HOUSE AMENDED

PRI OR PRI NTER S NOS. 1850, 1911, 2019 PRI NTER S NO. 2488

THE GENERAL ASSEMBLY OF PENNSYLVANIA

SENATE BILL
No. 141535
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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,” adding a definition of "associ ated person”; and
further providing for registration requirenments and
procedure, for suspension and revocation of registration, for
civil liability, for crimnal penalties and for fees.

The CGeneral Assenbly of the Conmonweal th of Pennsyl vani a
her eby enacts as foll ows:

Section 1. Section 102 of the act of Decenmber 5, 1972
(P.L.1280, No.284), known as the Pennsylvania Securities Act of
1972, is amended by adding a definition to read:

Section 102. Definitions.--Wen used in this act, the
following definitions shall be applicable, unless the context
ot herwi se requires:

* * %

(c.1) "Associated person" neans any partner, officer or

director of (or person occupying a simlar status or perforn ng
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simlar functions), or other individuals enpl oyed by or

associ ated with, an i nvestnent advi ser, except clerical or

admnisterial ADM Nl STRATI VE per sonnel , who:

(i) WMakes any recommendati ons or otherw se renders advice

regardi ng securities directly to advisory clients;

(ii) W©Manages accounts or portfolios of clients;

(iii) Determ nes which recommendati on or advice regardi ng

securities should be gi ven—ineluding:
(A apersen—who |F THAT PERSON is a nenber of the

i nvest nent adviser's investnent committee that detern nes

general investnent advice to be given to clients or,

(B) if the investnment advi ser has no i nvestnent comm ttee,

the person or persons who deterni ne general client investnent

advi ce providing that, if there are nore than five such persons

who determ ne general investnent advice, only the supervisors of

such persons are deened to be investmentadviserrepresentatives
ASSOCI ATED PERSONS solely by virtue of this paragraph; or

(iv) |Inmmediately supervi ses enployes in the performance of

any of the foregoing.

* * %

SECTION 2. SECTI ONS 202(G), 203(D), (1), (N} AND (O), 205(C)
AND 207(L), AVENDED MAY 9, 1984 (P.L.235, NO 52), ARE AVENDED TO
READ:

SECTI ON 202. EXEMPT SECURI TI ES. - - THE FOLLOW NG SECURI Tl ES
ARE EXEMPTED FROM SECTI ON 201:

(G ANY | NVESTMENT CONTRACT | SSUED | N CONNECTI ON W TH AN
EMPLOYE' S STOCK OPTI ON, PURCHASE, SAVI NGS, PENSI ON, PROFI T-

SHARI NG OR SI M LAR BENEFI T PLAN, PROVI DED, | N THE CASE OF PLANS
ADOPTED AFTER THE EFFECTI VE DATE HEREOF WH CH ARE NOT QUALI FI ED
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UNDER SECTI ON 401 OF THE | NTERNAL REVENUE CODE OF 1954 AND WHI CH
PROVI DE FOR CONTRI BUTI ON BY EMPLOYES, THE COMM SSION (1) IS

NOTI FI ED | N WRI TI NG FI FTEEN DAYS BEFORE THE COMMENCEMENT OF THE
OFFERING I N THI'S STATE; AND (I1) THE FILI NG FEE SPECI FIED I N
SECTI ON [602(B) (VI1)] 602(B.1) IS PAID.

* * %

SECTI ON 203. EXEMPT TRANSACTI ONS. - - THE FOLLOW NG
TRANSACTI ONS ARE EXEMPTED FROM SECTI ON 201:

(D) ANY SALES BY AN | SSUER TO NOT MORE THAN TVENTY- FI VE
PERSONS | N THI S STATE DURI NG A PERI OD OF TWELVE CONSECUTI VE
MONTHS | F (1) THE | SSUER SHALL OBTAI N THE WRI TTEN AGREEMENT OF
EACH SUCH PERSON NOT TO SELL THE SECURI TY W TH N TWELVE MONTHS
AFTER THE DATE OF PURCHASE; (11) NO PUBLIC MEDI A ADVERTI SEMENT
|'S USED OR MASS MAI LI NG MADE | N CONNECTI ON W TH SOLI CI TI NG SUCH
SALES; (111) NO CASH OR SECURI TIES IS Gl VEN OR PAI D, DI RECTLY OR
| NDI RECTLY, TO ANY PROMOTER AS COMPENSATI ON | N CONNECTI ON
THEREW TH UNLESS SUCH COMPENSATION IS Gl VEN OR PAID I N
CONNECTI ON W TH A SALE MADE BY A BROKER- DEALER REG STERED
PURSUANT TO SECTI ON 301 AND ANY PERSON RECEI VI NG SUCH
COVPENSATI ON | S El THER SUCH BROKER- DEALER OR AN AGENT REG STERED
PURSUANT TO SECTI ON 301 OF SUCH BROKER DEALER, AND (IV) THE
FI LI NG FEE SPECI FI ED | N SECTI ON [602(B) (VI 11)] 602(B.1) IS PAID.
PURCHASERS OF SECURI TI ES REG STERED UNDER THI' S ACT OR SOLD I N
RELI ANCE UPON AN EXEMPTI ON UNDER THI'S ACT OTHER THAN THI S
SUBSECTI ON (D) OR SUBSECTI ON (F) SHALL NOT BE | NCLUDED I N
COVPUTI NG THE TVENTY- FI VE PERSONS FOR PURPOSES OF THI S
EXEMPTI ON. A NOTI CE | N THE FORM PRESCRI BED BY THE COWM SSI ON,

SI GNED BY THE OFFI CERS OR DI RECTORS OF THE | SSUER UNDER OATH AND
STATI NG THE NAME, PRI NCl PAL BUSI NESS ADDRESS OF THE | SSUER,
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PROPOSED USE OF THE PROCEEDS FROM THE SALE AND SUCH FACTS AS ARE
NECESSARY TO ESTABLI SH THI S EXEMPTI ON SHALL BE FI LED, TOGETHER
WTH A COPY OF ANY OFFERI NG LI TERATURE USED | N CONNECTI ON W TH
SUCH OFFER OR SALE, W TH THE COWM SSI ON NOT LATER THAN THE DAY
ON WH CH THE SECURI TI ES ARE FI RST | SSUED OR THE | SSUER FI RST
RECEI VES CONSI DERATI ON FROM ANY PERSON THEREFOR, VWH CHEVER I S
EARLI ER.

* * %
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(1) ANY SALE OF A SECURITY REG STERED UNDER SECTION 5 OF THE

=Y
o

SECURI TI ES ACT OF 1933 OR EXEMPT FROM REG STRATI ON PURSUANT TO

=
=

REGULATI ON A PROMULGATED UNDER SECTION 3(B) OF SUCH ACT IF: (1)

=
N

A COPY OF ANY FI NAL PROSPECTUS OR FI NAL OFFERI NG Cl RCULAR

=
w

(WHETHER | N CONNECTI ON W TH THE ORI G NAL REG STRATI ON OR

H
o

EXEMPTI ON UNDER THE SECURI TI ES ACT OF 1933 OR A POST- EFFECTI VE

=Y
(63}

AVENDVENT THERETO) UTI LI ZED OR PROPOSED TO BE UTI LI ZED I N

=Y
(e}

CONNECTI ON THEREW TH IS MAI LED TO THE COWM SSI ON W THI N TWD

=
\l

BUSI NESS DAYS AFTER SUCH PROSPECTUS OR OFFERI NG Cl RCULAR | S

=Y
oo

FI LED WTH THE SECURI TI ES AND EXCHANGE COW SSION, (11) THE

=
O

APPLI CABLE FI LI NG FEE SPECI FI ED | N SECTI ON [602(B) (1)] 602(B. 1)

N
o

I'S PAID WTH RESPECT TO SUCH OFFERING (I111) THE | SSUER OF THE

N
=

SECURITY IS A REPCRTI NG COVPANY; AND (1V) NO STOP ORDER OR

N
N

REFUSAL ORDER | S I N EFFECT AND NO PUBLI C PROCEEDI NG OR

N
w

I NVESTI GATI ON LOCKI NG TOMRD SUCH AN ORDER |'S PENDI NG UNDER THE

N
~

SECURI TI ES ACT OF 1933 OR THIS ACT. AS A CONDI TION OF THE

N
(63}

CONTI NUI NG EFFECTI VENESS OF TH S EXEMPTI ON, COPI ES OF ANY POST-

N
(e}

EFFECTI VE AVENDMVENT OR STI CKER TO SUCH PRCSPECTUS OR OFFERI NG

N
~

Cl RCULAR MJUST BE MAI LED TO THE COMM SSI ON W THI N TWO BUSI NESS

N
oo

DAYS AFTER THE SAME |S FILED WTH THE SECURI TI ES AND EXCHANGE

N
(o]

COW SSI ON. AN EXEMPTI ON UNDER THI S SECTI ON SHALL TERM NATE UPON
30 THE TERM NATI ON OF THE REGQ STRATI ON STATEMENT UNDER SECTI ON 5 OR
19900S1415B2488 - 4 -
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THE EXEMPTI ON FROM REG STRATI ON PURSUANT TO REGULATI ON A
PROMULGATED UNDER SECTI ON 3(B) OF THE SECURI TI ES ACT OF 1933,
EXCEPT THAT AN EXEMPTI ON UNDER THI S SECTI ON FOR THE SALE OF
SECURI TI ES OF AN OPEN- END OR CLOSED- END | NVESTMENT COMPANY, FACE
AMOUNT CERTI FI CATE COVPANY OR UNI T | NVESTMENT TRUST, AS SUCH
PERSONS ARE CLASSI FI ED | N THE | NVESTMENT COVPANY ACT OF 1940,
SHALL ALSO TERM NATE TWELVE MONTHS FROM THE DATE THE PROSPECTUS
DESCRI BED IN (1) ABOVE IS FILED W TH THE COWM SSI ON, UNLESS
RENEWED FOR ANOTHER TWELVE- MONTH PERI OD BY THE PAYMENT OF THE
FEE SPECI FI ED I N SECTI ON [602(B) (1V)] 602(B.1). ANY EXEMPTI ON I N
EFFECT UNDER TH S SECTI ON FOR THE SALE OF SECURI TI ES OF AN OPEN-
END OR CLOSED- END | NVESTMENT COVPANY, FACE AMOUNT CERTI FI CATE
COVPANY OR UNI T | NVESTMENT TRUST, AS SUCH PERSONS ARE CLASSI FI ED
IN THE | NVESTMENT COMPANY ACT OF 1940, AS OF THE EFFECTI VE DATE
OF TH' S AVENDATORY ACT, SHALL ALSO TERM NATE TWELVE MONTHS FROM
THE EFFECTI VE DATE OF TH S AMENDATORY ACT, UNLESS RENEWED FOR
ANOTHER TWELVE- MONTH PERI OD BY THE PAYMENT OF THE FEE SPECI FI ED
IN SECTI ON [602(B) (1V)] 602(B.1). THE EFFECTI VENESS OF AN
EXEMPTI ON OR RENEWAL OF AN EXEMPTI ON UNDER THI S SECTI ON FOR THE
SALE OF SECURI TI ES OF AN OPEN- END OR CLOSED- END | NVESTMVENT
COVPANY, FACE AMOUNT CERTI FI CATE COMPANY OR UNI T | NVESTMVENT
TRUST, AS SUCH PERSONS ARE CLASSI FI ED I N THE | NVESTMENT COVPANY
ACT OF 1940, SHALL NOT BE TERM NATED AS A RESULT OF A PCST-
EFFECTI VE AVENDVENT SEEKI NG TO REG STER AN ADDI Tl ONAL AMOUNT OF
SECURI TI ES WHI CH BECOVES EFFECTI VE UNDER THE SECURI TI ES ACT OF
1933.

(N) ANY TRANSACTI ON PURSUANT TO AN OFFER OF SECURI TI ES TO
EXI STI NG EQUI TY SECURI TY HOLDERS OF (1) THE ISSUER (11) A

CORPCORATI ON VWHI CH PRI OR TO THE COMVENCEMENT OF THE OFFER OWNED

19900S1415B2488 - 5 -
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SUBSTANTI ALLY ALL OF THE VOTI NG STOCK OF THE I SSUER, OR (I11) A
CORPORATI ON VHI CH ORGANI ZED THE | SSUER FOR THE PURPCSE OF THE
OFFER, | F NO COWM SSI ON OR OTHER REMUNERATI ON OTHER THAN A
STANDBY COVM SSION |'S PAID OR G VEN DI RECTLY OR | NDI RECTLY FOR
SOLI CI TING ANY EQUI TY SECURI TY HOLDER I N THI S STATE, |F THE

| SSUER FI RST FILES A NOTI CE SPECI FYI NG THE TERVMS OF THE OFFER
AND ALL OTHER | NFORMATI ON WH CH THE COWM SSI ON BY REGULATI ON
REQUI RES, AND | F THE FI LI NG FEE SPECI FI ED | N SECTI ON

[602(B) (1X)] 602(B.1) 1S PAID AND THE COWM SSI ON DOES NOT BY
ORDER DI SALLOW THE EXEMPTI ON W THI N FI VE DAYS. "EQUI TY SECURI TY
HOLDERS" | NCLUDE PERSONS WHO AT THE TI ME OF THE TRANSACTI ON ARE
HOLDERS OF CONVERTI BLE SECURI TI ES, NONTRANSFERABLE WARRANTS, OR
TRANSFERABLE WARRANTS EXERCI SABLE W THI N NOT MORE THAN NI NETY
DAYS OF THEI R | SSUANCE.

(O ANY TRANSACTI ON | NCI DENT TO A VOTE BY SECURI TY HOLDERS
(OR WRI TTEN CONSENT OF SOME OR ALL SECURI TY HOLDERS I N LI EU OF
SUCH VOTE) PURSUANT TO THE ARTI CLES OF | NCORPORATI ON OR THE
APPLI CABLE CORPORATI ON STATUTE OR OTHER STATUTE GOVERNI NG SUCH
PERSON, OR PURSUANT TO A PARTNERSHI P AGREEMENT, A DECLARATI ON OF
TRUST, TRUST | NDENTURE OR ANY AGREEMENT AMONG SECURI TY HOLDERS
ON A MERGER, CONSOLI DATI ON, SALE OF ASSETS | N CONSI DERATI ON, | N
WHOLE OR PART, OF THE | SSUANCE OF SECURI TI ES OF ANOTHER PERSON,
RECLASSI FI CATI ON OF SECURI TI ES, OR REORGANI ZATI ON | N\VOLVI NG THE
EXCHANGE OF SECURI TIES, | N WHOLE OR I N PART, FOR THE SECURI TI ES
OF ANY OTHER PERSON | F, BUT ONLY IF: (1) ONE PARTY TO SUCH
TRANSACTI ON | S REQUI RED OR PERM TTED TO FI LE PROXY MATERI ALS
PURSUANT TO SECTI ON 14(A) OF THE SECURI TI ES EXCHANGE ACT OF 1934
OR SECTI ON 20 OF THE | NVESTMENT COVPANY ACT OF 1940 AND DOES
FI LE SUCH MATERI ALS W TH THE COWM SSI ON AT LEAST TEN DAYS PRI OR
TO A MEETI NG OF SECURI TY HOLDERS CALLED FOR THE PURPCSE OF

19900S1415B2488 - 6 -



© o0 N oo o A~ wWw N P

N ORNN N RN NN N NN R B P B R R R R R
© O N o U~ W N B O © 0 N 0o o M W N B O

30

APPROVI NG SUCH TRANSACTI ON; AND SUCH PROXY MATERI ALS ARE
DI STRI BUTED TO THE SECURI TY HOLDERS OF EACH PARTY TO SUCH
TRANSACTI ON; OR (I1) SUCH MATERI ALS AS MAY BE SPECI FI ED BY
REGULATI ON OF THE COVM SSI ON ARE PREPARED | N CONNECTI ON W TH THE
PROPOSED TRANSACTI ON AND, AFTER REVI EW BY THE COWM SSI ON,
DI STRI BUTED TO THE SECURI TY HOLDERS OF EACH PARTY TO THE
TRANSACTI ON; PROVI DED, HOWEVER, THAT CLAUSE (1) AND (11) OF THI'S
SUBSECTI ON AND SECTI ON [602(B) (V)] 602(B.1) SHALL NOT BE
APPLI CABLE TO ANY PARTY TO A TRANSACTI ON WHERE NOT MORE THAN
TVENTY- FI VE PER CENT OF THE SECURI TY HOLDERS OF SUCH PARTY ARE
RESI DENTS OF TH' S STATE.

SECTI ON 205. REG STRATI ON BY COORDI NATI ON. --* * *

(C) (1) A REG STRATI ON STATEMENT FI LED UNDER THI S SECTI ON
FOR THE OFFERI NG OF SECURI TI ES BY AN OPEN- END OR CLOSED- END
| N\VESTVMENT COVPANY, FACE AMOUNT CERTI FI CATE COMPANY OR UNI T
| N\VESTMENT TRUST, AS SUCH PERSONS ARE CLASSI FI ED | N THE
| N\VESTMENT COVPANY ACT OF 1940, AUTOMATI CALLY BECOMVES EFFECTI VE
I|F (1) THE FEDERAL REG STRATI ON STATEMENT OR NOTI FI CATION | S
EFFECTI VE W TH THE SECURI TI ES AND EXCHANGE COMM SSION; (11) NO
STOP ORDER |'S I N EFFECT IN THI'S STATE AND NO PROCEEDI NG | S
PENDI NG UNDER SECTI ON 208; (111) THE REG STRATI ON STATEMENT OR A
PREDECESSOR REG STRATI ON STATEMENT HAS BEEN ON FI LE W TH THE
COWM SSI ON FOR AT LEAST FI VE DAYS; AND (1V) THE FEE SPECI FIED I N
SECTI ON [602(B) (V)] 602(B.1) HAS BEEN PAI D.

(2) ALL OTHER REG STRATI ON STATEMENTS FI LED UNDER THI S
SECTI ON AUTOMATI CALLY BECOME EFFECTI VE AT THE MOVENT THE FEDERAL
REG STRATI ON STATEMENT OR NOTI FI CATI ON BECOVES EFFECTIVE | F (1)
NO STOP ORDER IS IN EFFECT IN TH' S STATE AND NO PROCEEDI NG | S

PENDI NG UNDER SECTI ON 208; (I1) AND THE REG STRATI ON STATEMENT

19900S1415B2488 - 7 -
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HAS BEEN ON FILE W TH THE COWM SSI ON FOR AT LEAST TEN DAYS;
(111) A STATEMENT OF THE MAXI MUM AND M NI MUM PROPOSED OFFERI NG
PRI CES AND THE MAXI MUM UNDERWRI TI NG DI SCOUNTS AND COMM SSI ONS
HAS BEEN ON FILE FOR TWD FULL BUSI NESS DAYS, OR SUCH SHORTER
PERI OD AS THE COWM SSI ON PERM TS; AND (1V) THE OFFERI NG | S MADE
W THI N THESE LI M TATI ONS.

SECTI ON 207. GENERAL REG STRATI ON PROVI SI ONS. - - * * *

(L) (1) EXCEPT AS PROVI DED | N PARAGRAPH (2), A REG STRATI ON
STATEMENT RELATI NG TO ANY OFFERI NG OF SECURI TI ES MAY BE AMENDED
AFTER | TS EFFECTI VE DATE SO AS TO | NCREASE THE SPECI FI ED AMOUNT
OF SECURI TI ES PROPCSED TO BE OFFERED I N THI S STATE. THE
AVENDVENT BECOMES EFFECTI VE UPON THE PAYMENT OF THE REQUI RED
FI LI NG FEE AND WHEN THE COWM SSI ON SO ORDERS.

(2) AVENDMENTS TO A REG STRATI ON STATEMENT OF AN OPEN- END OR
CLOSED- END | NVESTMENT COMPANY, FACE AMOUNT CERTI FI CATE COVPANY
OR UNI T | NVESTMENT TRUST, AS SUCH PERSONS ARE CLASSI FI ED | N THE
| N\VESTMENT COVPANY ACT OF 1940, SO AS TO | NCREASE THE SPECI FI ED
AMOUNT OF SECURI TI ES PROPCSED TO BE OFFERED | N THI S STATE ARE
EFFECTI VE UPON FI LI NG W TH THE COVM SSI ON PROVI DED THAT THE
AGGREGATE FEE SPECI FI ED I N SECTI ON [602(B) (1V)] 602(B.1) HAS

BEEN PAIl D.

* x *

Section 2 3. Section 301(e) of the act, amended March 25,
1981 (P.L.1, No.1), is anended and the section is anended by
addi ng a subsection to read:

Section 301. Registration Requirenent.--Unless exenpted
under section 302 hereof:

* * %

(c.1) It is unlawful for any investnent adviser to enpl oy an

19900S1415B2488 - 8 -
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associ ated person to represent himin this Commonweal th unl ess

the associ ated person is regi stered under this act. The

regi strati on of an associ ated person is not effective during any

peri od when he is not associated with a specified investnent

advi ser regi stered under this act. Wien an associ ated per son

begi ns or term nates association with an i nvest nent advi ser, or

begi ns or term nates those activities which make hi m an

associ ated person, the i nvestnent advi ser shall pronptly notify

the conm ssion. The conm ssi on nay adopt a tenporary

regi strati on procedure to pernt associ ated persons to change

enpl oyers w thout suspension of their regi strati ons under this

act .

* %k

(e) Every registration expires on Decenber 31 of each year
unl ess renewed [except (i) the registrations of broker-dealers,
i nvest ment advi sers, and agents registered under this act as of
the effective date of this anending act and (ii) those agents
whi ch becone regi stered for such broker-deal ers subsequent to
the effective date of this anendatory act shall expire on the
date such registration expires under the statute and regul ati ons
in effect at the time of such registration. In order to
facilitate cooperation with other securities admnistrators and
regul atory authorities in the sinplification and coordi nati on of
regi stration, application and renewal procedures, the comm ssion
may by regul ation provide for the renewal of any registration
included in clauses (i) and (ii) above until Decenber 31 of the
year in which such registration expires upon paynent of the
registration fee. For this purpose, the conm ssion nay adj ust
the registration fee proportionately. Nothing in this section

shal |l prohibit any person included in clause (i) or (ii) above

19900S1415B2488 - 9 -
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fromvoluntarily electing to renew a registration prior to the
date such registration would otherwi se expire]. No registration
is effective after its expiration, unless a renewal application
has been tinely filed, and expiration of a registration for
whi ch no renewal application has been filed is deened an
application for withdrawal under section 305(f).
Section 3 4. Section 303(a)(i) of the act, anended March 25, <—
1981 (P.L.1, No.1), is anended to read:
Section 303. Registration Procedure.--(a) (i) A broker-

deal er, agent, [or] investnent adviser or associated person nay

obtain an initial or renewal license by filing an application
with the comm ssion. The application shall contain such
information, and in such detail, as the conm ssion by rule
requires concerning the applicant's form and pl ace of
or gani zati on, proposed nethod of doi ng business, and financi al
condition, the qualifications and experience of the applicant,
including, in the case of a broker-deal er or investnent adviser,
the qualifications and experience of any partner, officer,
director, or affiliate, or a person occupying a simlar status
or performng simlar functions any injunction or admnistrative
order or conviction referred to in section 305(a)(ii),
informati on about affiliates or predecessors of the applicant,
and any other matters which the conm ssion determ nes are
rel evant to the application.

* %k

Section 4 5. Section 305(a)(1V), (v), (vii) and (xiii), <—
(b)(ii), (f) and (g) of the act, amended June 25, 1986 (P.L. 256,
No. 68), are anended and subsection (a) is amended by adding a
cl ause to read:

Section 305. Denial, Suspension and Revocation of

19900S1415B2488 - 10 -
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Regi stration.--(a) The conm ssion nay, by order, deny, suspend,
or revoke any registration or may censure any registrant if it
finds that such order is in the public interest and that such
regi strant or applicant, or in the case of any broker-deal er or
i nvest ment adviser, any affiliate thereof, whether prior or
subsequent to becom ng associated with such person:

* x *

(1'V) 1S SUBJECT TO ANY CURRENTLY EFFECTI VE ORDER COR ORDER <—
ENTERED W THI N THE PAST FI VE YEARS OF THE SECURI TI ES AND
EXCHANGE COMM SSI ON, THE COVMCDI TY FUTURES TRADI NG COMM SSI ON OR
THE SECURI TI ES ADM NI STRATOR OF ANY OTHER STATE DENYI NG
REG STRATI ON TO OR REVOKI NG OR SUSPENDI NG THE REGQ STRATI ON OF
SUCH PERSON AS A BROKER- DEALER, ACGENT, | NVESTMENT ADVI SER,

ASSOCI ATED PERSQON, FUTURES COMM SSI ON MERCHANT, COMMODI TY POOL

OPERATOR [OR], COVWODI TY TRADI NG ADVI SOR [ AND THEI R ASSCCI ATED
PERSONS] OR A PERSON ASSOCI ATED WTH A FUTURES COVM SSI ON

VERCHANT, COWODI TY POOL_ OPERATOR OR COMMODI TY TRADI NG ADVI SER,

OR I'S SUBJECT TO ANY CURRENTLY EFFECTI VE ORDER OF ANY NATI ONAL
SECURI TI ES ASSCCI ATI ON, NATI ONAL SECURI TI ES EXCHANGE ( AS DEFI NED
IN THE SECURI TI ES EXCHANGE ACT COF 1934) OR SELF- REGULATORY
ORGANI ZATI ON OPERATI NG UNDER THE AUTHORI TY OF THE COWODI TY
FUTURES TRADI NG COWM SSI ON SUSPENDI NG OR EXPELLI NG SUCH PERSON
FROM MEMBERSHI P | N SUCH ASSQOCI ATI ON, EXCHANGE OR SELF- REGULATORY
ORGANI ZATI ON, OR IS THE SUBJECT OF A CURRENTLY EFFECTI VE UNI TED
STATES POSTAL SERVI CE FRAUD ORDER; BUT THE COWM SS| ON MAY NOT

I NSTI TUTE A REVOCATI ON OR SUSPENSI ON PROCEEDI NG UNDER THI S
SUBSECTI ON ON THE BASI S OF AN ORDER UNDER ANOTHER STATE LAW MCORE
THAN ONE YEAR AFTER TERM NATI ON OF THE EFFECTI VENESS OF THE
ORDER RELI ED ON AND UNLESS THE ORDER WAS BASED ON FACTS VWH CH
WOULD CURRENTLY CONSTI TUTE GROUNDS FOR AN ORDER UNDER THI S

19900S1415B2488 - 11 -
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SECTI ON; OR
(v) Has wilfully violated any provision of the Securities
Act of 1933, the Securities Exchange Act of 1934, the Trust
I ndenture Act of 1939, the Investnment Advisers Act of 1940, the
I nvest nent Conpany Act of 1940, the Comodity Exchange Act of
1974, any law of a foreign country governing or requlating the <—
business—of —broker-dealers —agents —avestnent—advisers— ANY <
ASPECT OF THE BUSI NESS OF SECURITIES, commodities futures or

banki ng or this act, or any predecessor |aw, or of any rule or

regul ati on under any of such statutes; or

* * %

(vii) Has failed reasonably to supervise his agents or

enployes, if he is a broker-dealer, or his associated persons or

enpl oyes, if he is an investnent adviser, but no person shall be
deened to have failed in such supervision if there have been
establ i shed procedures, and a system for applying such
procedures, which woul d reasonably be expected to prevent and
detect, in so far as practicable, any violation of statutes,
rules or orders described in subsection (v) and if such person
has reasonably di scharged the duties and obligations incunbent
upon him by reason of such procedures and system w t hout
reasonabl e cause to believe that such procedures and system were
not being conplied with; or

* %k

(xiii) Has made any material msrepresentation to or
wi t hhel d or concealed fromor onmtted to state to the comm ssion
or any of its representatives any material fact necessary in
order to make the statenents nmade, in the Iight of the
ci rcunst ances under which they are made, not m sl eadi ng, or has

refused to furnish informati on reasonably requested by the

19900S1415B2488 - 12 -
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comm ssion[.]; or

(xiv) |Is subject to any currently effective order or orders

entered within the past five years of any securities requl ator

of another country denying regi stration to, or revoking or

suspendi ng the registrati on ef—such—person—or—theassoctateof <—

F .. I | )
commoditytradingadviser- OF SUCH PERSON AS A BRCKER- DEALER, <—
AGENT, | NVESTMENT ADVI SER, ASSCOC|I ATED PERSON, FUTURES COWM SSI ON

VERCHANT, COWODI TY POOL_ OPERATOR, COMMODI TY TRADI NG ADVI SER OR

A PERSON ASSOCI ATED WTH A FUTURES COWM SSI ON MERCHANT,

COVWODI TY POOL OPERATOR OR COMMODI TY TRADI NG ADVI SER; or is

subject to any currently effective order of any securities

exchange or self-requl atory organi zati on operati ng under the

authority of the securities requlator of another country

suspendi ng or expelling such person from nenbership in such

exchange or self-requl atory associ ati on.

(b) The follow ng provisions govern the application of
section 305(a)(xi):

* x *

(ii) The comm ssion may not enter an order against an
i nvest ment advi ser on the basis of the lack of qualification of
any person other than (A) the investnent adviser hinself if he
is an individual, [or] (B) any other person who represents the
i nvest ment advi ser in doing any of the acts which nmake him an

i nvestnment adviser[.] or (C) an associ ated person.

* * %

(f) Wthdrawal fromthe status of a registered broker-

deal er, agent [or], investnent adviser or associated person

beconmes effective on the thirtieth day after receipt of an

19900S1415B2488 - 13 -
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application to withdraw, or within such shorter period as the
commi ssi on determ nes, unless a revocation or suspension
proceedi ng i s pending before the comm ssion when the application
is filed or a proceeding to revoke or suspend or to inpose
conditions upon the withdrawal is instituted before the
comm ssion within thirty days after the application is filed. If
a proceeding is so pending or instituted, w thdrawal becones
effective at such time and upon such conditions as the
conmm ssion by order determines. If no proceeding is so pending
or instituted and withdrawal automatically becones effective,
the comm ssion may institute a revocation or suspension
proceedi ng under subsection (a)(ii) within one year after
wi t hdrawal becane effective and enter a revocation or suspension
order as of the last date on which the registration was in
ef fect.

(g) No order may be entered under this section except under
subsection (d) wi thout appropriate prior notice to the applicant
or registrant as well as the enployer or prospective enployer if

the applicant or registrant is an agent or associ ated person,

opportunity for hearing and witten findings of fact and
conclusions of law. In cases of denial orders, such findings and
concl usions shall be provided only if requested by the
appl i cant.

Section 5 6. Section 501 of the act is anmended by addi ng
subsections to read:

Section 501. CGvil Liabilities.--* * *

(f) Any investnent adviser who viol ates section 301 shall be

liable to the client for all fees paid, directly or indirectly,

to the i nvestnent adviser for investnent advi sory services.

(g) Any investnent adviser who viol ates secti on 404(a)

19900S1415B2488 - 14 -
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through (d) or any nmaterial provision of section 404(f), or

ot herwi se makes any untrue statenent of a material fact or omts

stating a material fact necessary in order to nake statenents

made, in the |ight of the circunstances under which they are

made, not m sl eading (the client not knowing of the untruth or

om ssi on) and who does not sustain the burden of proof that he

did not know and, in the exercise of reasonable care coul d not

have known of the untruth or omni ssion, shall be liable to the

client purchasing the security. The client purchasi ng the

security may sue either at law or in equity to recover the

consi deration paid for the security, together with i nterest at

the legal rate fromthe date of paynent, |ess the anpunt of

i ncone or distribution, in cash or in kind, received on the

security, upon the tender of the security or for danmages if the

client no | onger owns the security. Danmnges are the anount that

woul d be recoverabl e upon a tender, |less the value of the

security when the client disposed of it, plus interest at the

legal rate fromthe date of disposition. Tender shall require

only notice of willingness to exchange the security for the

anount specified. Any notice may be given by service as in civil

actions specified in the Pennsylvania Rules of C vil Procedure.

An i nvestnent adviser who is liable under this section and any

offeror or seller of the security |iable under subsecti on (a)

are jointly and severally liable to the client of the investnent

advi ser.
Section 6 7. Section 511 of the act is reenacted to read:
Section 511. Crimnal Penalties.--Any person who wilfully
violates any material provision of this act, except section
407(a), or any rule under this act, or any order of which he has

notice, or who violates section 407(a) know ng that the

19900S1415B2488 - 15 -
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statenment nade was false or msleading in any material respect,
may be fined not nore than five thousand dollars ($5, 000) or

i mpri soned not nore than five years, or both. Each of the acts
speci fied shall constitute a separate of fense and a prosecution
or conviction for any one of such offenses shall not bar
prosecution or conviction for any other offense. No indictnent

or informati on may be returned under this act nore than five

years after the alleged violation.
Seet+on—7F—Seetton662{d}—ottheact—anended—hMay—9—1884 <—
HPL-235— No-52r—+s—arendedtoread—

*x *x *

SECTI ON 8. SECTION 602 OF THE ACT IS AMENDED BY ADDI NG <—
SUBSECTI ONS TO READ

SECTI ON 602. FEES.--* * *

(B.1) FILING FEES FOR SALES OF SECURI TI ES:

19900S1415B2488 - 16 -



1
2
3
4
5
6
-
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30

(1) EXEMPTI ON FI LI NGS UNDER SECTI ON 203(1),

EXCEPT _AS PROVIDED FOR IN SUBCLAUSE (IVM) .. ........ $100

(1) REG STRATI ON STATEMENT FI LI NGS UNDER

SECTI ON 205, EXCEPT _AS PROVIDED I N SUBCLAUSE (1V),

BASED UPON THE NMAXI MUM AGCREGATE OFFERI NG PRI CE AT

VWH CH SUCH SECURI TI ES ARE TO BE OFFERED IN THI' S

STATE DURI NG THE EFFECTI VE PERI GD OF THE

REG STRATI ON STATENMENT:

(A) LESS THAN $10,000,000. .. .............. 500

(B) $10,000,000 OR MORE. . .\ \ieeeeaan... 750

(11'l') REGQ STRATI ON STATEMENT FI LI NGS UNDER

SECTI ON 206, EXCEPT AS PROVIDED I N SUBCLAUSE (1V). 350

PLUS 1/20 OF 1% OF THE NMAXI MUM AGGREGATE

OFFERI NG PRI CE AT WHI CH SUCH SECURI TI ES ARE TO

BE OFFERED IN TH S STATE, DURI NG THE EFFECTI VE

PERI OO OF THE REGQ STRATION UP_ TO A NAXI MUM

FILING FEE CF $2, 150.

(1V) IN THE CASE CF REG STRATI ON STATEMENT

FI LI NGS UNDER SECTI ON 205 OR 206 OR EXEMPTI ON

FI LI NGS_UNDER SECTI ON 203(1) BY AN OPEN-END OR

CLOSED- END | NVESTMENT COVPANY, FACE AMOUNT

CERTI FI CATE COVPANY OR UNI T | NVESTMENT _TRUST, AS

SUCH PERSONS ARE CLASSI FI ED I N THE | NVESTMENT

COVPANY ACT OF_1940.

BASED UPON THE NMAXI MUM AGCREGATE OFFERI NG PRI CE

AT VWH CH SUCH SECURI TIES ARE TO BE OFFERED I N

TH S STATE DURI NG THE EFFECTI VE PERI GD OF THE

REG STRATI ON, EXEMPTI ON OR RENEWAL OF THE

EXEMPTI ON, THE FEE FOR

(A) $4,000,000 OR LESS 1/20 OF 1% WTH A

19900S1415B2488 - 17 -
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MNMIMEEE CF. .. ... ..ttt e e

(B) MORE THAN $4, 000, 000 BUT LESS THAN

$100,000,000. . oottt e

(© $100,000,000 OR MORE. . ..ot viin...

EXCEPT THAT, IN THE CASE OF A REG STRATI ON

STATEMENT IN VWH CH THE | SSUER, PURSUANT TO I TS

ARTI CLES OF | NCORPORATI ON OR OTHER GOVERNI NG

I NSTRUMENTS, IS RESTRI CTED TO HOLDI NG

EXCLUSI VELY DEBT SECURI TI ES OF OTHER PERSONS

HAVI NG FI XED FI NAL MATURI TY DATES OCCURRI NG

WTH N 200 DAYS FROM THE I NI TI AL_EFFECTI VE DATE

OF THE REG STRATI ON STATEMENT FOR THE | SSUER' S

SECURI TIES FI LED UNDER THE SECURI TI ES ACT COF

1933, THE MAXI MUM FEE PAYABLE UNDER THE ABOVE

SCHEDULE SHALL NOT_ EXCEED $1, 500.

| F_ AN OPEN-END OR CLOSED- END | NVESTMVENT COVPANY,

FACE AMOUNT CERTI FI CATE COVMPANY OR UNI T | NVESTMENT

TRUST, AS SUCH PERSONS ARE CLASSI FIED IN THE

I NVESTMENT COVPANY ACT OF 1940, VH CH HAS AN

EFFECTI VE REG STRATI ON UNDER SECTI ON 205 OR 206

ELECTS TO CONVERT TO AN EXEMPTI ON UNDER SECTI ON

203(1) W THOUT EXTENDI NG THE EFFECTI VE PERI OD OF

THE EXEMPTI ON UNDER SECTI ON 203(1) BEYOND THE DATE

UPON VWHI CH THE REG STRATI ON UNDER SECTI ON 205 OR

206_WOULD HAVE OTHERW SE TERM NATED, THERE SHALL

BE_NO ADDI TI ONAL FI LI NG FEE REQUI RED.

(V) EXEMPTI ON FI LI NGS UNDER SECTI ON 203(O (I1)

(M) WHEN A REG STRATI ON STATEMENT 1S

W THDRAWN BEFORE THE EFFECTI VE DATE OR A PRE-

19900S1415B2488 - 18 -
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EFFECTI VE STOP ORDER | S ENTERED UNDER SECTI ON 208

THE AMOUNT_THAT THE COVWM SSI ON SHALL RETAIN FROM

THE FILING FEE SHALL BE:

(A)  UNDER SECTION 205. . o\t tteeeeeeeenn ., 300

(B) UNDER SECTI ON 206. . oot vteeeeeeeeenn ., 175

(M) FILING AN APPLI CATI ON FOR EXEMPTI ON FROM

REG STRATI ON UNDER SECTION 202(Q) . ..o vieeeeeaee .. 50

(MI1) FILING AN APPLI CATI ON FOR EXEMPTI ON

FROM REGQ STRATI ON FOR AN OFFERING OF SECURITIES TO

BE SOLD UNDER SECTI ON 203(D):

(A)  VHERE THE MAXI MUM AGGREGATE OFFERI NG PRI CE

AT VH CH SUCH SECURI TIES ARE OFFERED IN TH S STATE

| S LESS THAN $100,000. . .\ o vt ettt e e et 50

(B) VWHERE THE MAXI MUM AGGREGATE OFFERI NG PRI CE

AT VWH CH SUCH SECURI TIES ARE OFFERED IN TH S STATE

| S $100, 000 OR MORE BUT LESS THAN $1, 000, 000...... 150

(© VHERE THE MAXI MUM AGGREGATE OFFERI NG PRI CE

AT VH CH SUCH SECURI TI ES ARE BEING OFFERED IN TH S

STATE 1S $1,000,000 OR MORE. . . o\t ittt 400

(I X) FILING AN APPLI CATI ON FOR EXEMPTI ON FROM

REG STRATI ON UNDER SECTION 203(N) .+ o oo e 50

(X) FILING AN APPL| CATI ON FOR EXEMPTI ON FROM

REG STRATI ON UNDER SECTION 203(P) . . o v vvieeeaee . 100

* * %

(D.1) EVERY APPLI CANT FOR AN I NITIAL OR RENEWAL LI CENSE

UNDER SECTI ON 301 SHALL PAY A FILING FEE OF TWO HUNDRED FI FTY

DOLLARS ($250) IN THE CASE OF A BROKER- DEALER, FIFTY DOLLARS

($50) IN THE CASE OF AN AGENT, TWO HUNDRED DOLLARS ($200) IN THE

CASE OF AN | NVESTMENT ADVI SER AND FI FTY DOLLARS ($50) IN THE

CASE OF AN ASSOCI ATED PERSON. THE TERM OF AN ACGENT' S OR
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ASSCOCI ATED PERSON S REGQ STRATI ON HEREUNDER SHALL BE CONCURRENT

WTH THAT OF HS EMPLOYER, | F A BROKER- DEALER OR AN | NVESTMENT

ADVI SER. VWHEN AN AGENT CHANGES EMPLOYERS, A FIFTY DOLLAR ($50)

FEE SHALL BE PAID. VWHEN AN ASSOCI ATED PERSON CHANGES EMPLOYERS,

A FIFTY DOLLAR ($50) FEE SHALL BE PAID. WHEN AN APPLI CATION IS

DENI ED OR W THDRAVWN OR A REG STRATI ON REVOKED, THE FI LI NG FEE

SHALL BE RETAI NED.

* * %

Section 8 9. In addition to the authority contained in <—
section 609 of the act, the conm ssion shall have the power and
authority to pronul gate, adopt, publish and use guidelines,
including fornms, for the inplenentation of this anendatory act
for a period of one year imrediately followi ng the effective
date of this anendatory act pending adoption of final rules and
regul ati ons. Gui del i nes proposed under the authority of this
section shall be subject to the review of the Attorney Ceneral
in the manner provided for the review of proposed rul es and
regul ati ons pursuant to the act of October 15, 1980 (P.L. 950,

No. 164), known as the Conmonweal th Attorneys Act, but shall not
be subject to review pursuant to the act of June 25, 1982
(P.L.633, No.181), known as the Regul atory Revi ew Act.

Section 9 10. The reenactnent of section 511 is intended to <—
reestablish five years as the tinme for the comencenent of
prosecution for an offense under the act, the provision of 42
Pa.C.S. 8 5552 (relating to other offenses) notw thstanding.

Seetton—16——Fhis—aet—shat—take—etfect+n-60-days— <—

SECTI ON 11. SECTIONS 615-A(4) THROUGH (11) OF THE ACT OF <—
APRIL 9, 1929 (P.L.177, NO 175), KNOMWN AS THE ADM NI STRATI VE
CODE OF 1929, ARE REPEALED

SECTION 12. TH' S ACT SHALL TAKE EFFECT AS FOLLOWG:
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1 (1) SECTIONS 7 THROUGH 11 SHALL TAKE EFFECT | MVEDI ATELY.
2 (2) THE REMAI NDER OF THE ACT SHALL TAKE EFFECT I N 60
3 DAYS
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