.

(1) The restrictions imposed with respect to minimm book value of a

share of caomon stock by Section 14.04(3) of these Rules, the restrictions

cn the amounts of cheap stock and promotional securities imposed by Section

14.05 of these Rules, and the restrictions on pramoter's participation

irposed by Section 14.11 of these Rules shall not apply with respect to

offerings as to which all of the following conditions are met:

(2) The offering shall be firmmily underwritten by a syndicate of not less

than fifteen Investment banking firms, each of which fimmly agrees to

purchase for resale in the offering at leag;_SflO0,000 of securities: and

(b) The amount in the offering fimily underwritten by such syndicate of

investment banking fivms shall aggregate not less than $4,000,000; and

{c) The offering price per share in said offering shall not be less than

five (553.00) dollars vwer share.

{2) In order to utilize the provisions of this Rule, Counsel for the

Undamyriter or Issuer, whichever is applicable, shall certify the infor-

mation included in paragraphs a throuch ¢, above, in writing, to the Com-

missicner; certification in letter form will be accsptable, provided that

such letter is in a form which is separate and distinct from the other

J'_nfom;a‘;:gon ‘sulomitted with the usuzl application for registration of

securities; such letter must be submitted at least seven (7) davs prior
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to the provosed effective date for registration of the securities.

(3) The certification imposed by paragraph (2), above, shall under no

ciramstances bgrgcceptable,if itris not in written form.

15.06 Txemptions

{a) (8) For the purposes of Chapter 32, Article 4, Secticn 402(z) (8)

of the Code, only, the term "any regicnal stock exchange"” shall not in-

clude the Boston Stock Exchange.

() (9) Limited Cffering Exemption—

Preliminary Notes

1. Nothing in this exemption is intended to relieve, or should be

construed as in anv vay relieving, issuers or persons acting on theilr

behalf from providing disclosure to prospective Investors adequate to

satisy the anti-fraud provisions of the Code.

2, In view of the objective of this Rule and the purpose and

policies underlying the Act, this exerption is not available to any issuer

with respect to any transaction which, although in technical camoliance

with this Rule, is part of ‘4 plan or scheme to evade registration or the

conditions or limitaticns explicitly stated in this Rule.

3. Nothing in this Rule is intended to exempi registered broker--

dezlers Or agents frchthe dug_dil@gqu@ standards otherwise applicable

to such registered persons.
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4. MNothing in this Rule is intended to exempt any person from the

broker—dealer or agent registration regquirements of the Code.

Ruile

Pursuant to the authority delesated to the Cammissioner by Chapter

32, Article'ﬁ, Section 4Q2(b)(9) anid Chapter 32, Article 4, Section 412

of the Cole, the following transaction is determined to be exempt from

the registration provisions of the Code:

A. Ariv offer or sale of securities offered or scld in camliance

with Securities Act of 1933, Regulation D ("Reg. D"), Rules 230.301-230.503

and 230.505 or 230.506 as made effective in Release No. 33-6389 and which

satisfies the following further conditions or limitationss

1. No camnissicr, fee or other rammeration shall ke paid or given,

directly or indirectly, to any person for soliciting any prospective o

purchaser in this State wmless such person is appropriztely registered

in this State pursuant to the avplicable provisions of the Code and

these Rulgsi

2. TNo exampticn under this Rule shall be available for the securities

of any issg@;“gg_apgnggéEgggpe:;onsrdescribed in paragraphs {c) through (£)

of Rule 230.252 of Regulation A, as promilgated under the Securities Act

of 1933:

a. Has filed a registration statement which is the subject of a

currently effective registration Stop Order entered pursuant to anv

state's securities law within five vears prior to the camencement of
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b. EHas been convicted within five vears prior to the cammencement

of +he offering of any felony or misdemeancor in connecticn with the

offer, purchase, or sale ¢f any security or any felony involving
L _ 23 O X ¥ !

fraud or deceit, including but not limited to forgery, embezzlement,

cbtaining money under false pretenses, larceny or conspiracy to de-

Fraud.

c. Is carrentlv subject to any state's administrative enforcement

order or Jjudgment entered by that state's securities administrator

within five years prior to the cammencement of the offering or is

subject to any state's administrative order or judgment in which

fraud or deceit, including but not limited to making imtrus statements

of mate{ial facts Qgrggitting to state material facts, was foumd and

the order or judgment was entered within five vears priorx o the

camencement of the offering.

n

d. Is subject to any state's administrative order or Judgment which

orohibits, denies, or revokes the use of any examption fram registra-

tion in connection with the offer, purchase cor sale of securities.

e. Is subject to any order, judgment, or decree of any court of

cametent jurisdiction terporarily or preliminarily restraining or en-

joining, or is subject fo any order, judgment or decree of any court

of campetent Jjurisdiction, entered within five years prior to the

canmencerent of the offering, permanently restraining or enjeining

such person from engaging in or comtinuing any conduct or practice

in comection with the purchase or sale of any sscwity or invelvin
C Lt TS ] >4 _9
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the making of any false filing with anv state.

f. The prohibitions of paragraphs a, ¢, and e. above shall not

apply 1if the party subject to the disqualifying order, judcment or

decree is duly licensed or registered to conduct securities related

business in the state in which the administrative order, judgment

g. Any disqualification caused by this subsection is automatically

waived if the state securities administrator or agency of the state

which created the basis for disqualificaticn determines uoon a

showing of good cause that it is not necessary under the circumstances

that the exapticon wmder this Rule be denied.

3. The issuer ghall file with the Cormissicnsr:

2. A copy of each notice on Form D as prescribed wmder the Securities

Act of 1933 in 17 C.F.R. 2338.3500 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 recuired by Rule

230.503(a) (1) shall be filed no later than 15 days after the first

sale of securities in reliance upon this exenption; filing of the

Form D required by Rule 230.503(2) (3} of Reg. D shall be within 30 days

after the termination of the offering:; each notice required by this

paragraph shall be manually signed bv a person duly authorized by the

issuer:
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b. an undertaking by the issuer to pramptly provide to the Can—

missicner, upon written request, the information furnished to the

offerses by the issuer, which undertaking shall be in written form;

o An execured consent to service of process on Form U-2 unless a

currently effective consent to service of process is on file with the

Comissioner; the consent to service of process and the undertaking

required by paragraph (b), above, shall be filed with the notice of

the first sale, the time for filing of which is covered by paragraph

(a), above.

4, n all szles to non accreditied investors (as the term is de-

fined in Regulation D under the Securities Act of 1933}, the issuer and any

after making reascnable inquiry shall believe, that the investment is

suitable for the purchaser upon the basis of the facts, if any, disclossed

by the purchaser as to his/her other security holdings and financial

situation and needs.

5. Offers and sales of securities which are exenpted by this Rule

may not be combined with offers and sales of securities exempted by any

other Rule or section of the Coder however, nothing in this limitation

shall act as an electicn. The issuter may claim the availability of any

other acplicable exemptions should, for any reason, the persons f2il to

cormply with the conditicns of this exemption.
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6. In any proceeding involving this Rule, the burden of proving

the exerrrion or ary exception from a definition or condition is upon the
T 1 & Y EXCs C -

person claiming it.

B. The exerption authorized by this Rule shall be known and may

be cited as the "Uniform Timited Offering Exerption”.




