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STATE OF WEST VIRGINIA
WEST VIRGINIA SECURITIES DIVISICN
BEFORE THE SECURITIES COMVIISSIONER
CHAE TON, WEST VIRGINIA™ 25305

IN THE MATTER COF:
GENERAL, CRDER MNO. 83-2: o -

PROMULGATION AND FILING OF LEGISTATIVE
RULES, AND SURMISSICN TO THE WEST VIRGINTA

IEGISIATURE FOR APPROVAL OF RULES, PURSUANT - FILED IN THE OFFICE oF
TO CHAPTERS 292 and 32 OF THE CODE OF WEST : A. JAMES MANCHIN
VIRGINIA, AS AMENDED = . SECRETARY OF STATE
THIS DATEDEL. 2], /93
ORDER o Administrative Law Division

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

201 through 204, inclusively, Chapter 32, Article 3, Section 306 and
Chapter 32, Article 4, Sections 402 and 412 of the West Virginia Code,
1931, as. a:rended (the West Virginia Uniform Securities Act, hereinafter
refe:a:ed to as the "Act"), the Cammissioner of Securities (the "Cam
missicner") has prczmlgated certain legislative Rules and Regulations
which are necessary in order to carcy out the provisions of said act,
and the Comissicner is of the opinion and therefore finds as follows:

FONDINGS OF FACT

1. Certain Sections of the Act ampower the Camissicner to take
certain acticn in order to carry ocut the provisions of the Act, and provide
that such action may be taken by the Comissicner according to rule.

2. Chapter 32, Article 2, Sections 201 through 204, inclusively, of
the Act, erpower the Coamissioner to establish procedures for the registration

of broker-dealers and agents.

3. The Camiissioner has previously adopted certain regu.'l.ations in
order to carry out his statutory responSJ_bJ_lli-_les as detailed in the pre-
ceding Finding, certain of which are now in need of revision for varicus
reascns.

4, Chapter 32, Article 3, Section 306 of the Act empowers the Com—
missicner to establish procedures which govern the registration of securities
in this State. . :

5. . On Octcher 14, 1983, the Cammissicner filed notice of the proposed
adoption of Iegislative Rules in the State Register, pursuant to Chapters 29A
and 32 of the West Virginia Code.

6. .Certain of said Rules were being initially propesed, certain Rules
were proposed as amendments to presently effective Rules, and certain Rules
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were to be rescdinded as a result of the rulemaking procedure.

7. The Commissicner also filed Notice of opportunity to curment on said
Riles, and Notice of hearing to be held on Novarmber 15, 1983.

8. ©No cne appeared at said hearlng which was to have been at the Can—
missicner's Offices at the Capitol in Charleston on November 15, 1983.

g, The Camissioner received no writien caments concerning said Rules;
the oral camments received generally favored the adoption of said Rules, and
certain caments from the National Association of Securities Dealers, Inc.
proposed minor, non-matexrial changes to certain of said Rules.

10. This Order is in the public interest.

CONCTISIONS OF LAW

l. The Coamissicner 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 Cammissioner by virtue of the pro-
visicns of Chapter 32, Article 2, Sections 201 throuch 204, inclusively,
and Chapter 32, Article 4, Section 412(b), provides the Camissicner with
arple power and direction to adopt regulaitions which will achieve maximm
uniformity in the form and content of reports, while providing a reasonable
method and basis for filing such.

3. The authority vesL,ed in the Camissioner by virtue of the
provisicns of Chapter 32, Article 4, Sections 402(b) (9) and 412(b) of
the Act, provides ample authority and direction to the Camissioner for
the adoptlon of an exemption fram the reg:.stratlon provision of the Act
for small issuers of securities. ,,

4. The public interest and the protection of investors in West Virginia
will be ephanced by the permanent adoption of the Legislative Rules as proposed
by the Commissioner on October 14, 1883, with the exception of minor changes to
certain of the Rules in order to reflect the adoption by the United States
Securities and Exchange Camission of a revised uniform filing form for broker-
dealers, all as specifically detailed in the Statement of Circumstances, which
is filed along with said Rules.

NOW, THEREFCRE, BASED UPON THE FOREGOING, IT IS HEREBY ORDERED THAT:

1. The Iegislative Rules attached hereto, as pramilgated by the
Cammissicner by virtue of the foregoing authority, are hereby
approved for submission to the West Virginia Legislature pur-
suant to the provisions of Chapter 292, Article 3, Sections
9 and 11 of the West Virginia Code, 1983 Cum. Supp. _
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2. Sufficient copies of this Order and the Notice, Statement of
Circumstances, and Legislative Rules attached hereto, shall
be filed in the State Register and with the Legislative Rule-
making Camittee of the West Virginia Legislature, as required
by the provisions of Chapter 29R, Article 3, Sections 2 and 11
of the West Virginia Code, 1983 Cum. Supp.

ENI‘ERED‘I’I—IISCQ{\Sﬁ DRY OF \_Qecgﬂég_r_‘ , 1983

Dot el Jfer
Glen B. Gainer, Jr. 4

State Auditcor of West Virginia
Commissioner of Securities
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2. Sufficient copies of this Order and the Notice, Statement of
Circumstances, and Legislative Rules attached hereto, shail
be filad in the State Register and with the Iegislative Rile—
making Camittee of the West Virginia Iegislature, as required
by the provisions of Chapter 29A, Article 3, Sections 9 and 11
of the West Virginia Code, 1983 Cum. Supp.

ENTERED THIS S2ASA oy o Der e mber  » 1983

d— ) N - - /,/
Glen B. Gainer, Jr.

State Auditor of West Virginia
Commissioner of Securities




STLTEMENT OF AUTHORITY

These rules are legislative rules as defined in Chapter 294, Article
1, Secticns 2(d) and (i) of the West Virginia Code, 1931 as amended. These
rules relate to the authority of the Commissioner of Securities {(the "Can
missicner") pursuant to Chapter 32, Article 2, Sections 201 through 204,
inclusively, Chapter 32, Articlie 3, Section 306, and Chapter 32, Article
4, Secticns 402(b) (9} and 412 of the West Virginia Code. The Cammissicner
is errmveraitomake, amend, and rescind such rules as are necessary to
carry out the provisions of Chapter 32, of the West Virginia Code, including
the Code sections listed above, by the provisions of Chapter 32, Article 4,
Secticn 412 of the West Virginia Code.
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ABSTRACT OF PROMULGATION HISTORY

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

On October 14, 1983, the Camissioner entered an Order proposing ILeg-
islative rules and directing them to be filed in the State Register. These
ruales amend the Cormissioner’s Administrative Requlations 10,02, 11.01(<),
11.02¢a) (2) (b), 11.02{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) (9) are initially
proposed in this rulemaking.

Subject to notice as provided in Chapter 292, Axticle 3, Section 5 of
the West Virginia Code, the Commissioner scheduled a public hearing on No-
vember 15, 1983, for the purpose of providing interested parties an oppor-
tunity to present their views with respect to the Rules as initially proposad.
No persons appeared at said hearing. The Comnissioner received no written )
caments concerning said Rules. A few cral comments were received, each
generally supporting the Rles as proposed. Comments were particularly fa-
vorable concerning proposed Ruale 15.06(b) (2) (9).

Pursuant to the provisicns of Chapter 293, Article 3, Sections 9 and 11,
respectively, the Camnissicner filed Notice of Approval of the Proposed Rules
with the Secretary of State, and the Rules in Final Form as proposed to he a-—
dopted with the Iegislative Fulemaking Camittee, on December , 1983.

STATEMENT COF FACTS ZND CIRCIMSTANCES AND DESCRIPTIVE
- SUMMARY OF CONTENT

It is specifically pointed out that, in cases whers new Rules are being
proposed, those pvortions of the text are mderlined. Where rules are being
amended, either through rescinding part of the Rules, or adding new material,
or both, new portions are underlined, old portions appear in nommal type;
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 Ruile may not appear.




The follawing ccrments are in explanation, Rule by Rule, of the specific
proposals:

(1) Rule 10.02- an anendment is proposed to correct the mailing
address; .
(2) FRule 11.02(a) (1)- +the Rule is #c be amended to provide for adoption

of the latest revised application Fform for broker—-dealers as adopted

by the U.S. Securities and Evcharge Camunission, and for the purpose

of pioviding for broker—-dealer reporting and registration requirements
to be aco@phshed throwh the Naticnal Association of Securities
Dealers' ("NASD") Central Registration Depository System ("CRD"),

when this procedure becanes available. Like 48 cother states, I'Gest
Virginia participates in the CRD System, which is an efficient and
econamical, natiorwide autcamated filing system for agents and, soon,
broker-dealers;

(3) Rule 11.01(c) (4)- this Rile is amended to provide in the future
for a uniform expiration date for broker-dealers who are NASD members,

(4} rRule 11.02(a) (2) (b) (1)- this Rule is being amended to clarify, and
to make easier to claim, the provision for being waived fram the ex-
amination reguirement for agent registration;

(5) Rule 11.02(a) (2) (b) (5)- this Rule is being amended to eliminate the
requirement that an agent of an NASD member broker—dealer rust have
a letter from the Camissicner's office before registraticn is ef-
fective. This regquirement is duplicative of the NASD's efferts, and
expensive and time—consuming.

(6) Ruale 12.01(a) (c) (C)— this Rule is being smended to eliminate the
requirement that broker-dealers inform the Camissioner of the creaticn
of a branch office. This is an item which most broker-dealers report
to the NASD, and it is available tc the Camnissicner from the NASD;
the Rule is also amended to provide for the CRD System reporting re-
cuirement for certain broker-dealer information;

(7) FRule 12.02(b) (1)- this Rule is amended to require for broker—dealers
to use the CRD system to report temination, when this option becamnes
available;

(8) rRule 14.04(3)- this Rule is amended to correct a statutory citation;

{9) Ruale 14.05- this Rule is amendad to rescind a requirement for certain
security filings which is covered by another section of the Rules;

(10) Rule 14.06- this Rule is amended to clearly indicate that the Real
Estate Policy Statement of the North American Securities Administrators
Association, Inc., which the Camissicner has adopted along with most
other states, includes the amended portion of the quidelines;

(11) Fule 14.07- this Rule is new, and is proposed for the adoption of
the Statement of Policy Regarding 0il and Gas Programs, as adopted by
the North American Securities Administrators Association, and by most
other states. This Rule will provide a known, uniform procedure for
registering oil and gas programs, as it is used in most other states;




(12)

(13)

Rule 15.06(a) (8)— this Rule is new, and is proposed for the purpose
of eliminating the Boston Stock Exchange from the Stock exchange ex-
emption provided by Chapter 32, Article 4, Section 402(a) (8) of the
West Virginia Code. This distinction is made to clarify the listing
exanption for regional stock exchanges provided by the statute.

The Commissioner has determined, through experience, that issuers who
have securities accepted for listing by The Eoston Stock Exchange
are often not the well-capitalized, solvent Ffivme which the Commis— -
sioner believes the statutory section intends to include;

Rule 15.06(b) (99— this Rule is new, and is, by far, the rost -
important portion of these Proposed Rules. This Rule will provide
an offering exemption for many small businesses who mast otherwise
uge the expensive, time-consuming and curbersome registration
procedure, or else not raise capital in the State., It is an exam—
tion clearly called for by the provisions of Chapter 32, Article 4,
Section 402(b) (9) of the West Virginia Code. It is a provision that
approximately 34 other states have adopted in substantially similar
form. The Rule should greatly aild the capital formation process in
this State. )




FILED IN THE OFFICE OF

Securities Camissioner A. Jégéii?f\é\ANCHiN. Section 10.02
Adm. Reg. — 32 FSTATE

Series ITI THIS DATE /2~ 2/~ F =5

Administrative Law Division

10.02 Camunications~ A1l commmmications, including correspon—

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

Building, Charleston, West Virginia 25305.

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

{4}y In the case of a broker-—dealerwho:.s a member of the National

Association of Sg_c_m:i’jies Pealers, Inc., on Decenber 31 of each year;

this expiration provision for such broker—dealers shall be effective

when such broker—dealers are informed that the Commissioner is par-

ticipating in the NASD's Central Registration Depository System with

respect £0 broker—dealers.

11.02 Registration Procedure

(a) (1) An application for registration as a broker-dealer in West
Virginia shall cantain:

(A} A copy of Revissd SEC Form BD as adopted by the SEC effective

January 1, 1984; the Camrissioner will be participating in the NASD's CRD

System with respect to broker-dealers when the CRD system makes such an

arrangement possible; at that time all applicants will be informed of and

will follow the procedures for such participation as the Camnissioner

£inds appropriate.




Securities Camissioner ' ' : ‘ Section L1.02
Adm. Reg. = 32 ; '
Series ITX

11.¢2{a) (2) (b) (1) Examination Reguirement -

Agents/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 NASD, Naticnal Securities or Commodities Exchanges, and/or the
SEC, and (2} shall pass, with a minimum grade of 70%, the Unifcxrm Secur-
ities Agent State law Examinaticn (USASLE) administered by the NASD.

Applicants for initial registraticn as broker-dealers shall pass,
wifh a minimmm grade of 70%, the applicable qualiifying examinations
reguired by the NASD, Naticnal Securities or Camodities Exchanges and/
or the SEC. The Camnissicner does not administer examinations, buk re-—
serves the right to require an applicant for initial registration zs a
broker—dealer to pass a written or oral examinaticon or both administered
by the Camissicner or his designee.

Fox-purpeses—of-this-Secktion,-appiicantc—for-registration-as-broker—
dezlers-or-agentg-ghall-pok-be-reguired-to-pass—the-preseribed—oxnamin-
ations-if-{ir-said-applicant-has—xemaincd-continvouaiv-registared-in-the
eapacity—to-be-£ilied-with-this-state-without-intewrruption-for-rore-Ehen
Eo-vearss—or-+E-{3)-gaid-epplicant-submits-to-the-Cognissioncr~evidaonce

sE-offeetive-registration~within-the-preceding-two-peaxs-with-a-Nation—




Securities Cormissioner Secticn 11.02
Adm. Reg. - 32 . _
Series IIT

al-hsseciaticon-of Secuxiiies Dealors fivm or National Shock Fxchange  reg—

ieterad swith 4£he -SEG ~as-princival or asents,
TheArpplicant-shall berecquired o sulmit evidence af pagging the

examiRiation sl required yr this Seoction, .or of an annlication for waiver
therefran,—in-writing ,-in s -manner accentable to the -Camaissioner.

(a) {2) (b (2) Waiver of Examiniation Requirement - For purposes

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

may be considered in the following circumstarces:

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

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

two vears prior to the date of application for which the waiver is sought;

(2) where the applicant sulmits to the Camissicner written ev—

idence 'of effective registration in the capacity to be filled in a dif-

ferent state withcut interruption for at least two vears prior +o the

date of applicaticn for which waiver is socught;

(3} ‘where duz €0 the nature of such corbined ciromstances as the

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

the proposed offering or sale of securities in conjuncticn for which reg-

istraticn is sought, the applicant appears to be adeguately cualified to

Eransact business in this State, 'so that investor protection should not

- require ‘the examination otherwise imposed by Section 11.02{a) {2) (&) (1).

 Application for & waiver of the examination requirement shall be




Securities Camissioner Section 11.02
Adnt. Reg. — 32
Series IIT

limited to the three sets of circumstances detailed above.i The applicant

may apply for a waiver by submitting a letter to the Camuissioner describ-

ing the applicable circumstances 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 waiver. Wo oral applications will be

acceptable undsr any circumstances. Waiver shall not be effective unless

it is provided to the applicant in writing by the E:crm'd.ssioner.

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

nc denial, suspension, or revocation order is in effect and nc proceeding
therefor is pending, registration becames effective at nocn of the thir-
tieth day after the filing of an application is coplete, umless an

earlier effective date is specified in writing by the Camissioner. No

NASD member, issuer-agent or investment adviser shall transact business

in 'i;h:!.s State until :s_nforr"ed, J_n ﬁiting; by'the‘.chrmiséioner that the
registraticn is effective. Additional exhibits or information not sp-
ecifically recuired but essential to a full presentation of all material
facts relating to the '.qualifications of the application should be furnished
and properly identified. The Camnissioner may make such examination of

the applicant and request additional information as he deems appropriate

in the consideration of elgibility for registration. A f£iling shall be
considered conplete when the application and all attachments and exhibits

thereto, as required by the Camissioner, have been filed with, and are




Securities Camnissioner . Section 11.02
Adm. Reg. - 32 ,
Series 1II

satisfactory to the Camissioner. Applications filed with the MASD's CRD
are not considered filed with the Camiissionsr until all data deficiencies,

according to the MASD or the Camiissioner, are corrected. Agenis who are

aemployed by NASD-member brocker—dealers and who file applications for reg-

istration with the NaSD's CED shall not transact business in this State

until informed by the Camissioner that registration with this State is

effective. 2An agent may be deamed to have been informed by the Coamissicner

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

mation of registration for this State. An agent who becanes registered

with the Camnigsicner pursuant to a filing with the MNASD's CRD shall retain

at all times while so registered, the written confirmation of such reg-

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

of the confirmation by the employer shall be sufficient camliance with

this requirament.

12.01(a) (c)

{C) Change in the business address; er—ereation-er—kerminakien-—of-m
branch-offias;

The registrant will have complied with the requirement of praspt no-
tification pursuant to this Section if notificaticn has been filed directly

with the Camissioner, or as noted in the next sentence, in writing, as soon as




Securities Camissioner : Secticn 12.01
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possible, but in no event more than fifteen business days after the reg-
igstrant has knowledge of the circumstances requiring such notification.

2 broker-dealer who is a NASD member shall cooply with the requirements

of this Section, where appropriate, by filing its Revised SEC Form BD, as

adopted by the SEC effective January 1, 1984, with the NASD's CRD System,

when such a broker-dealer is informed by the Camissioner that the Com-

missicner is participating in the NASD's CRD System with respect to

broker—dealers. This change in filing requirements, when effective, does

not change the reporting reql:LlreTents of this Section in any other manner.

12,02 " Denijal, Revocation, Suspensicn, Cancellation and

Withdrawel of Registration.

(a) (Reserved)

(b) Broker-Dealer, Rgent, Issuer-Agent, and Investment Adviger

Termination.

(1) A broker—-dealer which seeks to withdraw or fails to renew its
registration pursuant to Chapter 32, Article 2, Section 204(e) of the Code

shall file Revised SEC Form BIW, as adopted by the SEC effective January

1, 1984, in accordance with the instructions contained therein. A broker-

dealer which is a NASD mamber shall file the Revised SEC Form BOW with the

NASD's CRD system when such a broker—-dealer is informed by the Cormissioner

that the Commissicner is participating in the NASD's CRD System with respect

to broker—-dealsrs.




Securities Coammissioner o : ) Section 12.02
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2 broker-~dealer or issuer which seeks to terminate or fails to renew the
registration of & agent or issuer agent shall file Form U-5 in accor-
dance with the instructicns contained therein. MNASD-member broker—dealers
shall file said Form with the NASD's CRD. All other broker-dealers shall
file said Form directly with the Cammissioner. 211 such Forms shall be

filed with the Commissioner, or as noted above for NASD member firms,

within ten days of the termination. An investment adviser that seeks to
withdraw or terminate its registration shall inform the Comissioner in
writing, of its intention to do so, in the memner or in the form({s) pre-
scribed by the Cammissioner, at least fifteen days pricr to the date on

which the termination/withdrawal is desired to became effective.

Section 14.04

(3) A registration statement filed under Chapter 32, Article 3,
Section 282 303 of the Code and Section 14.02 of these Rules is deemed to
cover the mumber of shares or units the federal registration statement
covers. No offering or sale of an issue of comon stock may result in
& share's book value being less than twenty percent of its public of-

faring price. T

Section 14.05 TPramtional Securities or "Chedp Stock”.

tet——Fhe-shares—of-cheap-—sStock—issusd-shatl-nok-rommit-in-—n-dilution
of-more—than-33-1/3%—of-the-—value—of-the-shares—oukotanding-in-the-hands

of—he-public—at-any—tima,




Securities Coamnissioner : Section 14.06
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14.06 Real Estate Programs - 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 camplies
with the provisions of the North American Securities Administrators

Association Statement of Policy regarding Real Estate Programs, adopted

April 15, 1980, as-amended-March-30,-1982 and as subseguently amended.

Copies of the Statement of Policy are avallable from the Cammssicner's
Office for a Prepaid fee of $5.00. The Statement of Policy is mublished

in Volume One of the Coamerce Clearing House Blue Sky Law Reporter and

is on file at the Offices of the Camissioner.

14.G67 0il and Gas Programs

engage 'in oil or gas well drilling and esploration activities or the

purchase of production from oil and gas wells may be deemed unfair and

- ineguitable to purchasers unless the offering camplies with the provisions _

of the Nerth American Securities Administrators Associaticn Guidelines

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

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

are available fram the Camissicrier's 0ffice for a prepaid fee of $5.00.

The Statament of Policy is published in Volume Cne of the Comerce

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

" migsioner's Office.
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14.15 Inapplicability of Certain Restrictions on Book Value Per

Share, Amounts of Cheap Stock and Promotional Shares, and Prancter!

Participation.

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

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

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

14.05 of these Rules, and the restricticns on prawoter's participation

imposed by Section 14.11 of these Ruiles shall not apply with respect to

(2) The offering shall be firmly underwritten bv a syndicate of not less

than fifteen investment banking firms, each of which firmly agrees to

purchase for resdle in the offering at least §100,000 of securities; and

(b} The amount in the offering firmly underwritten by such syndicate of

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

(¢} 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 provisions of this Rule, Counsel for the

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

mation included in paragraphs a through c, above, in writing, to the Com—

missioner; certification in letter form will be acceptable, provided that

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

information submitted with the usual application for registration of

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

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

circumstances be acceptable if it is not in written form.

15.06 Exegptions

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

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

ciude the Boston Stock Exchangs.

(b) {2) Limited Offering Exemption-

Preliminary Notes

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

................

satigy 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 exemption is not available to any issuer

with respect to any transacticn witich, although in technical comliance

with this Rile, is part of a plan or schame to evade registration or the

conditions or limitations exwplicitly stated in this Rule.

3. TNothing in this Rule is intended to exempt registered brcker—

dealers dr agernits from the due diligence standards otherwise applicable

t0 such registered persons. -
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4. TNothing in this Rule is intended to exenpt any perscn from the

broker—dealer or agent registration requirements of the Ccde.

Rule

Pursuant to the authority delegated to the Camnissioner by Chapter

32, Article 4, Section 402(b) (8) and Chapter 32, Article 4, Section 412

of the Code, the following transaction is determined to be exempt fram

the registration provisions of the Code:

A. Any offer or sale of securities offered or sold in campliance

with Securities Act cf 1933, Regulation D ("Reg, D"), Rules 230.501-230.5C3

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

satisfies the following further conditions or limitations:

L5

l. No commission, fee or other remuneration shall be paid or given,

directly or indirectly, to any person for scliciting any prospective

purchaser in this State unless such person is appropriately registered

in this State pursuant t¢ the applicable provisions of the Code and

these Rules.

2. No edermption under this Rule shall be available for the securities

of any issuer if any of the persons described in paragrapns (¢) through ({f)

of Rdle 230.252 of Regulaticn A, as promulgated 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 any

state's securities law within five years prior to the commencement of

‘the offering.
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b. Has been convicted within five vears prior to the camencement

of the offering of any felony or misdemeancr in comnection with the

offer, purchase, or sale of any security or any felony involving

frauvd ordeceit, including hbut not limited to forgery, embezzlement,

obtaining meney under false pretenses, larceény or conspiracy to de-

fraud.

c. Is currently subject to any state's administrative enforcement
crder or judgment entered bv that state's securities administrator

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

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

frand ox dsceit, including but not limited to meking untrue statements

of material facts or cmitting to state material facts, was foumd and

- the order or judgment was entered within five years prior to the

- comencarent of the offering.

d. Is subject to any state's acministrative order or judement which

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

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

campetent jurisdicticn temporarily or preliminarily restraining or en-

- Joining, or 'is subject to any order, judgment or decree of any court

of campeterit jurisdiction, erntered within five years prior to the

camencanent of the offering, perman ently restraining or enjoining

- 'such person from engaging in or ‘continuing anv conduct or practice

in connection with the purchase or sale of any security or involving
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the making of arly false filing with any state.

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

apply if the party subject to the disqualifyving order, judgment or

decree ‘is duly licensed or registered to conduct securities related

business in the state in which the administrative order, judgment

or decree was entered against such party.

g. Any disgualificdtion caused by this subsection is automatically

waived if the state sSecurities administrator or agency of the state

which created the basis for disqualification determines upon a

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

© that the exenpticn urider this Rule be denied.

3. The igsusr shall file with the Camissioner:

a. A copy of edch notice on Form D as prescribed under the Securities

" Act of 1933 in 17 C.EFJR. '239.500 of esch notice on Form D at the same

© time, and in the same mirner 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 exemption; the filing of the

- Form D required by Rule 230.503{(a) (3) of Reg. D shall be within 30 days

after the temmination of the offering; each notice required by this

" pardgraph shall be manually sigﬁe'd by a person duly auvthorized by the

issuer;
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b. 2An undertaking by the issuer to promptly provide to the Com—

missicner, upon written request, the information furnished to the

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

c. 2n executed consent to service of process on Form U~2 unless a

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

Camnissioner; the consent to service of process and the undertaking

" reguired by paragraph (b}, above, shall be filed with the notice of

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

(2}, above.

4. n gll sales to non accreditied investors (as the term is de-

fined in Requlation D under the Securitiss Act of 1933), the issuer and any

person acting on its behalf shall have reasonable grounds to believe, and

after making reascnable inguiry shall believe, that the investment is

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

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

Situation and rieeds.

5. Offers and sales of securities which are exempted by this Rue

may rot 'be cambined with offers and sales of securities exewpted by any

- other Rule or section of the Code; however, nothing in this limitation

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

othar applicable exemptions should, for any reason, the persons fail to

camply with the conditions of this exemption.
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6. In any proceeding involving this Rule, the burden of proving

the exemption or any exception fram 'a definition or condition is upon the

person claiming it.

B. The exemption authcrized by this Rule shall be known and may be

cited as the "Uniform Limited Offering Exempticon”.




NOTICE OF THE

COMMISSIGNER OF SECURLITIES

Notice is hereby given to interested persons that the Coamussicner of
Securities has pramilgated Legislative Rules for the administration of the
West Virginia Securities Act. 8aid Legislative Rules, pursuant to the pro-
visions of Chapter 29A of the West Virginia Code, 1983 Cum. Supp., are hereby
filed in the State Register and with the Legislative Rulemaking Camittee
for the purpose of sesking authority for the final adoption of said Rules.




CERTIFICATICN

The Legislative Rules filed on December 2L, 1983 in the Office of
the Secretary of State of West Virginia, are promulgated pursuant to

Chapter 32, Code of West Virginia, as amended.

The Rules and Regulations are certified Authentic by the Auditor of

the State of West Virginia, Glen B. Gainer, Jr., by his hand and official

seal set hereunto.

A o~
/é’éﬂ//?. ‘,éc:‘.’z«_,,_,f’z_ . ,/

Glen B. Gainer, Jr. /
Stats Auditor and Securities
Camissioner for the State of
West Virginia




FORM HD

agse FISCAL NOTE WORKSHEET
. {(Submit 4 copies}

KD NO . DRAFT HO HlLi_ NO _' RESQLUTION N'Ot -

suasecT _ErOpOsed Adm. Rea.—Com. of Securities ruwo General Revenue - -

SOURCE OF REVENUE:[ | GENERAL FUND [} sPECIAL[ ] OTHER (SPECIFY} — — ————— _
- - ST S R B s TS T Lo

COST ESTIMATE BASED ON:[ ] AN ORIGINAL ESTIMATE ] BUDGET BILL ] OTHER ISPECIFYY T ~ '~

INCOME ESTIMATE BASED ON:[_| AN ORIGIHAL ESTIMATE[ | BUDGET BILL[ ] OTHER (SPECIFY)

* SHOW OYER-ALL EF‘F‘ECT INITEMS | AND 2 AMD IN ITI-'_‘M 3 GIVE EXPLANATION CGF BRE&KDOWN BY FIECAL YEAH NCLUDIHG

LONG-RANGE EFFECT

ANKUAL FISCAL YEAR

INCREASE, DECREASE CURRENT NEXT

EFFECT OF PROPCSAL
THEREAFTER

1. ES5TIMATED TOTAL COST $

FPERSCHAL SERVICES

) CURKENT EXPENSES.
REPAIRS AND ALTERATIONS
EQUIPMENT .
CTHER

2. ESTIMATED TOTAL REVENUES 3 %

3, EXPLANATION OF ABOVE ESTIMATES (INCLUDING LONG-RANGE EFFECT): ’

Ioss of Revenues 5 under Proposed Ajm. Reg._15. 06 {b) (9; lS calcula-_ed as Follws ,,,,,,L,f

- Total Issuer Flllng Fees, Fiscal Year Endlng 6/30/83.7 $818,081

] : | Dercentage Attributable to iésuers Wno Will Be Able To Utilize The Proposed

Exemption: =7 22% o o o o . y
i ~ +(Based Upon Survey Filings) o

Totals: - ($818,081 X 22%) $180,000

Estimated Revenue That Could Be Generated If A Filing Fee of $150 Was Inposed -
ByCodeAn*en@vent- 1300 Estimated Filings Per Year .. ... - ]

3100— (Sugéested Flh_ng Fee) . o
$150,000 _ T

DATE AGENCY — - & Tt : . AUTHORIZED REPRESENTATIVE
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[10-66)

DATE

FISCAL NOTE
(Submit 4 copies)

HONO. —— _ DRAFT NO.

EXPLAIN IN A CLEAR, CONCISE MANNER WHAT EFFECT THIS MEASURE W!LL HAVE ON THE CO5TS AND
REWVEMNUES OF STATE GOVERNMENT.

FISCAL NOTE TO ini ative ations- Camnissicner Securities

(GIVE BILL OR RESOLUTION NUMBER WREN AVAILARBLE. OTHERWISE IDENTIFY
8Y SUBJECT, CODE REFERENCE, £TC.)
a

Bach of the proposed regulations, including deleted matters, new matters,
and amended matters, shouid decrease costs to the State by saving paperwork
and labor.

2An exception to this savings, however, would apply to the application
of Administrative Regulation 15.06(k) (9).

This regu_!_atlon w:.l.l_ cause the State a revenue decrease of approximately
$180,000, as calculated on the attached worksheet. ,

We urge the Legislature to consider amending Chapter 32, Article 3,
Section 305 of the West Virginia Code, for the purpose of establishing a
minimal filing fee Ior the use Of this proposed regulation. A suggested
format is Sec. 8-6-11(c) of the Code of Alabama, 1975.

The use of such a filing fee would cause the revenue loss to be much
less severe as it could bring in approximately $150,000 in revenue, as
calculated on the attached worksheet.

AGENCY AUTHORIZED REPRESENTATIVE

(7=/2— T3 State Zidditor's Office _‘Z@J ‘/%ﬁ“za

_Cmnﬁ.ssioner of Securities




