PRI OR PRINTER S NO. 706 PRINTER S NO. 807

THE GENERAL ASSEMBLY OF PENNSYLVANIA

HOUSE BILL
No. 604 5

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

AS REPORTED FROM COWM TTEE ON COMVERCE, HOUSE OF
REPRESENTATI VES, AS AMENDED, MARCH 5, 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 securi ties; and naking uni formthe law with ref erence

provi-dingfor—erim-nal—penalties— THERETO, " FURTHER PROVI DI NG
FOR DEFI NI TI ONS, FOR REG STRATI ON SANCTI ONS AND FOR CRI' M NAL
PENALTI ES.

The CGeneral Assenbly of the Conmonweal th of Pennsyl vani a

her eby enacts as foll ows:

SECTION 1. SECTION 102(E), (K. 1) AND (W OF THE ACT OF
DECEMBER 5, 1972 (P.L.1280, NO 284), KNOAN AS THE PENNSYLVAN A
SECURI TI ES ACT OF 1972, AMENDED OR ADDED JULY 4, 2002 (P.L.721,
NO. 108), ARE AMENDED TO READ:

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

* x *

(E) "BROKER- DEALER' MEANS ANY PERSON ENGAGED | N THE BUSI NESS
OF EFFECTI NG TRANSACTI ONS | N SECURI TI ES FOR THE ACCOUNT OF
OTHERS OR FOR HI' S OAN ACCOUNT. " BROKER- DEALER" DCES NOT | NCLUDE:

(1) AN AGENT;

(11) AN | SSUER;

(rrr) A BANK WHI CH MEETS THE EXCEPTI ONS FROM THE DEFI NI TI ON
OF "BROKER' UNDER SECTI ON 3(A) (4)(B) OR (E) OR THE DEFI NI TI ON OF
"DEALER' UNDER SECTI ON 3(A)(5)(B) OR (C) OF THE SECURI Tl ES
EXCHANGE ACT OF 1934 (48 STAT. 881, 15 U.S.C. § 78C(A)(4)(B) OR
(B) [AND 5(B)] QR (5)(B) OR (Q));

(1'V) AN EXECUTOR, ADM NI STRATOR, GUARDI AN, CONSERVATOR OR
PLEDGEE;

(V) A PERSON WHO HAS NO PLACE OF BUSINESS IN THI' S STATE I F
HE EFFECTS TRANSACTI ONS I N THI S STATE EXCLUSI VELY W TH OR
THROUGH (A) THE | SSUERS OF THE SECURI TI ES | NVOLVED I N THE
TRANSACTI ONS, (B) BROKER- DEALERS OR | NSTI TUTI ONAL | NVESTORS;

(VM) A PERSON LI CENSED AS A REAL ESTATE BROKER OR AGENT
UNDER THE ACT OF FEBRUARY 19, 1980 (P.L.15, NO 9), KNOMW AS THE
REAL ESTATE LI CENSI NG AND REGQ STRATI ON ACT, AND WHOSE
TRANSACTI ONS | N SECURI TI ES ARE | SOLATED TRANSACTI ONS | NCI DENTAL
TO THAT BUSI NESS; OR

(M'1) OTHER PERSONS NOT WTHI N THE | NTENT OF THI S SUBSECTI ON
VWHOM THE COWMM SSI ON BY REGULATI ON DESI GNATES.

* x *

(K. 1) "KNOA NG AND KNOW NGLY" AS USED | N SECTI ONS [511(A)
AND 512(A)] 407(A), 511, 512(A) AND 513 SHALL HAVE THE SAME

MEANI NG AS THE TERM "KNOW NGLY" IS DEFINED IN 18 PA.C.S. 8§
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302(B)(2) (RELATING TO GENERAL REQUI REMENTS OF CULPABI LI TY).

* x *

(wp "WIful and wilfully" nean the follow ng:

(1) As used in all sections of the act except section 511
with respect to a wilful violation of section 401(a) of the act,
and notw t hstanding any |law or statute to the contrary, wlful
nmeans that the person acted intentionally in the sense that the

person intended to do the act and was aware of what the person

© o0 N oo o A~ wWw N P

was doi ng. Proof of evil notive or intent to violate the act or

=Y
o

know edge that the person's conduct violated the act is not

=
=

required.

=
N

(2) For purposes of section 511 with respect to a wlful

=
w

vi ol ation of section 401(a) of the act, wilful means that the

H
o

person acted intentionally, know ngly[, recklessly or

=Y
(63}

negligently] or recklessly as those terns are defined in 18

=Y
(e}

Pa.C.S. 8 302 (relating to general requirenents of cul pability).

=
\l

SECTION 2. SECTION 305 OF THE ACT IS AMENDED BY ADDI NG A

=Y
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SUBSECTI ON TO READ:

=
O

SECTI ON 305. DEN AL, SUSPENSI ON, REVOCATI ON AND CONDI TI ONI NG

N
o

OF REGQ STRATI ON.

* * %

N DN
N

(A.2) THE COW SSION, BY ORDER, MAY SUSPEND THE REG STRATI ON

N
w

OF A BROKER- DEALER, | NVESTMENT ADVI SER, AGENT OR | NVESTMENT

N
~

ADVI SER REPRESENTATI VE | F SUCH PERSON | S OBLI GATED, PURSUANT TO

N
(63}

AN AWARD OF AN ARBI TRATI ON PANEL, TO PAY COMPENSATI ON TO

N
(e}

PURCHASERS OF SECURITIES IN TH S COWONVEALTH AND HAS NOT_PAI D

N
~

THE AWARDED COWMPENSATION IN FULL _AND IN CASH _THE COWM SS| ON

N
oo

SHALL RESCI ND THE SUSPENSI ON ORDER PROSPECTI VELY | F THE PERSON

N
(o]

PROVI DES CREDI BLE EVI DENCE TO THE COVM SSI ON THAT THE

30 COVPENSATI ON AWARDED BY THE ARBI TRATI ON PANEL HAS BEEN PAID I N
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FULL AND IN CASH TO PURCHASERS OF SECURITIES IN TH' S

COMVONVEALTH.  RESCI SSI ON OF_ A SUSPENSI ON ORDER | SSUED UNDER THI' S

SECTI ON SHALL REI NSTATE THE PERSON AS A REG STRANT IN THE SAME

CATEGORY HELD AT _THE TI ME THE SUSPENS|I ON ORDER WAS | SSUED BUT

(1) THE PERSON OTHERW SE CURRENTLY MEETS ALL

REQUI REMENTS FOR REG STRATION I N THAT CATEGORY SET FORTH IN

THE ACT AND REGULATI ONS PROMULGATED THEREUNDER

(1) THERE IS NO BASI S FOR THE COW SSI ON TO ACT

PURSUANT TO SUBSECTION (A) OR (A.1); AND

(II'l) APPLI CABLE FEES AND COWVPLI ANCE ASSESSMENTS SET

FORTH I N SECTI ONS 602 AND 602.1 HAVE BEEN PAID AS |F THE

PERSON HAD BEEN REAQ STERED DURI NG THE PERI OD OF SUSPENSI ON.

* * %

Section 2 3. Section 511 of the act, anmended Novenber 24,
1998 (P.L.829, No.109) and July 4, 2002 (P.L.721, No.108), is
amended to read:

Section 511. Crimnal Penalties.--(a) Except as provided in

[ subsection (b)] this section, a 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 vi ol ates section 407(a) knowi ng that the statenent nade was
false or msleading in any material respect, commts a

[ m sdenmeanor of the first] felony of the third degree and may be

fined not nore than [five thousand dollars ($5,000)] two hundred

fifty thousand dollars ($250,000) or inprisoned for not nore

than [five] seven years, or both[.] if the anount of noney or

securities involved in the violation is | ess than two hundred

fifty thousand dollars ($250, 000) and not nore than five hundred

t housand dol |l ars ($500, 000) or i nprisoned for not nore than
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seven vears, or both, if the anount of npbney or securities

involved in the violation is two hundred fifty thousand doll ars

($250,000) or nore. In addition to fine or inprisonnent, or

both, a person may be sentenced to make restitution.

(b) A person who wilfully violates section 401, 408 or 409
commits a felony of the [third] second degree and may be fined
not nore than [twenty thousand dollars ($20,000) if none of the
victinms of the person's violative conduct were individuals aged
60 or nore and not nore than one hundred thousand doll ars

($100,000) if any of the victins of the person's violative

conduct were individuals aged 60 or nore] one million dollars

($1,000,000) or inprisoned for not nore than [seven] ten years,

or both. In addition to fine or inprisonnment, or both, the
person nmay be sentenced to nake restitution.

[(c) Each of the acts specified in subsections (a) and (b)
shall constitute a separate offense 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.]

(c) (1) A person who wilfully violates section 401, 408 or

409 conmits a felony of the first degree and nmay be fi ned not

nore than five mllion dollars ($5,000,000) or inprisoned for

not nore than twenty yvears, or both, if one of the conditions

specified in paragraph (2) IS MET and not nore than ten million

dollars ($10, 000, 000) or inprisoned for not nore than twenty

vears, or both, if both of the conditions specified in paragraph

(2) are net.

(2) In addition to a fine or inprisonnent, or both, the

person nay be sentenced to nmake restitution if:
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(i) Wthin ten years of being convicted under this

subsection for wilful violation of section 401, 408 or 409, the

person was the subject of:

(A) a crimnal felony conviction;

(B) an injunction issued by any court of conpetent

jurisdiction; or

(C) an order of the Securities and Exchange Conm ssion, the

Commpdi ty Futures Tradi ng Conm ssion, the securities, banking or

i nsurance requl ator of another state, a Federal banki ng

requl ator or the securities, banking or insurance requl atory

authority of another country which found that the person

wilfully violated any provision of the Federal or State

securities, banking, insurance or conmmpbdities | aws or the

securities, commodities, insurance or banking | aws of that

country; or

(ii) The person's violative conduct involved one or nore

i ndi viduals 60 years of age or ol der.

(d) A person who knowingly alters, destroys, shreds,

nmutil ates, conceals, covers up, falsifies or nakes a false entry

in any record, document or tangible object with the intent to

i npede, obstruct or influence an investigati on by the conni ssi on

under section 510 or an examn nati on under section 304(d) conmits

a felony of the second degree and nay be fined not nore than

five hundred thousand dollars ($500,000) or inprisoned for not

nore than ten years, or both.

(e) A person who knowingly corruptly alters, destroys,

shreds, nutil ates or conceals a record, document or other object

or attenpts to do so with the intent to inpair its inteqrity or

avai lability for use in a proceedi ng before the comm ssion or in

a proceedi ng brought by the comm ssion; or otherw se obstructs,

20030H0604B0807 - 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

i nfl uences or inpedes such proceedi ngs or attenpts to do so

commits a felony of the second deqgree and may be fined not nore

than five hundred thousand doll ars ($500, 000) or inprisoned for

not nore than ten years, or both.

(f) A person who knowingly, with the intent to retali ate,

takes any action harnful to another person, including

interference with the |l awful enpl oyment or |ivelihood of another

person, for providing the conm ssion with any truthful

information relating to a violation of this act conmts a fel ony

of the second degree and may be fined not nore than five hundred

t housand dol |l ars ($500, 000) or inprisoned for not nore than ten

years, or both.

(g) (1) Each of the acts specified in subsections (a)

through (f) shall constitute a separate offense and a

prosecuti on or conviction for any such offense shall not bar

prosecuti on or conviction for any other offense. No indictnent

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

vears after the all eged vi ol ati on.

(2) This section shall be construed to provi de additi onal

and cunul ati ve renedi es and nothing contained in this act shal

be construed to affect the ability of the Conmbnwealth to bring

an information or indi ctnent under conmpbn | aw or other crim nal

statutory provisions for the sane conduct.

(h) The foll owi ng persons have jurisdiction to i nvesti gate

viol ations of this section and institute crinm nal proceedi ngs

for any violation of this section:

(1) The district attorney of a county.

(2) The Attorney Ceneral, poetwithstanding I[N ADDITION TOthe <—

authority conferred upon THE ATTORNEY GENERAL by the act of <—

Cct ober 15, 1980 (P.L.950, No.164), known as the "Commpbnweal t h
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Attorneys Act." TH S PARAGRAPH | NCLUDES AUTHORI TY OVER A SERIES <—

OF VI OLATI ONS | NVOLVI NG MORE THAN ONE COUNTY OF THI S

COMVONVEALTH OR I NVOLVI NG ANY_ COUNTY COF THI S COVMONWEALTH AND

ANOTHER STATE. NO PERSON CHARGED WTH A VIOLATION OF TH' S

SECTI ON BY THE ATTORNEY GENERAL SHALL HAVE STANDI NG TO CHALLENGE

THE AUTHORI TY OF THE ATTORNEY GENERAL TO | NVESTI GATE OR

PROSECUTE THE CASE; AND, |F ANY SUCH CHALLENGE | S MADE, THE

CHALLENGE SHALL BE DI SM SSED AND NO RELI EF SHALL BE AVAI LABLE I N

© o0 N oo o A~ wWw N P

THE COURTS OF TH S COVWONWEALTH TO THE PERSON MAKI NG THE

:
:

[N

[EEY
—~
N

No person charged with a violation of this section by

=
N

the Attorney General shall have standing to chall enge the

=
w

authority of the Attorney CGCeneral to i nvestigate or prosecute

H
o

the case, and, if any such challenge is made, the chall enge

=Y
(63}

shall be disnmissed and no relief shall be available in the

=Y
(e}

courts of this Commpbnweal th to the person naki ng the chal |l enge.

=
\l

Section 2 4. This act shall take effect in 60 days. <—
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