PRINTER S NO. 655

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 553 5%

| NTRODUCED BY TURZAI, HASAY, BOYES, BLAUM GANNON, BROWNE,
HANNA, HARPER, HUTCHI NSON, JAMES, LEW'S, MANDERI NO, NI CKQOL,
PALLONE, STETLER AND WALKO, MARCH 3, 2003

REFERRED TO COW TTEE ON COVMERCE, MARCH 3, 2003
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AN ACT
Amendi ng the act of Decenber 5, 1972 (P.L.1280, No.284),
entitled "An act relating to securities; prohibiting
fraudul ent practices in relation thereto; requiring the
regi stration of broker-deal ers, agents, investnent advisers,
and securities; and making uniformthe law with reference
thereto,” authorizing the comm ssion to petition for the
escrow of extraordi nary paynents by issuers in certain
ci rcumnst ances.
The General Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:
Section 1. The act of Decenber 5, 1972 (P.L.1280, No.284),
known as the Pennsylvania Securities Act of 1972, is anmended by
addi ng a section to read:

Section 515. Tenporary Freeze Authority.--(a) Wenever,

during the course of a |lawful investigation involving possible

violations of this act or rule or order issued thereunder by an

i ssuer that is not subject to the reporting requirenmnents of

section 13 or 15(d) of the Securities Exchange Act of 1934 (15

U S.C. 88 78m and 780(d)), or any of its directors, officers,

partners, controlling persons, agents or enployes, it shal




1 appear to the conmission that it is likely that the issuer wll
2 neke extraordi nary paynents, whether conpensation or otherw se,
3 to any such persons, the conmi ssion may petition the

4 Commonweal th Court or any court of common pleas for a tenporary
5 order requiring the issuer to escrow, subject to court

6 supervision, those paynents in an interest-bearing account for
7 forty-five days. A tenporary order nmay be issued and entered

8 under this subsection only after notice and opportunity for

9 hearing, unless the court determ nes that notice and hearing
10 prior to entry of the order would be inpracticable or contrary
11 to the public interest.

12 (b) A tenporary order issued under subsection (a) shall:

13 (i) becone effective inmmediately;

14 (ii) be served upon the parties subject to it; and

15 (iii) be effective and enforceable for forty-five days

16 unless set aside, limted or suspended by a court of conpetent
17 jurisdiction and may be extended by the court upon good cause
18 shown for not longer than forty-five additional days, provided
19 that the conbined period of the order shall not exceed ninety
20 days.
21 (c) If the issuer or other person described in subsection
22 (a) is charged with a violation of this act or rule or order
23 issued under this act before the expiration of the effective
24 period of a tenporary order as set forth in subsection (b),
25 including any applicable extension period, the order shall
26 remain in effect, subject to court approval, until the
27 conclusion of any legal proceedings related thereto and the
28 affected issuer or other person shall have the right to petition
29 the court for review of the order.
30 (d) If the issuer or other person described in subsection
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(a) is not charged with a violation of this act or rule or order

i ssued under this act before the expiration of the effective

period of a tenporary order as set forth in subsection (b),

i ncl udi ng any appli cabl e extensi on period, the escrow shall

termnate at the expiration of the forty-five-day effective

period or the expirati on of any extensi on peri od, as applicabl e,

and the di sputed paynents with accrued i nterest shall be

returned to the i ssuer or other affected person.
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(e) This section shall not apply to an i ssuer or director,
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officer, partner, controlling person, agent or enploye of an
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i ssuer that has not nore than one hundred equity security
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Section 2. This act shall take effect in 60 days.
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