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AN ACT
Rel ating to securities; prohibiting fraudul ent practices in
relation thereto; requiring the registration of broker-

deal ers, agents, investnent advisers, and securities; and

maki ng uniformthe law with reference thereto.

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

PART |
SHORT TI TLE; DEFI NI TI ONS

Section 101. Short Title.--This act shall be known and may
be cited as the "Pennsylvania Securities Act of 1972."

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

(a) "Advertisenment” nmeans any publicly dissem nated, witten

or printed comunication, including without Iimtation,

comuni cation by radio, television, or other public nedia, used
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in connection with a sale or purchase or an offer to sell or
purchase a security.

(b) An "affiliate"” of, or a person "affiliated” with, a
speci fied person, nmeans a person that directly, or indirectly
t hrough one or nore internmediaries, controls, is controlled by,
or is under conmon control with, the person specified.

(c) "Agent" means any individual, other than a broker-
deal er, who represents a broker-deal er or issuer in effecting or
attenpting to effect purchases or sales of securities. "Agent”
does not include an individual who represents an issuer in
effecting transactions in securities exenpted by section 202 or
in effecting transactions exenpted by section 203 and does not
i ncl ude an individual who has no place of business in this State
if he effects transactions in this State exclusively with
br oker-deal ers. An officer, director, or partner or enploye of a
br oker-deal er or issuer, or an individual occupying a simlar
status or performng simlar functions, is an agent only if he
ot herwi se cones within this definition and receives conpensation
directly or indirectly related to purchases or sal es of
securities.

(d) "Bank" nmeans any bank, banking and trust conpany,
savi ngs bank, trust conpany or private bank, as defined in the
Banki ng Code of 1965, act of Novenber 30, 1965 (P.L.847), or any
savi ngs and | oan association, as defined in the Savings
Associ ati on Code of 1967, act of Decenber 14, 1967 (P.L.746), or
any successor statutes thereto, or any banking institution,
trust conpany or savings and | oan institution organi zed under
the aws of the United States, OR OF ANY STATE, TERRITORY OR THE <—
DI STRICT OF COLUMBI A, or a receiver, conservator or other

I i qui dati ng agent of any of the foregoing.
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1 (e) "Broker-dealer" nmeans any person engaged in the business
2 of effecting transactions in securities for the account of

3 others or for his own account. "Broker-deal er"” does not include:
4 (i) An agent;

5 (ii) An issuer;

6 (i) A bank, when effecting transactions for its own

7 account or for the account of another under section 302 (c);

8 (iv) An executor, admnistrator, guardi an, conservator or

9 pl edgee;

10 (v) A person who has no place of business in this State if
11 he effects transactions in this State exclusively with or

12 through (A the issuers of the securities involved in the

13 transactions, (B) broker-dealers or institutional investors;

14 (vi) A person licensed as a real estate broker or agent

15 under the Real Estate Brokers License Act of one thousand nine
16 hundred and twenty-nine, act of May 1, 1929 (P.L.1216), as

17 anended, and whose transactions in securities are isolated

18 transactions incidental to that business;

19 (vii) A person whose dealings in securities are limted to
20 transactions exenpt by section 203 (j); or
21 (viii) Oher persons not within the intent of this
22 subsection whomthe commi ssion by regul ati on desi gnates.
23 (f) "Comm ssion" neans the Pennsylvania Securities
24  Conmi ssi on.
25 (g) "Control™ (including the terns "controlling,"”
26 "controlled by" and "under common control with") nmeans the
27 possession, directly or indirectly, of the power to direct or
28 cause the direction of the managenent and policies of a person,
29 whet her through the ownership of voting securities, by contract,

30 or otherw se.
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(h) "Fraud," "deceit" and "defraud” are not limted to
conmon | aw fraud or deceit.

(1) "Quaranteed" neans guaranteed as to paynent of
principal, interest, purchase price, dividend or call prem um

(j) "lnvestnent adviser" means any person who, for
conpensati on, engages in the business of advising others, either
directly or through publications or witings, as to the val ue of
securities or as to the advisability of investing in, purchasing
or selling securities, or who, for conpensation and as a part of
a regul ar business, issues or promul gates anal yses or reports
concerning securities. "lnvestnent adviser" does not include:

(1) A bank;

(ii) A lawer, accountant, engineer or teacher whose
performance of these services is solely incidental to the
practice of his profession;

(ti1) A broker-dealer registered under this act w thout the
i mposition of the condition referred to in section 305 (b) (v);

(iv) A publisher of any bona fide newspaper, news nagazi ne
or business or financial publication of general, regular and
paid circulation which is not solely engaged in the rendering of
i nvest ment advice; and the agents and servants thereof in the
performance of their regular duties on behalf of such
publ i cati on;

(v) A person whose advice, analyses or reports relate only
to securities exenpted under section 202 (a);

(vi) A person who has no place of business in this State if
his only clients in this State are other investnent advisers,
br oker-deal ers or institutional investors;

(vii) Any person who during the course of the preceding

twel ve nonths has had fewer than five clients and who does not

19720H1970B3540 - 4 -
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hol d hinself out generally to the public as an investnent
advi ser.

(viii) Oher persons not within the intent of this
subsecti on whom the commi ssion by regul ati on desi gnat es.

(k) "Institutional investor"” means any bank, insurance
conpany, pension or profit sharing plan or trust, investnent
conpany, as defined in the Investnment Conpany Act of 1940, other
financial institution or any person, other than an i ndividual,
whi ch controls any of the foregoing, the Federal Governnent,
State or any agency or political subdivision thereof or any
ot her person so designated by regul ation of the comm ssion.

(1) "lssuer" neans any person who issues or proposes to
i ssue any security, and any pronoter who acts for an issuer
proposed to be forned. Wth respect to certificates of deposit,
voting trust certificates or collateral-trust certificates, or
with respect to certificates of interest or shares in an
uni ncor porated i nvestnment trust not having a board of directors
or persons performng simlar functions or of the fixed,
restricted nmanagenent or unit type, the term"issuer"” neans the
person or persons performng the acts and assum ng the duties of
depositor or manager pursuant to the provisions of the trust or
ot her agreenent or instrunent under which the security is
i ssued; except that with respect to equipnment-trust certificates
or like securities, the term"issuer"” neans the person by whom
t he equi pnment or property is or is to be used. Wth respect to
certificates of interest or participation in oil, gas or mning
titles or |eases or in paynents out of production under such
titles or | eases, the term"issuer" neans the person or persons
actively managi ng the exploration or devel opment of the property

who sell such interests or participations or paynents or any
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person or persons who subdivide and sell such interests or
partici pations or paynents. The determ nation of the person or
persons actively managi ng the exploration or devel opnent of the
property shall be nade on the basis of the actual relationship
of the parties and not on the basis of the |egal designation of
a person's interest. Menbers of unincorporated associations,

whi ch nenbers have limted liability, and any trustee or nenber
of a trust, conmittee or other legal entity shall not be deened
to be an "issuer” for the purposes of this act.

(m "Non-issuer transaction” nmeans any transaction not
directly or indirectly for the benefit of the issuer.

(n) "Person" neans an individual, corporation, partnershinp,
associ ation, joint stock conpany, syndicate, trust where the
interests of the beneficiaries are evidenced by a security, an
uni ncor por at ed organi zati on, government, political subdivision
of a government, or any other entity.

(o) "Pronoter" includes (i) any person who, acting al one or
in conjunction with one or nore other persons, directly or
indirectly takes initiative in founding and organi zing the
busi ness or enterprise of an issuer; and (ii) any person who, in
connection with the founding and organi zing of the business or
enterprise of an issuer, directly or indirectly receives in
consi deration of services or property, or both services and
property, ten per cent or nore of any class of securities of the
i ssuer or ten per cent or nore of the proceeds fromthe sal e of
any class of securities. However, a person who receives such
securities or proceeds either solely as underwiting comm ssions
or solely in consideration of property shall not be deened a
pronoter within the neaning of this clause if such person does

not otherw se take part in founding and organi zing the
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enterpri se.

(p) "Publish" means publicly to issue or circul ate by
newspaper, nmail, radio or television, or otherwise to
di ssenm nate to the public.

(gq) "Reporting conpany” neans any person which has been
required to file, and has filed, all required periodic reports
with the Securities and Exchange Conmm ssion and has filed al
annual reports, if any, which it is required to file (i) for at
| east ninety days prior to the tinme of application of this
definition for persons filing pursuant to the provisions of
section 13 or 15 (d) of the Securities and Exchange Act of 1934;
or (ii) for at |least one hundred eighty days prior to the tine
of application of this definition with respect to persons filing
pursuant to the provisions of section 30 of the Investnent
Conpany Act of 1940, or for whomthere is publicly available the
i nformati on concerni ng such person which is specified in clauses
(1) through (14) inclusive, and clause (16) of paragraph (a) (4)
of Rule 15 c2-11 adopted under the Securities Exchange Act of
1934, or if the person is an insurance conpany the information
specified in section 12 (g) (2)(G (i) of that act. Information
shall al so be deened "publicly available” under this section if
it has been filed in such places or with such persons as the
commi ssi on may specify by regul ation.

(r) (i) "Sale" or "sell" includes every sale, disposition
or exchange, and every contract of sale of, or contract to sell,
a security or interest in a security for value or any issuance
of securities pursuant to any nerger, consolidation, sale of
assets or other corporate reorgani zation, involving the exchange
of securities, in whole or in part, for the securities of any

ot her person.
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(1i) "Ofer" or "offer to sell™ includes every direct or
indirect attenpt or offer to sell or dispose of, or solicitation
of an offer to purchase, a security or interest in a security
for val ue.

(ti1) Any security given or delivered with, or as a bonus on
account of, any purchase of securities or any other thing is
considered to constitute part of the subject of the purchase and
to have been offered and sold for val ue.

(iv) Every sale or offer of a warrant or right to purchase
or subscribe to another security of the same or another issuer,
as well as every sale or offer of a security which gives the
hol der a present or future right or privilege to convert into
anot her security of the same or another issuer, is considered to
i nclude an offer of the other security.

(v) A purported gift of assessable stock (for which the
statutory considerati on has not been paid) involves an offer and
sal e.

(vi) An offer of rescission nade pursuant to section 504 (e)
i nvol ves an offer and sale.

(vii) The terns "sale," "sell,"” "offer” and "offer to sell™
do not include: (A) any bona fide secured transaction in, or

| oan of, outstanding securities; or (B) any dividend payable
with respect to the securities of a corporation in the sane or
any other class of securities of such corporation.

(viii) A dividend or distribution by any person to all or
any class of its security holders of the securities of any other
per son, whether or not such dividend or distribution is for
val ue, involves a sale.

(s) "Securities Act of 1933," "Securities Exchange Act of

1934," "Public Uility Holding Conpany Act of 1935," "Trust

19720H1970B3540 - 8 -



I ndenture Act of 1939," "lInvestnment Advisers Act of 1940,"
"I nvest ment Conpany Act of 1940" and "Internal Revenue Code of
1954" mean the Federal statutes of those names as anended before
or after the effective date of this act, or any successor
statutes thereto. Section nunbers of such statutes or
regul ati ons adopted thereunder and referred to herein include
such anendnents thereto as nmay be adopted before or after the
effective date of this act. "Securities and Exchange Conmm ssion”
nmeans the "United States Securities and Exchange Conmm ssion.”
(t) "Security" neans any note; stock; treasury stock; bond;
debenture; evidence of indebtedness; share of beneficial
interest in a business trust; certificate of interest or
participation in any profit-sharing agreenent; collateral trust
certificate; preorgani zation certificate or subscription;
transferabl e share; investnent contract; voting trust
certificate; certificate of deposit for a security; limted
partnership interest; certificate of interest or participation
inan oil, gas or mining title or |lease or in paynents out of
production under such a title or |ease; or, in general, any
interest or instrunent commonly known as or having the incidents
of a "security"; or any certificate of interest or participation
in, tenporary or interimcertificate for, receipt for, guarantee
of, or warrant or right to subscribe to or purchase, any of the
foregoing. Al of the foregoing are securities whether or not
evi denced by witten docunent. "Security" does not include: (i)
any beneficial interest in any voluntary inter vivos trust which
is not created for the purpose of carrying on any business, or
(1i) any beneficial interest in any testanmentary trust, or (iii)
any insurance or endowrent policy or annuity contract under

whi ch an insurance conpany admitted in this State prom ses to

19720H1970B3540 - 9 -



1 pay a sum of noney (whether or not based upon the investnent

2 performance of a segregated fund) either in a lunp sum or

3 periodically for Iife or sone other specified period, or (iv)

4 any certificate issued under section 809 of The Insurance

5 Conpany Law of 1921, act of May 17, 1921 (P.L.682), as anended.
6 (u) "State" nmeans any state, territory or possession of the
7 United States, the District of Colunbia and Puerto Rico.

8 (v) "Underwriter" means a person who has agreed with an

9 issuer or other person on whose behalf a distribution is to be
10 nmade (i) to purchase securities for distribution or (ii) to

11 distribute securities for or on behalf of such issuer or other
12 person or (iii) to manage or supervise a distribution of

13 securities for or on behalf of such issuer or other person.

14 PART 11

15 REG STRATI ON OF SECURI Tl ES

16 Section 201. Registration Requirenent.--1t is unlawful for
17 any person to offer or sell any security in this State unless
18 the security is registered under this act or the security or

19 transaction is exenpted under section 202 or 203 hereof.
20 Section 202. Exenpt Securities.--The follow ng securities
21 are exenpted from section 201
22 (a) Any security issued or guaranteed by the United States,
23 any state or Canadi an Province, any political subdivision of a
24 state or Canadi an Province, foreign government with which the
25 United States currently maintains diplomatic relations, or any
26 agency or corporate or other instrunmentality of any of the
27 foregoing, or any certificate of deposit for any of the
28 foregoing, provided that if the issuer or guarantor is a foreign
29 governnent other than Canada or an instrunentality of a foreign

30 governnent other than Canada, such security or certificate of

19720H1970B3540 - 10 -
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deposit therefor is recognized as a valid obligation by the
i ssuer or guarantor thereof or its or their successors.

(b) Any security issued or guaranteed by any bank or savi ngs
associ ation and any security the offer, sale, issuance or
guarantee of which (i) is subject to regulation by the
Interstate Conmerce Conmmi ssion, or (ii) is registered under the
Public Utility Hol ding Conpany Act of 1935 or the act of May 28,
1937 (P.L.1053), known as the "Public Utility Law," or (iii) the
i ssuer of which is regulated as to the issuance or guarantee of
such security by a governnmental authority of the United States.

(c) Any conmercial paper which arises out of a current
transaction or the proceeds of which have been or are to be used
for current transactions, and which evidences an obligation to
pay cash within nine nonths of the date after issuance,
excl usive of days of grace, or any renewal of such paper which
is likewse limted, or any guarantee of such paper or of any
such renewal , except where such paper is proposed to be sold or
offered to the public in units of less than five thousand
dol lars ($5,000) to any single person.

(d) Any security issued or guaranteed by any Federal credit
union or any credit union, industrial |oan association or other
simlar association organi zed and supervi sed under the | aws of
this State.

(e) Any security (except evidences of indebtedness, whether
interest bearing or not) of an issuer (i) organized exclusively
for educational, benevolent, fraternal, religious, charitable,
social, athletic or reformatory purposes and not for pecuniary
profit, if no part of the net earnings of the issuer inures to
the benefit of any private sharehol der or individual, or (ii)

organi zed as a chanber of comrerce or trade or professiona

19720H1970B3540 - 11 -
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associ ation. The fact that amounts received from nenberships, or
dues, or both will or may be used to construct or otherw se
acquire facilities for use by nmenbers of the nonprofit

organi zati on does not disqualify the organization fromthis
exenption. This exenption shall not apply to the securities of
any nonprofit organization if any pronoter thereof expects or
intends to make a profit directly or indirectly from any

busi ness or activity associated with the organi zation or
operation of such nonprofit organization.

(f) Any security listed, or approved for |isting upon notice
of issuance, on the New York, American, or Phil adel phia-

Bal ti nor e- WAshi ngt on st ock exchange or any ot her securities
exchange or quoted on any national quotation service designated
by regul ation of the comm ssion and any security which satisfies
the margin requirenents of the Board of Governors of the Federal
Reserve System under Regulation T and any suppl enent or any
successor regulation thereto; any other security of the sane

i ssuer which is of senior or substantially equal rank; any
security called for by subscription rights or warrants so

i sted, approved or quoted; and any warrant or right to purchase
or subscribe to any of the foregoing.

(g) Any investnment contract issued in connection with an
enpl oye's stock option, purchase, savings, pension, profit
sharing or simlar benefit plan, provided, in the case of plans
adopted after the effective date hereof which are not qualified
under section 401 of the Internal Revenue Code of 1954 and which
provi de for contribution by enployes, the conm ssion is notified
inwiting thirty days before the comrencenent of the offering
in this State.

(h) Any security of a registered broker-dealer issued to its

19720H1970B3540 - 12 -



1 officers, partners or enployes, subject to such regul ations as
2 the comm ssion may establish.

3 (1) Any security as to which the comm ssion by regul ation or
4 order finds that registration is not necessary or appropriate

5 for the protection of investors.

6 Section 203. Exenpt Transactions.--The follow ng

7 transactions are exenpted from section 201:

8 (a) Any non-issuer transaction except where directly or

9 indirectly for the benefit of an affiliate of the issuer.

10 (b) Any non-issuer transaction directly or indirectly for

11 the benefit of an affiliate of the issuer which is exenpted from
12 section 5 of the Securities Act of 1933, other than those

13 transactions exenpted pursuant to section 3 (a) (11) or 3 (b) of
14 the Securities Act of 1933, and the rules and regul ati ons now or
15 hereafter adopted thereunder.

16 (c) Any offer or sale to an institutional investor or to a
17 broker-deal er, whether the buyer is acting for itself or in sone
18 fiduciary capacity.

19 (d) Any sales by an issuer to not nore than twenty-five
20 persons in this State during a period of twelve consecutive
21 nonths if (i) the issuer shall obtain the witten agreenent of
22 each such person not to sell the security within twelve nonths
23 after the date of purchase; (ii) no public nedia advertisenent
24 is used or mass nmailing made in connection with soliciting such
25 sales; and (iii) no cash or securities is given or paid,
26 directly or indirectly, to any pronoter in connection therewth.
27 Purchasers of securities registered under this act or sold in
28 reliance upon an exenption under this act other than this
29 subsection (d) or subsection (f) shall not be included in

30 conmputing the twenty-five persons for purposes of this
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exenption. A notice in the formprescribed by the comm ssion,
signed by the officers or directors of the issuer under oath and
stating the name, principal business address of the issuer,
proposed use of the proceeds fromthe sale and such facts as are
necessary to establish this exenption shall be filed, together
with a copy of any offering literature used in connection with
such offer or sale, with the comm ssion not |ater than the day
on which the securities are first issued or the issuer first
recei ves consideration fromany person therefor, whichever is
earlier.

(e) Any offer to not nore than fifty persons during a period
of twel ve consecutive nonths if no sales result fromsuch offer
or if sales resulting fromsuch offer are exenpt by reason of
subsection (d) hereof. This subsection shall not be applicable
to of fers nade pursuant to any ot her subsection of this section
203, except subsections (d) and (f).

(f) Any offer or sale of a preorgani zati on subscription or
securities of a newy-fornmed person as part of its initial
capitalization to not nore than five persons.

(g) Any transaction between the issuer or other person on
whose behalf the offering is made and an underwiter, or anong
underwriters.

(h) Any offer (but not a sale) of a security for which a
regi stration statenent has been filed under the Securities Act
of 1933 if (i) no stop order or refusal order is in effect and
no public proceedi ng or exam nation | ooking toward such an order
i s pending under the Securities Act of 1933 or this act; and
(i1i) no such offer is nmade until after such registration
statement (including a prospectus) has been filed with or nail ed

to the comm ssion

19720H1970B3540 - 14 -



© 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

(1) Any sale of a security registered under section 5 of the
Securities Act of 1933 or exenpt fromregi stration under section
3 (b) of such act if: (i) a copy of any final prospectus or
final offering circular utilized or proposed to be utilized in
connection therewith is mailed to the comm ssion within two
busi ness days after such prospectus or offering circular is
filed with the Securities and Exchange Conmi ssion; (ii) the
filing fee specified in section 602 (b) is paid with respect to
such offering; (iii) the issuer of the security is a reporting
conpany; and (iv) no stop order or refusal order is in effect
and no public proceeding or investigation |Iooking toward such an
order is pending under the Securities Act of 1933 or this act.
As a condition of the continuing effectiveness of this
exenption, copies of any post-effective amendnent or sticker to
such prospectus or offering circular nmust be nailed to the
commi ssion within two business days after the same is filed with
the Securities and Exchange Conmi ssion.

(j) Any transaction in a bond or other evidence of
i ndebt edness secured by a real or chattel nortgage or deed of
trust, or by an agreenent for the sale of real estate or
chattels, if the entire nortgage, deed of trust, or agreenent,
together with all the bonds or other evidences of indebtedness
secured thereby, is offered and sold as a unit.

(k) Any judicial sale or any transaction by an executor,
adm ni strator, sheriff, marshal, receiver, trustee in
bankrupt cy, guardi an or conservator.

(1) Any transaction now or hereafter exenpted from section 5
of the Securities Act of 1933 by virtue of sections 3 (a) (9) or
3 (a) (10) thereof; provided, however, that the commi ssion be

gi ven notice of any hearing referred to in section 3 (a) (10).
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(m Any transaction executed by a bona fide pledgee w thout
any purpose of evading this act.

(n) Any transaction pursuant to an offer of securities to
exi sting security holders of the issuer or of a corporation
whi ch, prior to the comrencenent of the offer, owned
substantially all of the voting stock of the issuer or was
organi zed for the purpose of the offer by persons in control of
the issuer, if no conm ssion or other renuneration other than a
standby conmission is paid or given directly or indirectly for
soliciting any security holder in this State, and if the issuer
first files a notice specifying the terns of the offer and al
ot her information which the comm ssion by regulation requires,
and the comm ssion does not by order disallow the exenption
within five days. "Security hol ders"” include persons who at the
time of the transaction are holders of convertible securities,
nontransferable warrants, or transferable warrants exercisable
wi thin not nore than ninety days of their issuance.

(o) Any transaction incident to a vote by security hol ders
(or witten consent of sone or all security holders in |ieu of
such vote) pursuant to the articles of incorporation or the
appl i cabl e corporation statute or other statute governing such
person, or pursuant to a partnership agreenent, a declaration of
trust, trust indenture or any agreenment anong security hol ders
on a nerger, consolidation, sale of assets in consideration, in
whol e or part, of the issuance of securities of another person,
recl assification of securities, or reorganization involving the
exchange of securities, in whole or in part, for the securities
of any other person if, but only if: (i) one party to such
transaction is required or permtted to file proxy materials

pursuant to section 14 (a) of the Securities Exchange Act of
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1934 or section 20 of the Investnment Conpany Act of 1940 and
does file such materials with the conm ssion at |east ten days
prior to a neeting of security holders called for the purpose of
approvi ng such transaction; and such proxy materials are
distributed to the security holders of each party to such
transaction; or (ii) such materials as may be specified by
regul ati on of the conm ssion are prepared in connection with the
proposed transaction and, after review by the comm ssion,
distributed to the security holders of each party to the
transaction; provided, however, that clause (i) and (ii) of this
subsection and section 602 (c) shall not be applicable to any
party to a transaction where not nore than twenty-five per cent
of the security holders of such party are residents of this
St at e.

(p) Any offer or sale of an evidence of indebtedness of an
i ssuer either: organi zed exclusively for educational,
benevol ent, fraternal, religious, charitable, social, athletic
or reformatory purposes and not for pecuniary profit, if no part
of the net earnings of the issuer inures to the benefit of any
private sharehol der or individual; or organized as a chanber of
commerce or trade or professional association if there has been
filed with the commi ssion a notice identifying the security and
the basis of its qualification under this exenption together
wi th such further information as the conm ssion may by
regul ation require, and if the comm ssion does not by order
di sal l ow the exenption within ten days or such shorter period as
it my permt. The security qualifies under this exenption: if
(i) the issuer and any predecessor have not defaulted within the
current fiscal year and the three preceding fiscal years in any

fixed interest or principal obligation; and (ii) the issuer
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conplies with regulations of the commi ssion with respect to
trust indentures and the use of a prospectus; and (iii) the
securities proposed to be sold are secured by a nortgage or deed
of trust upon | and and buil di ngs, which nortgage or deed of
trust is or will becone a first lien at or prior to the issuance
of such evidences of indebtedness, or provision satisfactory to
the comm ssion is made for escrowing the proceeds fromtheir
sale until such first lien is established, and the total anount
of such securities does not exceed seventy-five per cent of the
then fair nmarket value of the |and and buil dings included in
such nortgage or deed of trust, |ess the anmount of any unpaid
speci al assessnent taxes. This exenption shall not apply to the
securities of any nonprofit organization if any pronoter thereof
expects or intends to make a profit directly or indirectly from
any business or activity associated with the organization or
operation of such nonprofit organization.

(q) Any bona fide distribution in partial or total
iquidation of a person, whether or not the assets being
di stributed include securities of any other person and whet her
or not wholly or partially in exchange for the securities of the
person making the distribution, and any stock split and any
stock dividend, where the corporation distributing the dividend
is not the issuer, if nothing of value is given by stockhol ders
for the dividend other than the surrender of a right to a cash
or property dividend in lieu of the stock and if the dividend is
i ssued pro rata by class; provided, however, in the case of a
di stribution or dividend by a corporation not the issuer, such
corporation shall file with the comm ssion, ten days prior to
the intended date of the distribution or dividend, a statenent

containing the facts and circunstances surroundi ng the
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di stribution or dividend.

(r) Any transaction or class of transactions as to which the
commi ssion by regulation or order finds that registration is not
necessary or appropriate for the protection of investors.

Section 204. Exenption Proceedings.--(a) The comm ssion may
by regulation as to any type of security or transaction, or by
order in a particular case, as to any security or transaction
i ncrease the nunber of purchasers or offerees permtted, or
wai ve the conditions in either of sections 202 or 203.

(b) The conm ssion nay by order deny or revoke any exenption
specified in section 202 or 203 with respect to a specific
security or transaction. No such order may be entered w t hout
appropriate prior notice to all interested parties, opportunity
for hearing, and witten findings of fact and concl usi ons of
| aw, except that the comm ssion may by order sunmmarily deny or
revoke any of the specified exenptions pending final
determ nati on of any proceedi ng under this section. Upon the
entry of a summary order, the comm ssion shall pronptly notify
all interested parties that it has been entered and reasons
therefor and that within fifteen days of the receipt of a
witten request the matter will be set down for hearing. If no
hearing is requested and none is ordered by the conmm ssion, the
order will remain in effect until it is nodified or vacated by
the comm ssion. If a hearing is requested or ordered, the
conmmi ssion, after notice of and opportunity for hearing to al
i nterested persons, nmay nodify or vacate the order or extend it
until final determ nation. No order under this section nmay
operate retroactively. No person may be considered to have
vi ol ated section 201 by reason of any offer or sale effected

after the entry of an order under this section if he sustains
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t he burden of proof that he did not know, and in the exercise of
reasonabl e care coul d not have known, of the order

(c) In any proceeding under this act, the burden of proving
an exenption or an exception froma definition is upon the
person claimng it.

Section 205. Registration by Coordination.--(a) Registration
by coordination may be used for any offering for which a
regi stration statenent has been filed under the Securities Act
of 1933 or for any proposed sale pursuant to the exenption
contained in section 3 (b) of such act where such registration
statenment or notification of proposed sale has not becone
effective.

(b) A registration statenent under this section shal
contain the followi ng infornmation and be acconpani ed by the
foll owi ng docunents in addition to the information specified in
section 207 (b) and the consent to service of process required
by section 701:

(i) Two copies of the prelimnary prospectus or offering
circular filed under the Securities Act of 1933;

(i) If the comm ssion by regulation requires, a copy of the
articles of incorporation and bylaws or their substanti al
equi valents currently in effect, a copy of any agreenments with
or anong underwriters, a copy of any indenture or other
i nstrument governing the issuance of the security to be
regi stered, and a specinmen or copy of the security;

(tit) If the conmm ssion by regulation or order requires, any
ot her information, or copies of any docunents, filed under the
Securities Act of 1933; and

(iv) An undertaking to forward to the commission all future

anmendnents to the Federal prospectus or offering circular, other
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t han an amendnment which nerely delays the effective date of the
regi stration statenent, not later than the first business day
after they are forwarded to or filed with the Securities and
Exchange Conmi ssion, or such |longer period as the comm ssion
permts.

(c) A registration statenent under this section
automatically becones effective at the nonent the Federal
regi stration statenent or notification beconmes effective if (i)
no stop order is in effect in this State and no proceeding is
pendi ng under section 208; (ii) and the registration statenent
has been on file with the comm ssion for at |east ten days;
(1i1) a statement of the maxi mum and m ni mum proposed offering
prices and the maxi mum underwiting di scounts and com ssi ons
has been on file for two full business days, or such shorter
period as the comm ssion permts; and (iv) the offering is nmade
within these limtations.

(d) The registrant shall notify the comm ssion pronptly by
t el ephone or telegram of the date and tinme when the Federal
regi stration statenent becane effective and the content of the
price anendnent, if any, and shall file a post-effective
amendnent pronptly containing the information and docunents in
the price anmendnent. "Price anmendnent” neans the final Federa
amendnent whi ch includes a statenent of the offering price,
underwriting and selling discounts or conm ssions, anmount of
proceeds, conversion rates, call prices and other matters
dependent upon the offering price. Upon failure to receive the
required notification and post-effective anendnent with respect
to the price anmendnent, the conm ssion may enter a stop order,
wi thout notice or hearing, retroactively denying effectiveness

to the registration statement or suspending its effectiveness
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until conpliance with this subsection is effected, if it
pronptly notifies the registrant by tel ephone or tel egram of the
i ssuance of such order. If the registrant proves conpliance with
the requirenments of this subsection as to notice and post -
effective amendnent, the stop order shall be vacated as of the
time of its entry. The comm ssion may by regul ati on or order
wai ve any of the conditions specified in subsection (b) or (c).

(e) |If the Federal registration statenent becones effective
before all the conditions in this section are satisfied and they
are not waived, the registration statenent automatically becones
effective as soon as all the conditions are satisfied. If the
regi strant advi ses the comm ssion of the date when the Federal
regi stration statenent is expected to becone effective, the
commi ssion shall pronptly advise the registrant by tel ephone or
telegram at the registrant's expense, whether all the
conditions are satisfied and whether it then contenplates the
institution of a proceeding under section 208; but this advice
by the conm ssion does not preclude the institution of such a
proceedi ng at any tine.

Section 206. Registration by Qualification.--(a) Any
security may be registered by qualification.

(b) A registration statenent under this section shal
contain the information specified in section 207 (b), shall be
acconpani ed by the consent to service of process required by
section 701 and shall contain the follow ng informati on and be
acconpani ed by the foll ow ng docunents:

(1) wth respect to the issuer and any significant
subsidiary: its name, address, and form of organization; the
state or foreign jurisdiction and date of its organization; the

general character and | ocation of its business; a description of
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its physical properties and equi pnent; and a statenment of the
general conpetitive conditions in the industry or business in
which it is or will be engaged;

(2) wth respect to every director and officer of the
i ssuer, or person occupying a simlar status or performng
simlar functions: his name, address, and principal occupation
for the past five years; the anount of securities of the issuer
held by himas of a specified date within thirty days of the
filing of the registration statenent; the anount of the
securities covered by the registration statement to which he has
indicated his intention to subscribe; and a description of any
material interest in any material transaction with the issuer or
any significant subsidiary effected within the past three years
or proposed to be effected,;

(3) with respect to persons covered by clause (2): the
remuneration paid during the past twelve nonths and estimted to
be paid during the next twelve nonths, directly or indirectly,
by the issuer (together with all predecessors, parents,
subsidiaries, and affiliates) to all those persons in the
aggr egat e;

(4) wth respect to any person owning of record, or
beneficially if known, ten per cent or nore of the outstanding
shares of any class of equity security of the issuer: the
information specified in clause (2) other than his occupation;

(5) wth respect to every pronoter if the issuer was
organi zed within the past three years: the information specified
in clause (2), any anopunt paid to himwthin that period or
intended to be paid to him and the consideration for any such
paynent ;

(6) with respect to any person on whose behal f any part of
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the offering is to be made in a non-issuer distribution: his
name and address; the anmount of securities of the issuer held by
himas of the date of the filing of the registration statenent;
a description of any material interest in any materi al
transaction with the issuer or any significant subsidiary
effected within the past three years or proposed to be effected;
and a statenment of his reasons for making the offering;

(7) the capitalization and | ong-term debt (on both a current
and pro forma basis) of the issuer and any significant
subsidiary, including a description of each security outstanding
or being registered or otherwi se offered, and a statenent of the
anount and ki nd of consideration (whether in the form of cash,
physi cal assets, services, patents, goodwi ||, or anything el se)
for which the issuer or any subsidiary has issued any of its
securities within the past two years or is obligated to issue
any of its securities;

(8) the kind and anmount of securities to be offered; the
proposed offering price or the nethod by which it is to be
conput ed; any variation therefromat which any proportion of the
offering is to be nade to any person or class of persons other
than the underwiters, with a specification of any such person
or class; the basis upon which the offering is to be nade if
ot herwi se than for cash; the estimated aggregate underwiting
and selling discounts or conm ssions and finders' fees
(i ncluding separately cash, securities, contracts, or anything
el se of value to accrue to the underwiters or finders in
connection with the offering) or, if the selling discounts or
commi ssions are variable; the basis of determ ning them and
t hei r maxi mum and m ni num anounts; the estimted anounts of

ot her selling expenses, including |egal, engineering, and
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accounting charges; the nanme and address of every underwiter
and every recipient of a finder's fee; a copy of any
underwriting or selling-group agreenment pursuant to which the
distribution is to be nmade, or the proposed form of any such
agreenent whose terns have not yet been determ ned; and a
description of the plan of distribution of any securities which
are to be offered otherwi se than through an underwiter;

(9) the estimated cash proceeds to be received by the issuer
fromthe offering; the purposes for which the proceeds are to be
used by the issuer; the anount to be used for each purpose; the
order or priority in which the proceeds will be used for the
pur poses stated; the anpunts of any funds to be raised from
ot her sources to achieve the purposes stated; the sources of any
such funds; and, if any part of the proceeds is to be used to
acquire any property (including goodwiIl) otherwi se than in the
ordi nary course of business, the names and addresses of the
vendors, the purchase price, the nanes of any persons who have
recei ved conm ssions in connection with the acquisition, and the
anounts of any such comm ssions and any ot her expense in
connection with the acquisition (including the cost of borrow ng
noney to finance the acquisition);

(10) a description of any stock options or other security
options outstanding, or to be created in connection with the
of fering, together with the anount of any such options held or
to be held by every person required to be nanmed in clause (2),
(4), (5), (6), or (8) and by any person who holds or will hold
ten per cent or nore in the aggregate of any such options;

(11) the dates of, parties to, and general effect concisely
stated of, every nmanagenent or other material contract made or

to be nmade otherwise than in the ordinary course of business if
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it isto be perforned in whole or in part at or after the filing
of the registration statenent or was made within the past two
years, together with a copy of every such contract; and a
description of any pending litigation or proceeding to which the
issuer is a party and which materially affects its business or
assets (including any such litigation or proceeding known to be
contenpl at ed by governnental authorities);

(12) a copy of any prospectus, panphlet, circular, form
letter, advertisement, or other sales literature intended as of
the effective date to be used in connection with the offering;

(13) a specinmen or copy of the security being registered; a
copy of the issuer's articles of incorporation and byl aws, or
their substantial equivalents, as currently in effect; and a
copy of any indenture or other instrument covering the security
to be registered;

(14) a signed or conformed copy of an opinion of counsel as
to the legality of the security being registered (wth an
English translation if it is in a foreign | anguage), which shal
state whether the security when sold will be legally issued,
fully paid, and non-assessable, and, if a debt security, a
bi ndi ng obligation of the issuer;

(15) the witten consent of any accountant, engi neer,
apprai ser, or other person whose profession gives authority to a
statenment nade by him if any such person is named as havi ng
prepared or certified a report or valuation (other than a public
and official docunment or statenent) which is used in connection
with the registration statenent;

(16) a balance sheet of the issuer as of a date within four
months prior to the filing of the registration statenent; a

profit and | oss statenment and anal ysis of surplus for each of
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the three fiscal years preceding the date of the bal ance sheet
and for any period between the close of the last fiscal year and
the date of the bal ance sheet, or for the period of the issuer's
and any predecessors' existence if less than three years; and,

if any part of the proceeds of the offering is to be applied to
t he purchase of any business, the same financial statenents

whi ch woul d be required if that business were the registrant, or
such other financial statenments as may be required pursuant to
section 609 (c); and

(17) such additional information as the comm ssion requires
by regul ati on or order.

For purposes of this section 206 (b) the comm ssion may
classify issuers and types of securities.

(c) Registration under this section becones effective when
the comm ssion so orders. If a registration statenment has been
on file for at least thirty days and all information required by
t he comm ssion has been furni shed, the person filing the
statement nay at any tinme file a witten request that the
conmmi ssion take action within ten days following the filing of
such request. If a request is filed and the comm ssion takes no
action within the period, the registration becones effective at
the end of the ten-day period.

(d) The conm ssion nay by regulation or order require as a
condition of registration under this section that a prospectus
cont ai ni ng any designated part of the information contained in
the registration statenent or filed with it be sent or given to
each person to whom an offer is made before or concurrently
with: the first witten offer nade to him otherw se than by
means of a public advertisenent, by or for the account of the

i ssuer or any other person on whose behalf the offering is nmade,
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or by any underwiter or broker-dealer who is offering part of
an unsold allotnment or subscription taken by himas a
participant in the distribution; or the confirmation of any sale
made by or for the account of any person; or the paynent

pursuant to any sale; or the delivery of the security pursuant
to any sale; whichever first occurs.

Section 207. General Registration Provisions.--(a) A
regi stration statenent may be filed by the issuer, any other
person on whose behalf the offering is to be made or a |icensed
br oker - deal er.

(b) Every registration statenent shall specify: (i) the
anount of securities to be offered in this State; (ii) the
states in which a registration statenment or application in
connection with the offering has been or is to be filed; (iii)
any adverse order, judgnent or decree entered in connection with
the offering by the regulatory authorities in any state or by
any court or the Securities and Exchange Conmm ssion, or any
wi thdrawal with prejudice of a registration statenment or
application relating to the offering; and (iv) the names of al
underwriters and broker-dealers selling or offering the
securities in this State. Wiere the nanes of all underwiters or
br oker-deal ers are not known at the tinme of filing of the
regi stration statenent, such |ist may be supplenented fromtine
to time prior to or after effectiveness, provided that no del ay
of effectiveness or suspension shall be caused by the filing of
any such suppl enent.

(c) Any document filed under this act or a predecessor |aw
within five years preceding the filing of a registration
statement nay be incorporated by reference in the registration

stat enent .
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(d) The conm ssion nmay by regulation or otherwi se permt the
om ssion of any itemof information or docunent from any
regi stration statenent.

(e) The conmm ssion nmay by regulation or order require as a
condition of registration by qualification or as a condition of
regi stration by coordination (if nore than sixty-six and two-
thirds per cent of the issue of securities part or all of which
is to be registered by coordination is to be sold in
Pennsyl vani a) that a report by an accountant, engineer,
apprai ser or other professional person be filed. The comm ssion
may al so designate one of its enployes to nake an exam nation of
t he business and records of an issuer of securities for which a
regi stration statenent has been filed by qualification.

(f) In the case of a nonissuer distribution, information my
not be required under section 206 (b) or section 207 (k) unless
it is known to the person filing the registration statenment or
to the persons on whose behalf the distribution is to be made,
or can be furnished by them w thout unreasonable effort or
expense.

(g) The conm ssion nmay by regulation or order require as a
condition of registration that any security issued within the
past two years or to be issued to a pronoter for a consideration
substantially different fromthe public offering price, or to
any person for a consideration other than cash, be deposited in
escrow, or that the proceeds fromthe sale of the registered
security in this State be escrowed until the issuer receives a
speci fied amount fromthe sale of the security either in this
State or elsewhere; or it may inpose both such requirenents:
Provi ded, however, That this subsection (g) shall not apply to

any security registered by coordination if the issuer has been
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in existence for nore than three years: And provided further,
That with respect to securities registered by coordination no
escrow hereunder shall be required to extend beyond three years.
The conmm ssion may by regul ation or order determ ne the
conditions of any escrow required hereunder, but nmay not reject
a depository solely because of location in another state.

(h) The conm ssion nmay by regulation require that debt
securities of designated classes to be registered by
qualification shall be issued under a trust indenture containing
such provisions as it determ nes, but such provisions shall not
be in addition to or inconsistent with the terns required or
permtted by the Trust |Indenture Act of 1939.

(i) The conmm ssion nmay by regulation require (i) with
respect to registration by coordination that a copy of each form
of subscription or sale contract used or proposed to be used in
this State be filed with the comm ssion prior to its use in this
State; and (ii) with respect to registration by qualification
that, as a condition of registration, any security registered be
sold only on a specified form of subscription or sale contract;
and (iii) that a signed or conformed copy of each such contract
be preserved for any period up to three years.

(j) Aregistration statenent is effective for one year from
its effective date, or any |onger period during which the
security is being offered or distributed in a nonexenpted
transaction by or for the account of the issuer or other person
on whose behalf the offering is being nade, or by any
underwriter or broker-dealer who is still offering part of an
unsol d allotment or subscription taken by himas a parti ci pant
in the distribution, provided that the conmm ssion has been

notified of such continued offering and the period thereof. Any
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such extension of the offering period for securities registered
by qualification shall be subject to regul ations established by
the comm ssion. The fact that a registration statenent has been
effective in this State with respect to any security does not
permt sales of securities of the sane class by the issuer or an
affiliate of the issuer if such person did not file the

regi stration statenent, unless a separate registration statenent
is filed and declared effective with respect thereto, or an
exenption fromregistration is available. A registration
statement nay not be withdrawn after its effective date if any
of the securities registered have been sold in this State,

unl ess permtted by regulation or order of the comm ssion. No
registration statenent is effective during the tine a stop order
is in effect under section 208.

(k) During the effective period of a registration statenent,
the comm ssion may by regulation require the person who filed
the registration statenment to file reports with the conm ssion
not nore often than quarterly, to keep reasonably current the
information contained in the registration statenent and to
di scl ose the progress of the offering; provided, however, that
no person need conply with any such regul ation of the comm ssion
if such person files with the comm ssion copies of all reports
such person is required to file with the Securities and Exchange
Commi ssion and if such reports are filed in a tinmely manner. |f
any of the securities registered have been sold in the State,
the comm ssion may by regul ati on extend the period for filing
the reports for an additional term not exceeding two years from
the date the registration becane effective or the date of its
| ast amendnment or extension.

(1) Aregistration statenent relating to any conti nuous
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of fering of securities may be amended after its effective date
so as to increase the specified amunt of securities proposed to
be of fered. The amendnent becones effective when the conm ssion
so orders.

(m Each person who accepts an offer to purchase securities
regi stered by qualification directly froman issuer or an
affiliate of an issuer shall have the right to withdraw his
acceptance without incurring any liability to the seller,
underwriter (if any) or any other person, within two business
days after he receives a prospectus relating to the offering
(which is not materially different fromthe final prospectus
relating to such offering) and a notice explaining the
provi sions of this subsection. As used herein, the term"final
prospectus” shall nean the docunent prepared in accordance with
such regul ations as the comm ssion may provide, to be used by
the seller in connection with an offering of securities in this
State after the registration of such securities has becone
effective under this act. Each person who accepts an offer to
purchase securities exenpted fromregistration by section 203
(d), (f), (p) or (r), directly froman issuer or affiliate of an
i ssuer shall have the right to withdraw his acceptance w t hout
incurring any liability to the seller, underwiter (if any) or
any ot her person, within two business days after he enters into
a binding contract of purchase, or makes any paynent for the
securities being offered or the exenption becones effective,
whi chever is later.

Section 208. Denial, Suspension, and Revocation of
Regi strations.--(a) The conm ssion nay issue a stop order
denying effectiveness to, or suspending or revoking the

ef fectiveness of, any registration statenment if it finds that
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the order is in the public interest and that:

(i) The registration statenent as of its effective date or
as of any earlier date in the case of an order denying
ef fectiveness, or any anendnent filed under section 207 (l) as
of its effective date, or any report under section 207 (k) is
inconplete in any material respect or contains any statenent
which was, in the light of the circunstances under which it was
made, false or msleading with respect to any material fact, or
omtted to state a material fact necessary in order to make the
statenments made, in the light of the circunstances under which
t hey are made, not m sl eadi ng;

(ii) Any provision of this act or any regul ation, order or
condition lawfully inposed under this act has been wilfully
violated, in connection with the offering by: (A) the person
filing the registration statenment, (B) the issuer, (C) any
partner, officer or director of the issuer, (D) any person
occupying a simlar status or performng simlar functions, (E)
any affiliate of the issuer, but only if the person filing the
registration statenent is an affiliate of the issuer, or (F) any
br oker - deal er;

(ti1) The securities are the subject of an admi nistrative
stop order or simlar order or a permanent or tenporary
i njunction of any court of conpetent jurisdiction entered under
any ot her Federal or State act applicable to the offering, but
the comm ssion may not institute a proceedi ng agai nst an
effective registration statenment under this section nore than
one year fromthe date of the order or injunction relied on, and
it my not enter an order under this section on the basis of an
order or injunction entered under any other state act unless

that order or injunction was based on facts which would
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currently constitute a ground for a stop order under this act;

(iv) The issuer's enterprise or nethod of business includes
or would include activities which are illegal where perforned;

(v) The offering has been or would be made wi th unreasonabl e
amounts of underwriters' and sellers' discounts, comm ssions or
ot her conpensation, or pronoters' profits or participation, or
unr easonabl e anounts or kinds of options, or has worked or
tended to work a fraud upon purchasers or would so operate,
provi ded that any underwiting conpensati on approved by a
national securities association registered under the Securities
Exchange Act of 1934 with respect to the underwiting activities
of its menbers shall not be deenmed unreasonabl e under this
secti on;

(vi) The applicant or registrant has failed to pay the
proper filing fee; but the conm ssion may only enter a deni al
order under this subsection, and it shall vacate any such order
when the deficiency has been corrected; or

(vii) Advertising prohibited by section 606 has been used in
connection with the sale or offering of the securities.

(b) The conmmi ssion nay not institute a stop order proceedi ng
agai nst an effective registration statenent on the basis of a
fact or transaction known to it when the registration statenent
becanme effective unless the proceeding is instituted within
thirty days after effectiveness.

(c) The conm ssion nay issue a sumrary order denying,
post poni ng, suspending or revoking the effectiveness of a
regi stration statenent pending final determ nation of any
proceedi ng under this section. Upon the entry of the order, the
commi ssion shall pronptly notify each person specified in

subsection (d) that it has been entered and the reasons therefor
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and that within fifteen days after the receipt of a witten
request the matter will be set down for hearing. If no hearing
is requested or ordered, the conm ssion, after notice of and
opportunity for hearing to each person specified in subsection
(d); may nodify or vacate the order or extend it until final
det erm nati on.

(d) No stop order may be entered under this section except
under subsection (c) wi thout appropriate prior notice to the
applicant or registrant, the issuer and the person on whose
behal f the securities are to be or have been offered;
opportunity for hearing; and witten findings of fact and
concl usi ons of | aw.

(e) The conm ssion nay vacate or nodify a stop order if it
finds that the conditions which pronpted its entry have changed
or that it is otherwise in the public interest to do so.

Section 209. Books, Records and Accounts.--Every issuer
regi stering securities for sale in this State or who has sold
securities in this State pursuant to an exenption contained in
section 202 (e), 203 (d), 203 (p) or 203 (r) shall at all times
keep and naintain a conplete set of books, records, and accounts
of such sales and the disposition of the proceeds thereof for a
period of three years following the |ast sale of securities in
this State or one year after the disposition of all proceeds,
whi chever is |longer, and shall thereafter, at such tinmes as are
required by the conm ssion, nmake and file in the office of the
commi ssion, a report, setting forth the securities sold by it
under such registration or exenption, the proceeds derived
therefrom and the di sposition thereof.

PART |11
REG STRATI ON OF BROKER- DEALERS, AGENTS
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AND | NVESTMENT ADVI SERS

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

(a) It is unlawful for any person to transact business in
this State as a broker-deal er or agent unless he is registered
under this act.

(b) It is unlawful for any broker-dealer or issuer to enploy
an agent to represent himin this State unless the agent is
regi stered under this act. The registration of an agent is not
effective during any period when he is not associated with a
speci fied broker-deal er registered under this act or a specified
i ssuer. No agent shall at any tinme represent nore than one
br oker-deal er or issuer, except that where affiliated
organi zati ons are regi stered broker-deal ers, an agent may
represent one or nore of such organi zati ons. \When an agent
begins or term nates a connection with a broker-deal er or
i ssuer, or begins or term nates those activities which nmake him
an agent, the agent as well as the broker-deal er or issuer shal
pronptly notify the conm ssion. The conm ssion may adopt a
tenporary registration procedure to permt agents to change
enpl oyers wi t hout suspension of their registrations hereunder.

(c) It is unlawful for any person to transact business in
this State as an investnent adviser unless he is so registered
or registered as a broker-deal er under this act or unless he is
exenpt ed under section 302 (d).

(d) It is unlawful for any licensed broker-deal er, agent or
i nvestment adviser to effect a transaction in securities,
directly or indirectly, inthis State if the registrant is in
violation of this act, or any regulation or order promnul gated

under this act of which he has notice, if such violation (i) is
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a material violation; (ii) relates to transactions effected in
this State; and (iii) has been committed by such registrant, or
if the information contained in his application for
registration, as of the date of such transaction, is inconplete
in any material respect or is false or msleading with respect
to any material fact.

(e) Every registration expires two years fromits effective
date unl ess renewed. The conm ssion by regul ati on may prepare an
initial schedule for registration renewals so that subsequent
renewal s of registrations effective on or after April 1, 1972
may be staggered. For this purpose the comm ssion may adjust the
registration fee proportionately. No registration is effective
after its expiration, unless a renewal application has been
timely filed, and expiration of a registration for which no
renewal application has been filed is deenmed an application for
wi t hdrawal under section 305 (f).

Section 302. Exenptions.--The follow ng persons shall be
exenpted fromthe registration provisions of section 301:

(a) A broker-deal er registered under the Securities Exchange
Act of 1934, who has not previously had any certificate denied
or revoked under this act or any predecessor statute, if he has
no place of business in this State and, during any period of
twel ve consecutive nonths, he does not direct offers to sell or
buy into this State in any manner to persons other than broker-
deal ers, institutional investors or governnental agencies and
other instrunentalities designated by regul ation of the
conmi ssion, or to nore than five other custoners in this State,
whet her or not the offeror or any of the offerees is then
present in this State.

(b) An agent in so far as he effects transactions on behal f
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of a broker-dealer who is exenpted by the provisions of
subsection (a).

(c) A bank not registered as a broker-deal er under this act
executing orders for the purchase or sale of securities for the
account of the purchaser or seller thereof.

(d) A person registered under the Investnent Advisers Act of
1940, who has not previously had any certificate denied or
revoked under this act or any predecessor statute, if (i) his
only clients in this State are other investnent advisers,
br oker-deal ers, institutional investors or governnental agencies
and other instrunentalities designated by regul ation of the
comm ssion, or (ii) during any period of twelve consecutive
nont hs he does not direct business conmunications into this
State in any manner to nore than five clients other than those
specified in clause (i) above, whether or not he or any of the
persons to whomthe conmuni cations are directed is then present
in this State.

(e) Any bona fide officer, director, partner or enploye of
an issuer, or an individual occupying simlar status or
performng simlar functions, if such person does not receive
any conpensation, directly or indirectly, for his activities on
behal f of an issuer in connection with any security or
transacti on except those exenpted under section 202 or 203.

(f) The conm ssion nmay by such regulations as it deens
necessary or appropriate in the public interest or for the
protection of investors, either unconditionally or upon
specified terms and conditions or for specified periods, exenpt
fromthe provisions of section 301 any class of persons
specified in such regul ati ons.

Section 303. Registration Procedure.--(a) (i) A broker-

19720H1970B3540 - 38 -



© 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

deal er, agent, or investnent adviser may obtain an initial or
renewal license by filing with the conmm ssion an application
together with a consent to service of process pursuant to
section 701. The application shall contain such information, and
in such detail, as the comm ssion by rule requires concerning
the applicant's formand place of organi zation, proposed nethod
of doi ng business, and financial condition, the qualifications
and experience of the applicant, including, in the case of a

br oker-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 adm nistrative order or conviction
referred to in section 305 (a) (ii), information about
affiliates or predecessors of the applicant, and any ot her
matters which the comm ssion determines are relevant to the
appl i cation.

(ii) If no denial order is in effect and no proceeding is
pendi ng under section 305, the registration beconmes effective on
the thirtieth day after the filing of the application therefor
or any material amendnent thereto, or on such earlier date as
the comm ssion may order. The conmission is directed to
cooperate with other securities adm nistrators and regul atory
authorities to sinplify and coordi nate registration, application
and renewal procedures.

(b) A registered broker-deal er or investnent adviser may
file an application for registration of a successor, whether or
not the successor is then in existence, for the unexpired
portion of the registrant's term There shall be no filing fee.

(c) The conm ssion nmay by regul ation prescribe standards of

qualification with respect to training, experience and know edge
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of the securities business and provide for an exam nation, which
may be written or oral or both, to be taken by any class of or
all applicants, as well as persons who represent or wll
represent an investnent adviser, and the comm ssion may by order
require an exam nation of a licensed broker-deal er, agent or

i nvest ment advi ser for due cause.

(d) The conm ssion nmay by regulation require a m nimm
capital for broker-deal ers and investnent advisers and establish
[imtations on aggregate indebtedness of broker-dealers in
relation to net capital and may cl assify broker-deal ers and
i nvest ment advi sers for purposes of such requirenments. The
conmi ssion may not, however, with respect to any broker-deal er
who is a nmenber of the National Association of Securities
Dealers, Inc. or who is registered with the Securities and
Exchange Conmi ssion require a higher mninmumcapital or |ower
rati o of aggregate indebtedness to net capital than is contained
in the rules or regul ations adopted by such associ ation or
conmmi ssi on.

(e) The conmi ssion may by regulation require surety bonds to
be posted by any broker-deal er, investnent adviser, and any
i ssuer who enpl oys agents in connection with any security or
transacti on not exenpted by section 202 or 203 in an anount not
exceedi ng ten thousand dollars ($10,000), and all bonds required
shall provide for suit thereon by injured custonmers, clients or
pur chasers, but no bond may be required of any registered
br oker - deal er or investnent adviser whose net capital exceeds
t he amount prescribed in this section 303 or by regulation for
this purpose. Such bond, unless cancelled as provi ded herein,
shall be in effect during the entire period that a registration

is in effect. Every bond shall contain a provision that such

19720H1970B3540 - 40 -



© 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

bond is not cancell able, except on thirty-days prior witten
notice to the person by whomthe bond was posted and the

conmm ssion, provided that such cancellation shall not affect any
l[iability incurred or accrued prior to the effective date of
such cancel | ati on.

Section 304. Post-Registration Provisions.--(a) Every
regi stered broker-deal er and i nvestnent adviser shall make and
keep all accounts, correspondence, nenoranda, papers, books and
ot her records which the comm ssion by regul ati on prescribes. Al
records required shall be preserved for three years unless the
conmmi ssion by regul ati on prescribes otherw se for particul ar
types of records. Al required records shall be kept within this
State or shall, at the request of the conm ssion, be made
avai l able at any tinme for examnation by it either in the
principal office of the registrant or by production of exact
copies thereof in this State.

(b) Every registered broker-deal er and investnent adviser
shall file such financial reports as the conm ssion by
regul ati on prescri bes.

(c) If the information contained in any docunent filed with
the comm ssion is or becones inaccurate or inconplete in any
mat eri al respect, the registrant shall pronptly file a
correcting anendnent.

(d) The conm ssion shall make periodi c exam nations, within
or without this State, of each broker-deal er and investnent
advi ser at reasonable tinmes and in reasonabl e scope. These
exam nations may be made without prior notice to the broker-
deal er or investnent adviser. For the purpose of avoiding
unnecessary duplication of exam nations, the comm ssion, in so

far as it deens it practicable in admnistering this subsection,
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shall cooperate with securities adm nistrators of other states,
the Securities and Exchange Conm ssion, and any nati onal
securities exchange or national securities association

regi stered under the Securities Exchange Act of 1934 or any

ot her departnent or agency of this State.

(e) The conm ssion nmay by regul ati on prohibit unreasonabl e
charges, conmm ssions or other conpensation of broker-deal ers and
i nvest ment advi sers, provided that any charges, conmm ssions, or
ot her conpensation consistent with rates set by a national
securities exchange, when applied to transactions on that
exchange, or by the Securities and Exchange Conmmi ssion or
national securities association registered under the Securities
Exchange Act of 1934, shall not be deened unreasonabl e under
this section. Any underwiting conpensation permtted by a
national securities association registered under the Securities
Exchange Act of 1934 with respect to the underwiting activities
of its menbers shall not be deenmed unreasonabl e under this
secti on.

(f) The conm ssion nay prescribe rules which it finds
appropriate in the public interest and for the protection of
i nvestors for the conduct of business by broker-deal ers and
i nvest ment advi sers who are not nenbers of the National
Associ ation of Securities Dealers, Inc. or any other national
securities association registered under the Securities Exchange
Act of 1934, which associ ation has adopted rul es of conduct.

(g) Al broker-dealers and investnent advisers registered
her eunder shall display copies of their currently effective
| icenses, bearing the seal of the comm ssion, prominently in
each place of business within this State. Each such certificate

shall contain the nanmes of such persons as the comm ssion shal
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by rul e provide.

Section 305. Denial, Suspension and Revocation of
Regi stration.--(a) The comm ssion may, 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:

(i) Has, in any application for registration or in any
report required to be filed with the comm ssion under this act,
or in any proceeding before the conm ssion, wilfully nmade or
caused to be made any statenent which was at the tine and in the
I ight of the circunstances under which it was nmade fal se or
m sl eading with respect to any nmaterial fact, or has wilfully
omtted to state in any such application, report or proceeding,
any material fact which is required to be stated therein or
necessary in order to nake the statenents nade, in the |ight of
t he circunstances under which they are nade, not m sl eading, or
has wilfully failed to amend or suppl enent such an application,
report or statement in a tinely manner in accordance with rul es
whi ch nmay be adopted by the comm ssion; or

(ii) Has, within ten years of the date of the comm ssion's
action, been either (A) convicted of a felony or m sdeneanor, or
(B) held liable in a civil action by final judgnent of a court
based upon conduct show ng noral turpitude, and the comr ssion
finds that any such felony, m sdenmeanor or civil action (I)

i nvol ved the purchase or sale of any security, or any other
aspect of the securities business, (Il1) arose out of the conduct
of the business of a broker-dealer, investnment adviser or issuer

with respect to a security or transaction not exenpt under
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section 202 or 203, (I11) involved enbezzl enent, fraudul ent
conversion or msappropriation of property, funds or securities,
or (1V) involved the violation of section 1341, 1342 or 1343 of
Title 18 of the United States Code; or

(iti1) Is permanently or tenporarily enjoined by any court of
conpetent jurisdiction fromengaging in or continuing any
conduct or practice involving any aspect of the securities
busi ness or invol ving fraudul ent conduct in the banking or
i nsurance busi ness; or

(iv) Is subject to any currently effective order or order
entered within the past five years of the Securities and
Exchange Conmi ssion or the securities adm nistrator of any other
state denying registration to or revoking or suspending the
regi stration of such person as a broker-deal er, agent or
i nvestment adviser or is subject to any currently effective
order of any national securities association or national
securities exchange (as defined in the Securities Exchange Act
of 1934) suspending or expelling such person from nmenbership in
such associ ation or exchange, or is the subject of a currently
effective United States Postal Service fraud order; but the
conmi ssion may not institute a revocation or suspension
proceedi ng under this subsection on the basis of an order under
anot her state |aw nore than one year after term nation of the
effecti veness of the order relied on and unl ess the order was
based on facts which would currently constitute grounds for an
order under this section; 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 Investnent Advisers Act of 1940, the

I nvest ment Conpany Act of 1940 or this act, or any predecessor
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law, or of any rule or regulation under any of such statutes; or

(vi) Has wilfully aided, abetted, counsel ed, comuanded,
i nduced, or procured the violation by any other person of any of
the statutes or rules or regulations referred to in subsection
(v); or

(vii) Has failed reasonably to supervise his agents, if he
is a broker-dealer, or his enployes, if he is an investnent
advi ser, but no person shall be deenmed to have failed in such
supervision if there have been established procedures, and a
system for applying such procedures, which would reasonably be
expected to prevent and detect, in so far as practicable, any
viol ation of statutes, rules or orders described in subsection
(v) and if such person has reasonably discharged the duties and
obl i gations i ncunbent upon him by reason of such procedures and
system wi t hout reasonabl e cause to believe that such procedures
and system were not being conplied with; or

(viii) Is the subject of a currently effective order of the
conmmi ssi on denyi ng, suspending or revoking his registration in
any ot her capacity under this act; or

(i1 x) Has engaged in dishonest or unethical practices in the
securities business or has taken unfair advantage of a custoner;
or

(x) Is insolvent, either in the sense that his liabilities
exceed his assets or in the sense that he cannot neet his
obligations as they mature, or is in such financial condition
t hat he cannot continue in business with safety to his
custoners, or has not sufficient financial responsibility to
carry out the obligations incident to his operations provided
that the comm ssion has made a specific finding of insolvency,

absence of safety or insufficient financial responsibility; or
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(xi) Is not qualified on the basis of such factors as
trai ning, experience and know edge of the securities business;
except as otherw se provided in subsection (b); or

(xii) Is selling or has sold, or is offering or has offered
for sale, in this State securities through any unregistered
agent required to be registered under this act or for any
br oker-deal er or issuer with know edge that such broker-deal er
or issuer had not or has not conplied with this act; or

(xiii) Has made any material msrepresentation to or
wi t hhel d or concealed fromor onmtted to state to the conmm 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 eading, or has
refused to furnish informati on reasonably requested by the
conmmi ssi on.

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

(1) The conm ssion nay not enter an order agai nst a broker-
deal er on the basis of the |ack of qualification of any person
ot her than (A) the broker-dealer hinself if he is an individual,
or (B) an agent of the broker-dealer.

(ii) The comm ssion may not enter an order agai nst 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 nvest ment advi ser.

(ti1) The comm ssion nmay not enter an order solely on the
basis of |ack of experience if the applicant or registrant is

qualified by training or know edge or both.

19720H1970B3540 - 46 -



(iv) The comm ssion shall consider that an agent who will
wor k under the supervision of a registered broker-deal er need
not have the same qualifications as a broker-dealer.

(v) The conm ssion shall consider that an investnent adviser
is not necessarily qualified solely on the basis of experience
as a broker-dealer or agent. Wien it finds that an applicant for
initial or renewal registration as a broker-dealer is not
gqualified as an investnent adviser, it may by order condition
the applicant's registration as a broker-deal er upon his not
transacting business in this State as an investnent advi ser.

(vi) The comm ssion may by rule provide for an exani nati on,
which nay be witten or oral or both, to be taken by any cl ass
of or all applicants, as well as persons who represent or wll
represent an investnment adviser in doing any of the acts which
make him an investnent adviser.

(c) The conmi ssion nay not institute a suspension or
revocati on proceeding on the basis of a fact or transaction
known to it when the registration becane effective unless the
proceeding is instituted within thirty days after such effective
dat e.

(d) The conm ssion nay by order summarily deny, postpone or
suspend an application for registration pending final
determ nati on of any proceedi ng under this section. Upon the
entry of the order, the comm ssion shall pronptly notify the
applicant or registrant, as well as the enployer or prospective
enpl oyer if the applicant or registrant is an agent, that it has
been entered and of the reasons therefor and that within fifteen
days after the receipt of a witten request the matter will be
set down for hearing. If no hearing is requested and none is

ordered by the comm ssion, the order will remain in effect until
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it is nodified or vacated by the commssion. If a hearing is
requested or ordered, the commi ssion, after notice of and
opportunity for hearing, may nodify or vacate the order or
extend it until final determ nation.

(e) If the commission finds that any regi strant or applicant
is no longer in existence or has ceased to do business as a
br oker - deal er, agent or investnent adviser, or is subject to an
adj udi cati on of nmental inconpetence or to the control of a
comm ttee, conservator or guardian, or cannot be |ocated after
reasonabl e search, the comm ssion may by order revoke the
regi stration or deny the application.

(f) Wthdrawal fromthe status of a registered broker-
deal er, agent or investnent adviser becones effective on the
thirtieth day after receipt of an application to withdraw, or
wi thin such shorter period as the commi ssion determ nes, unless
a revocation or suspension proceeding is pending before the
conmmi ssi on 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, wthdrawal becones effective at such tine and upon
such conditions as the conm ssion by order determnes. If no
proceeding is so pending or instituted and wi thdrawal
automatically becones effective, the comrmission may institute a
revocati on or suspension proceedi ng under subsection (a) (ii)
wi thin one year after w thdrawal becane effective and enter a
revocati on or suspension order as of the last date on which the
registration was in effect.

(g) No order may be entered under this section except under

subsection (d) wi thout appropriate prior notice to the applicant
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or registrant as well as the enployer or prospective enployer if
the applicant or registrant is an agent, opportunity for hearing
and witten findings of fact and conclusions of law. In cases of
deni al orders, such findings and concl usions shall be provided
only if requested by the applicant.

Section 306. Prohibited Enploynment.--(a) It is unlawful for
any person, as to whom an order suspending or revoking his
registration is in effect, willfully to becone or to be enpl oyed
in any capacity by any broker-deal er or investnment adviser or in
the position of agent for an issuer w thout the consent of the
comm ssion; and it is unlawful for any broker-deal er, investnent
advi ser or issuer to permt such a person to becone or to renmain
a person enployed by himw thout the consent of the comr ssion
i f such broker-deal er, investnent adviser or issuer knew, or in
t he exercise of reasonable care should have known, of such
or der.

(b) No issuer (except for a broker-deal er registered
her eunder) shall enploy any person as an agent hereunder if such
i ssuer knew, or in the exercise of reasonable care should have
known, that such person has at any tinme within the twelve
previ ous nonths participated in this State as an agent, officer
or director of another issuer in the sale of securities of that

i ssuer, which securities were registered under section 205 or

206.
PART |V
FRAUDULENT AND PROCHI Bl TED PRACTI CES
Section 401. Sales and Purchases.--I1t is unlawful for any

person, in connection with the offer, sale or purchase of any
security in this State, directly or indirectly:

(a) To enploy any device, schene or artifice to defraud;
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(b) To make any untrue statenent of a material fact or to
omt to state a material fact necessary in order to nake the
statements made, in the light of the circunstances under which
t hey are made, not m sl eading; or

(c) To engage in any act, practice or course of business
whi ch operates or would operate as a fraud or deceit upon any
per son.

Section 402. Market Manipulation.--It is unlawful for any
person, directly or indirectly, in this State:

(a) For the purpose of creating a false or m sl eading
appearance of active trading in a security or a false or
m sl eadi ng appearance with respect to the narket for a security:

(i) to effect any transaction in the security which invol ves
no change in the beneficial ownership thereof; or

(i1i) to enter any order or orders for the purchase (or sale)
of the security with the know edge that an order or orders of
substantially the sanme size, at substantially the sane tinme, and
at substantially the sane price for the sale (or purchase) of
the security, have been or will be entered by or for the sanme or
affiliated persons;

(b) To effect, alone or with one or nore other persons, a
series of transactions in any security creating actual or
apparent active trading in the security or raising or depressing
the price of the security for the purpose of inducing the
purchase or sale of the security by others; or

(c) To induce the purchase or sale of any security by the
circulation or dissem nation of information to the effect that
the price of the security will or is likely to rise or fal
because of narket operations of any one or nore persons

conducted for the purpose of raising or depressing the price of
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the security, if he is selling or offering to sell or purchasing
or offering to purchase the security or is receiving a
consideration, directly or indirectly, fromany such person.

Section 403. Prohibited Transactions; Broker-dealers and
Agents.--No broker-deal er or agent shall effect any transaction
in, or induce or attenpt to induce the purchase or sale of, any
security in this State by neans of any mani pul ati ve, deceptive
or other fraudul ent schene, device, or contrivance, fictitious
guotation, or in violation of this act or any regulation or
order hereunder.

Section 404. Prohibited Activities; Investnment Advisers.--It
is unlawful for any investnent adviser, directly or indirectly,
in this State:

(a) To enploy any device, schene, or artifice to defraud any
client or prospective client.

(b) To engage in any transaction, practice, or course of
busi ness which operates as a fraud or deceit upon any client or
prospective client.

(c) Acting as principal for his own account, knowingly to
sell any security to or purchase any security froma client for
whom he is acting as investnent adviser, or, acting as broker
for a person other than such client, knowingly to effect any
sal e or purchase of any security for the account of such client,
wi t hout disclosing to such client in witing before the
conpl etion of the transaction the capacity in which he is acting
and obtaining the witten consent of the client to such
transacti on.

(d) To engage in any act, practice, or course of business
whi ch is fraudul ent, deceptive, or manipul ative.

(e) To represent that he is an investnent counsel or to use
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the nane "investnment counsel” as descriptive of his business
unl ess his principal business consists of acting as investnent
advi ser and a substantial part of his business consists of
rendering investnent advisory services on the basis of the

i ndi vi dual needs of his clients.

(f) Unless an adviser is registered as a broker-deal er under
this act, to take and have custody of any securities or funds of
any client if he fails to nmeet such requirenents therefor as may
be prescribed by the comm ssion by regul ation.

Section 405. Contract Requirenents.--I1t is unlawful for any
i nvestment adviser to enter into, extend, or renew any
i nvestment advi sory contract unless it provides in witing:

(1) that the investnent adviser shall not be conpensated on
the basis of a share of capital gains upon or capital
appreciation of the funds or any portion of the funds of the
client;

(2) that no assignnment of the contract nay be nade by the
i nvest ment advi ser without the consent of the other party to the
contract; and

(3) that the investnent adviser, if a partnership, shal
notify the other party to the contract of any change in the
menbership of the partnership within a reasonable tinme after the
change.

Cl ause (1) does not prohibit an investnent advisory contract
whi ch provides for conpensation based upon the total value of a
fund averaged over a definite period, or as of definite dates or
taken as of a definite date, or in any other manner permtted by
t he I nvestnent Advisers Act of 1940, and the rules and
regul ati ons promul gated t hereunder or any contract for the

rendering of investnent advisory services to an institutional
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i nvestor. "Assignnent," as used in clause (2), includes any
direct or indirect transfer or hypothecation of an investnent
advi sory contract by the assignor or of a controlling bl ock of
t he assignor's outstanding voting securities by a security
hol der of the assignor; but, if the investnent adviser is a
partnership, no assignnent of an investnment advisory contract is
considered to result fromthe death or withdrawal of a mnority
of the menbers of the investnment adviser having only a mnority
interest in the business of the investnment adviser, or fromthe
adm ssion to the investnent adviser of one or nore nenbers who,
after adm ssion, will be only a mnority of the nmenbers and w ||
have only a mnority interest in the business.

Section 406. Inside Information.--1t is unlawful for an
i ssuer or any person who is an officer, director, or affiliate
of an issuer or any other person whose relationship to the
i ssuer gives himaccess, directly or indirectly, to materi al
i nformati on about the issuer not generally available to the
public, to purchase or sell any security of the issuer in this
State at a tine when he knows material information about the
i ssuer gained fromsuch relationship, which information (a)
woul d significantly affect the market price of that security;
(b) is not generally available to the public; and (c) he knows
is not intended to be so avail able, unless he has reason to
believe that the person selling to or buying fromhimis also in
possessi on of the informtion.

Section 407. Msleading Filings; Msrepresentations of
Conmmi ssion Approval.--(a) It is unlawful for any person to make
or cause to be made, in any docunent filed with the comr ssion
or in any proceeding under this act, any statenment which is, at

the tinme and in the light of the circunstances under which it is
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made, false or msleading in any material respect or, in
connection with such statenment, to omt to state a material fact
necessary in order to nake the statenents nade, in the |ight of
t he circunstances under which they are nmade, not m sl eadi ng.

(b) It is unlawful for any person registered as a broker-
deal er, agent or investnent adviser under this act to represent
or inply in any manner whatsoever that such person has been
sponsored, recomrended, or approved or that his abilities or
qgual i fications have in any respect been passed upon by the
comm ssion. Nothing in this section prohibits a statenent (other
than in a paid advertisenent) that a person is registered under
this act, if such statement is true in fact and if the effect of
such registration is not m srepresent ed.

(c) (i) Neither the fact that an application for
regi stration of securities under this act has been filed nor the
fact that such application beconmes effective constitutes a
finding by the comm ssion that any docunent filed under this act
is true, conplete or not m sleading. Neither any such fact nor
the fact that an exenption is available for a security or a
transacti on neans that the comm ssion has passed upon the nerits
or qualifications of, or reconmended or given approval to any
person, security or transaction.

(i) 1t is unlawful to nmake, or cause to be made, to any
prospective purchaser or any other person, any representation
i nconsistent with clause (i) of this subsection.

PART V
ENFORCEMENT

Section 501. Civil Liabilities.--(a) Any person who: (i)

offers or sells a security in violation of section 407 (c) or at

any time when such person has conmtted a material violation of
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section 301, or any regulation relating to either section 301 or
407 (c), or any order under this act of which he has notice; or
(1i) offers or sells a security in violation of sections 401,
403, 404 or otherw se by nmeans of any untrue statenent of a
material fact or any om ssion to state a material fact necessary
in order to make the statenments made, in the light of the

ci rcunst ances under which they are made, not m sl eading, the

pur chaser not knowi ng of the untruth or om ssion, and who does
not sustain the burden of proof that he did not know and in the
exerci se of reasonable care could not have known of the untruth
or omi ssion, shall be liable to the person purchasing the
security fromhim who nay sue either at law or in equity to
recover the consideration paid for the security, together wth
interest at the legal rate fromthe date of paynent, |ess the
anount of any inconme or distributions, in cash or in kind,
received on the security, upon the tender of the security, or
for damages if he no | onger owns the security. Damages are the
anount that woul d be recoverable upon a tender |ess the val ue of
the security when the purchaser disposed of it, plus interest at
the legal rate fromthe date of disposition. Tender shal

require only notice of willingness to exchange the security for
t he amount specified. Any notice may be given by service as in
civil actions or by certified mail addressed to the |ast known
address of the person |iable.

(b) Any person who purchases a security in violation of
sections 401, 403, 404 or otherw se by neans of any untrue
statement of a material fact or any om ssion to state a nmateri al
fact necessary in order to make the statenents made, in |ight of
t he circunstances under which they are nmade, not m sl eadi ng,

shall be liable to the person selling the security to him who
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may sue either at law or in equity to recover the security, plus
any inconme or distributions, in cash or in kind, received by the
pur chaser thereon, upon tender of the consideration received, or
for damages if the purchaser no | onger owns the security.
Danages are the excess of the value of the security when the

pur chaser disposed of it, plus interest at the legal rate from
the date of disposition, over the consideration paid for the
security. Tender requires only notice of willingness to pay the
anount specified in exchange for the security. Any notice may be
given by service as in civil actions or by certified nmail to the
| ast known address of the person |iable.

(c) Any person who wilfully participates in any act or
transaction in violation of section 402 shall be liable to any
ot her person who purchases or sells any security at a price
whi ch was affected by the act or transaction for the damages
sustained as a result of such act or transaction. Danages shal
be the difference between the price at which the other person
pur chased or sold securities and the market val ue which the
securities would have had at the tinme of his purchase or sale in
t he absence of the act or transaction, plus interest at the
| egal rate.

(d) Any investnment adviser who violates section 405 shall be
liable to the other party to the investnent advisory contract
for all fees paid under such contract to the investnent adviser,
| ess any profits earned by such party through transactions
effected as a result of advice given under the contract, plus
interest at the legal rate. In addition, either party may, at
any time, declare the contract null and void as of the date of
such decl arati on.

(e) Any person who violates section 406 shall be liable to
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t he person who purchases a security fromhimor sells a security
to himin violation of section 406, for damages equal to the
di fference between the price at which such security was
pur chased or sold and the market val ue which such security woul d
have had at the tine of the purchase or sale if the infornmation
known to the defendant had been publicly dissem nated prior to
that time and a reasonable tinme had el apsed for the narket to
absorb the information, plus interest at the legal rate, unless
t he def endant proves that the plaintiff knew the information or
that the plaintiff would have purchased or sold at the sane
price even if the information had been revealed to him

Section 502. Violation of Registration Requirenents.--Any
person who viol ates section 201 or any material condition
i nposed under section 206 or 207 shall be liable to the person
purchasing the security offered or sold in violation of section
201 fromhimwho may sue either at law or in equity to recover
the consideration paid for the security, together with interest
at the legal rate fromthe date of paynent, |ess the anount of
any inconme or distributions, in cash or in kind, received on the
security, upon the tender of the security, or for damages if he
no | onger owns the security. Danages shall be the anount that
woul d be recoverabl e upon a tender |ess the value of the
security when the purchaser disposed of it and interest at the
|l egal rate fromthe date of disposition. Any person on whose
behal f an offering is nmade and any underwriter of the offering,
whet her on a best efforts or a firmconm tnent basis, shall be
jointly and severally |iable under this section, but in no event
shall any underwiter be liable in any suit or suits authorized
under this section for damages in excess of the total price at

whi ch the securities underwitten by himand distributed to the
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public were offered to the public. Tender requires only notice
of willingness to exchange the security for the anobunt
speci fied. Any notice may be given by service as in civil
actions or by certified nmail addressed to the |ast known address
of the person |iable. No person shall be liable under this
section if the sale of the security is registered prior to the
paynent or receipt of any part of the consideration for the
security sold, even though an offer to sell or a contract of
sal e may have been nade or entered into w thout registration.

Section 503. Joint and Several Liability; Contribution;
Corporation's Right of Indemification.--(a) Every affiliate of
a person |iable under section 501 or 502, every partner,
princi pal executive officer or director of such person, every
person occupying a simlar status or performng simlar
functions, every enploye of such person who materially aids in
the act or transaction constituting the violation, and every
br oker - deal er or agent who materially aids in the act or
transaction constituting the violation, are also liable jointly
and severally with and to the sane extent as such person, unless
t he person |iable hereunder proves that he did not know, and in
t he exercise of reasonable care could not have known, of the
exi stence of the facts by reason of which the liability is
al l eged to exist.

(b) A corporation which is liable under this act shall have
a right of indemification against any of its affiliates whose
wi | ful violation of any provision of this act gave rise to such
l[iability. Al persons civilly liable under this act shall have
a right of contribution against all other persons simlarly
| i abl e, based upon each person's proportionate share of the

total liability, except that no person whose wilful violation of
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any provision of this act has given rise to any civil liability
shall have any right of contribution agai nst any other person
guilty merely of a negligent violation.

Section 504. Tinme Limtations on Rights of Action.--(a) No
action shall be maintained to enforce any liability created
under section 501 (or section 503 in so far as it relates to
that section) unless brought before the expiration of three
years after the act or transaction constituting the violation or
the expiration of one year after the plaintiff receives actual
notice or upon the exercise of reasonable diligence should have
known of the facts constituting the violation, whichever shal
first expire.

(b) No action shall be maintained to enforce any liability
created under section 502 (or section 503 in so far as it
relates to that section) unless brought before the expiration of
two years after the violation upon which it is based or the
expiration of one year after the plaintiff receives actual
notice or upon the exercise of reasonable diligence should have
known of the facts constituting such violation, whichever shal
first expire.

(c) No action shall be maintained to enforce any right of
i ndemmi fication or contribution created by section 503 unl ess
brought before the expiration of one year after final judgnent
based upon the liability for which the right of indemification
or contribution exists.

(d) No purchaser may commence an action under section 501,
502 or 503 if, before suit is comrenced, the purchaser has
received a witten offer: (i) stating the respect in which
liability under such section may have arisen and fairly advising

the purchaser of his rights; offering to repurchase the security
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for cash, payable on delivery of the security, equal to the
consideration paid, together with interest at the legal rate
fromthe date of paynent, |ess the anount of any inconme or
di stributions, in cash or in kind, received thereon or, if the
pur chaser no | onger owns the security, offering to pay the
pur chaser upon acceptance of the offer an amount in cash equal
to the damages conputed in accordance with section 501 (a); and
(ii) stating that the offer may be accepted by the purchaser at
any time within a specified period of not Iess than thirty days
after the date of receipt thereof, or such shorter period as the
conmmi ssion may by rule prescribe; and the purchaser has failed
to accept such offer in witing within the specified period.

(e) No seller may commence an action under section 501, 502
or 503 if, before suit is conmenced, the seller has received a
witten offer: (i) stating the respect in which liability under
such section may have arisen and fairly advising the seller of
his rights; (ii) offering to return the security plus the anmount
of any income or distributions, in cash or in kind, received
t her eon upon paynent of the consideration received, or, if the
pur chaser no | onger owns the security, offering to pay the
sel |l er upon acceptance of the offer an amobunt in cash equal to
t he damages conputed in accordance with section 501 (b); and
(ti1) providing that the offer nay be accepted by the seller at
any time within a specified period of not Iess than thirty days
after the date of receipt thereof, or such shorter period as the
conmi ssion may by regul ation prescribe; and the seller has
failed to accept the offer in witing within the specified
peri od.

(f) Ofers under subsection (d) or (e) of this section 504

shall be in the formand contain the informati on the conm ssi on
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by rule prescribes. Every offer under this subsection shall be
delivered to the offeree personally or sent by certified mai
addressed to himat his |ast known address. If an offer is not
performed in accordance with its terns, suit by the offeree
under section 501, 502 or 503, shall be permtted w thout regard
to subsections (d) and (e) of this section 504.

Section 505. Death of Plaintiff or Defendant.--Every cause
of action under this act survives the death of any person who
m ght have been a plaintiff or defendant.

Section 506. Limtation of Liability.--Except as explicitly
provided in this act, no civil liability in favor of any private
party shall arise against any person by inplication fromor as a
result of the violation of any provision of this act or any rule
or order hereunder. Nothing in this act shall limt any
l[iability which m ght exist by virtue of any other statute or
under common law if this act were not in effect.

Section 507. No Waiver of Right of Action.--Any condition,
stipulation or provision binding any person acquiring any
security to waive conpliance with any provision of this act or
any rule or order hereunder is void.

Section 508. Limtation on Plaintiffs.--No person nay base
any suit on any contract in violation of this act or any rule or
order hereunder if he has made or engaged in the performance of
such contract or has acquired any purported right under any such
contract with know edge of the facts by reason of which its
maki ng or performance was in violation.

Section 509. Right of Conmission to Bring Action; C ass
Actions.--(a) Wenever it appears to the conmm ssion that any
person has engaged or is about to engage in any act or practice

constituting a violation of any provision of this act or any
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rule or order hereunder, it may in its discretion bring an
action in the nane of the people of the Commonweal t h of

Pennsyl vania in the Comonwealth Court or in any of the several
courts of common pleas of Pennsylvania to enjoin the acts or
practices or to enforce conpliance with this act or any rule or
order hereunder. Upon a proper show ng, a pernmanent or
prelimnary injunction, restraining order, or wit of mandamnus
shall be granted, and a receiver or conservator my be appointed
for the defendant or the defendant's assets. The court may not
require the comm ssion to post a bond.

(b) The conm ssion nay, with the approval of the Attorney
CGeneral, include in any action authorized by subsection (a) a
claimfor restitution or danages under section 501, 502 or 503
on behalf of the persons injured by the act or practice
constituting the subject matter of the action, and the court
shall have jurisdiction to award appropriate relief to such
persons, if the court finds that enforcenent of the rights of
such persons by private civil action, whether by class action or
ot herwi se, would be so burdensonme or expensive as to be
i npractical .

Section 510. |Investigations and Subpoenas.--(a) The
conmission in its discretion:

(1) My nake such public or private investigations within or
without this State as it deens necessary to determ ne whet her
any person has violated or is about to violate this act or any
rule or order hereunder, or to aid in the enforcenent of this
act or in the prescribing of rules and forns hereunder;

(i) My, for a reasonable tinme not exceeding thirty days,

t ake possession of the books, records, accounts and other papers

pertaining to the business of any broker-deal er or investnent
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advi ser or pertaining to the activities of any issuer in
connection with any transaction in a security, whether or not
exenpt ed under section 202 or 203 and the use of any proceeds
obtai ned therefrom and place a keeper in exclusive charge of
themin the place where they are usually kept. During such
possessi on no person shall renobve or attenpt to renove any of
t he books, records, accounts, or other papers except pursuant to
a court order or with the consent of the conm ssion; but the
directors, officers, partners, and enpl oyes of the broker-

deal er, investnent adviser or issuer may exam ne them and
enpl oyes shall be permtted to nmake entries therein reflecting
current transactions.

(iiit) May require or permt any person to file a statenent
in witing, under oath or otherw se as the comm ssion
determnes, as to all the facts and circunmstances concerning the
mat t er bei ng i nvesti gat ed;

(iv) My publish information concerning any violation of
this act or any rule or order hereunder or concerning
securities, or practices in the sale thereof, which appear or
tend to be unfair, inequitable or fraudulent, but only where it
deens such publication to be in the public interest and for the
protection of investors; and

(v) My hold hearings, upon reasonable notice, in respect of
any matters arising out of the admnistration of this act.

(b) For the purpose of any investigation, hearing or
proceedi ng under this act, the conm ssion or any officer
designated by it may adm ni ster oaths and affirmati ons, subpoena
Wi t nesses, conpel their attendance, take evidence and require
t he production of any books, papers, correspondence, mnenoranda,

agreenents or other docunments or records which the comm ssion
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deens relevant or material to the inquiry.

(c) In case of contumacy by, or refusal to obey a subpoena
i ssued to, any person, the Conmonwealth Court or any of the
several courts of common pleas of Pennsylvania, upon application
by the conm ssion, may issue to the person an order requiring
himto appear before the conm ssion, or the officer designated
by it, there to produce docunentary evidence, if so ordered, or
to give evidence touching the matter under investigation or in
gquestion. Failure to obey the order of the court nmay be puni shed
by the court as a contenpt.

(d) (i) If, in a proceeding before the comm ssion, any
person shall refuse to testify or to produce evidence of any
ot her kind on the ground that his testinony or evidence nay tend
to incrimnate him that person nay be ordered to give such
testinmony. The order to testify shall not be given except upon
an order of court after a hearing in which the Attorney General
has established a need for the grant of imunity, as hereinafter
provi ded;

(ii) The Attorney Ceneral may petition the Commonweal th
Court or the court of common pleas of the county in which such
person resides (if he is a resident of this State) for an order
requiring any person to testify or produce evidence, which
petition nay be joined in by the district attorney of such
county. Such petition shall set forth the nature of the
i nvestigation and the need for the immnization of the w tness;

(ti1) No such witness shall be prosecuted or subjected to
any penalty or forfeiture, nor shall there be any liability on
the part of and no cause of action of any nature shall arise
agai nst, any such witness for or on account of any transaction,

matter or thing concerning which he is conpelled, after having
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clainmed his privilege against self-incrimnation, to testify or
produce evidence, nor shall testinony so conpelled be used as
evidence in any crimnal proceeding against himin any court;

(iv) No person so ordered to testify or to produce evi dence,
shall be exenpt from any puni shnment or forfeiture for perjury
commtted by himwhile so testifying. Such testinony shall be
adm ssi bl e against himin any crimnal action or other
proceedi ng concerni ng such perjury;

(v) Any person who shall refuse or decline to testify or
produce evidence of any other kind after being granted i mmunity
and ordered by the court shall be guilty of crimnal contenpt
and, upon conviction thereof, shall be sentenced to pay a fine
of not exceedi ng one thousand dollars ($1,000), or to undergo
i mpri sonment for a period not exceeding one year, or both.

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) knowi ng that the
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.

PART VI
ADM NI STRATI ON
Section 601. Admnistration.--(a) This act shall be

adm ni stered by the comm ssion, which shall consist of three
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conmmi ssi oners appointed by the Governor with the advice and
consent of the Senate. The commi ssioners shall hold office at

t he pl easure of the Governor and until their successors are duly
appoi nted and qualified. A quorum of the comm ssion shall be a
maj ority of the conm ssioners then serving. Any action taken at
a neeting at which a quorumof the commi ssion is present shal

be the | awful act of the conmm ssion for all purposes.

(b) The conm ssion shall also enploy a secretary, who shal
certify to all actions of the comm ssion and shall nake and keep
all files and records of proceedings before it.

(c) It is unlawful for the comm ssion or any of its officers
or enployes to use for personal benefit any information which is
filed with or obtained by the conm ssion and which is not
generally available to the public. Nothing in this act
aut hori zes the comm ssion or any of its officers or enployes to
di scl ose such confidential information except anong thensel ves
or to other securities admnistrators, regulatory authorities or
government al agenci es, or when necessary or appropriate in a
proceedi ng or investigation under this act or any other |aw of
this State. No provision of this act either creates or derogates
fromany privilege which exists at comon |aw or ot herw se when
docunentary or other evidence is sought under a subpoena
directed to the comm ssion or any of its officers or enployes.

(d) The principal office of the conm ssion shall be in
Harrisburg. It shall establish and nmaintain offices in such
ot her towns or cities throughout the State as it may, fromtine
to time, determne.

(e) The conm ssion shall adopt a seal bearing the

i nscription: "Pennsyl vania Securities Comm ssion." The seal

shall be affixed to or inprinted on all orders or certificates
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i ssued by it and such other instrunents as the conm ssion
directs. Al courts shall take judicial notice of the seal.

Section 602. Fees.--(a) The comm ssion shall charge and
collect the fees fixed in this section and remt themto the
General Fund.

(b) The filing fees for sales of securities under this act
shall be as foll ows:

(1) one hundred dollars ($100) for exenption filings under
section 203 (i), except as provided in clause (4) bel ow

(2) two hundred fifty dollars ($250) for every registration
statement filed under section 205, except as provided in clause
(4) bel ow,

(3) one hundred dollars ($100) plus one-twentieth of one per
cent of the maxi num aggregate offering price at which such
securities are offered in this State for every registration
statement filed under section 206, except that the maxi mum
filing fee shall be one thousand dollars ($1, 000);

(4) in the case of an offering of securities by an open-end
or closed-end investnment conpany, face anount certificate
conmpany or unit investment trust, as such terns are defined in
t he I nvestnent Conpany Act of 1940, the filing fee shall be the
same as specified in clause (3) above; and

(5) when a registration statenment is wi thdrawn before the
effective date or a pre-effective stop order is entered under
section 208, the conmission shall retain one hundred dollars
($100) fromthe filing fee.

(c) The fee for filing an application for exenption from
regi stration under section 203 (o) (ii) shall be two hundred
fifty dollars ($250). There shall be no filing fee for an

appl i cation under section 203 (0) (i).
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(d) Every applicant for an initial or renewal |icense under
section 301 shall pay a filing fee of two hundred fifty dollars
($250) in the case of a broker-dealer, fifty dollars ($50) in
the case of an agent and two hundred dollars ($200) in the case
of an investnent adviser. The termof an agent's registration
her eunder shall be concurrent with that of his enployer, if a
br oker - deal er. When an agent changes enployers, there shall be a
ten dollar ($10) fee; no additional registration fee shall be
paid unless the termof registration of his new enployer (if a
broker-deal er) expires after the termof his present
regi stration, in which case an additional fee, prorated to all ow
for the tine of expiration of his new enployer's registration,
shall be paid. A broker-deal er maintaining any office within
this State shall pay an additional filing fee of eighty dollars
($80) for each office. When an application is denied or
wi thdrawn or a registration revoked, the filing fee shall be
retai ned.

(e) The fee for the comm ssion's acting as an escrow hol der
for securities under section 207 is seventy-five dollars ($75).

(f) The fee for any exam nation, audit, or investigation is
t he actual anount of all salary costs and ot her conpensation
paid to the persons naking the exam nation, audit, or
i nvestigation, plus the actual anmount of expenses reasonably
incurred in the performance of the work. Such fee shall only be
payabl e by a registrant, applicant for registration, issuer or
ot her person in connection with an investigation by the
commi ssi on where such person has been found guilty of a
vi ol ation of the provisions of this act.

(g) The conmi ssion nmay fix by regulation a reasonabl e charge

for any publication issued under its authority.
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(h) The conmi ssion may fix by regul ati on reasonabl e charges
for the cost of adm nistering exam nations required for
regi stration under this act by section 301.

Section 603. Admnistrative Files.--(a) A docunent is filed
when it is received by the comm ssion.

(b) The conm ssion shall keep a register of all registrants
and registration statenments which are or have ever been
effective under this act and predecessor |laws and all denial,
suspensi on or revocation orders which have been entered under
this act and predecessor |aws. The register shall be open for
public inspection except with respect to summary suspensi ons
under sections 208 (c) and 305 (d).

(c) The information contained in or filed with any
regi stration statenent, application or report shall be made
avai l able to the public in accordance with regul ati ons
prescri bed by the conm ssion; provided that, upon proper show ng
of the registrant or issuer, the comm ssion shall treat certain
filings as confidential.

(d) The conm ssion upon request shall furnish to any person,
at a reasonabl e charge, photostatic or other copies, certified
under seal of the conmission if certification is requested, of
any entry in the register or any order or other docunent made
avai l abl e to the public under subsection (c) above.

Section 604. Interpretive OQpinions of Comm ssion.--The
comm ssion in its discretion nmay honor requests frominterested
persons for interpretive opinions and may nake such opini ons
avai l able to the public under section 603 (c).

Section 605. Conmi ssioners and Comm ssi on Enpl oyes;

Rel ationship with Licensed Persons or Qualified O ganizations.--

(a) Neither the comm ssioners nor any enploye, clerk or servant
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of the comm ssion, during their respective terns of enploynent,
shall be interested as a director, officer, sharehol der, nenber
partner, agent, or enploye of any person who, during the period
of such official's or enploye's association with the comm ssion,
(i) was licensed or applied for license as a broker-dealer,
agent or investnment adviser under this act, or (ii) applied for
or secured the registration of securities under this act.

(b) Nothing contained in subsection (a) shall prohibit the
hol di ng or purchasing of any securities by any enpl oye, clerk,
or servant in accordance with such regul ations as the conm ssion
shal | adopt for the purpose of protecting the public interest
and avoiding conflicts of interest with respect to such
enpl oyes, clerks and servant.

(c) Nothing contained in subsection (a) shall prohibit the
hol di ng or purchasing of any securities by any conm ssioner if;
either (i) the comm ssioner, together with his spouse, m nor
children and parents or other relatives who are nenbers of his
househol d, owns | ess than one-tenth of one per cent of any class
of outstanding securities of any issuer described in subsection
(a) (ii); or (ii) such security is held or purchased through a
managenent account or trust adm nistered by a bank or trust
conpany aut horized to do business in this State which has sole
i nvestment discretion regarding the hol ding, purchase and sal e
of securities, and (A) the conm ssioner did not, directly or
indirectly, advise, counsel, conmand or suggest the hol ding,
pur chase or sale of any such security or furnish any informtion
relating to any such security to such bank or trust conpany, and
(B) such account or trust does not at any tine have nore than
ten per cent of its total assets invested in the securities of

any one issuer or hold nore than five per cent of the
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out standi ng shares or units of any class of securities of any
one issuer. Each comm ssioner shall report to the Governor not
| ess often than quarterly all holdings, purchases, and sal es of
securities by him which reports shall be retained by the
Governor's office as public docunents.

Section 606. M scellaneous Powers of Comm ssion.--(a) The
conmi ssion may, by regulation, require any issuer of securities
regi stered under this act or exenpted fromregistrati on under
section 203 (d), (o), or (q), which issuer is not a reporting
conpany, to distribute financial information to its sharehol ders
at | east annually.

(b) If inits opinion the public interest and the protection
of investors, so require, the comm ssion may apply to a court of
conpetent jurisdiction for an order, suspending all trading in
this State by broker-dealers and agents in any security for any
peri od.

(c) No person shall publish in this State any adverti senment
concerning any security (other than tonbstone adverti senents
permtted under the Securities Act of 1933 and the I nvestnent
Conmpany Act of 1940 and the rules and regul ati ons promul gat ed
t her eunder) except in accordance with such rules as the
conmmi ssion may pronulgate fromtinme to tinme. No person shal
publ i sh any adverti senment concerning any security in this State
after the conm ssion finds that the adverti senent contains any
statement that is false or msleading or omts to nmake any
stat ement necessary in order to nake the statenents nade, in the
[ight of the circunstances under which they are nmade, not
m sl eadi ng and so notifies the person in witing. Such
notification may be given summarily wi thout notice or hearing.

At any tinme after the issuance of a notification under this
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section, the person desiring to use the advertisenent nay
request in witing that the order be rescinded. Upon the receipt
of such a witten request, the matter shall be set down for
hearing to commence within thirty days after such recei pt unless
t he person nmaking the request consents to a |later date. After
such hearing, the commi ssion shall determ ne whether to affirm
and continue or to rescind such order.

(d) The conm ssion nmay, by regulation, del egate any powers
specified in this act to be exercised by the comm ssion to
menbers of the commission's staff, except for powers related to
heari ngs.

Section 607. Hearings and Judicial Review --(a) Wthin
thirty days after any order has becone effective wthout a
hearing, any interested party may apply to the conmm ssion for a
hearing in respect to any matters determ ned by the order, and a
hearing shall be held within thirty days after the application
is filed. After the hearing the comm ssion may nodify the order
as it deens appropriate.

(b) Wthin thirty days after any order has becone effective
after a hearing, any interested party nay apply to the
commi ssion for a rehearing. The conm ssion may grant and hold a
rehearing if inits judgnment sufficient reasons therefor appear.
After rehearing, the conmm ssion may vacate or nodify the order,
and any order vacating the original order shall have the sane
effect as an original order. Failure to grant an application for
rehearing within thirty days fromthe date of the filing shal
constitute a denial; and failure, within fifteen days after the
conclusion of a rehearing, to issue an order affirmng, vacating
or nodifying the original order shall constitute an affirmation

of the original order.
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(c) Disciplinary hearings and rehearings shall be public
unl ess the comm ssion grants a request joined in by all parties
that the hearing be conducted privately. Investigatory hearings
shall not be open to nenbers of the general public unless al
parties to the hearing agree otherw se.

(d) Orders of the comm ssion shall be subject to judicial
review in accordance with law, but orders originally entered
wi thout a hearing may be reviewed only if the party seeking
review has requested a hearing within the tinme provided by
subsection (a).

Section 608. Injunction Procedure.--(a) No injunction shal
i ssue in any proceedi ng under this act suspending or staying any
order of the comm ssion, except upon application to the
Commonweal th Court of Pennsylvania or the presiding judge
t hereof, notice of which shall be given to the conm ssion and
other parties to the proceeding, and except after an opportunity
for a hearing thereon. No injunction shall issue in any other
proceedi ng or action, in any court, which shall have the effect
of delaying or preventing any such order from becom ng
effective, unless the parties to the proceedi ng before the
commi ssion are also parties to the court proceeding or action
and except after notice and opportunity for a hearing.

(b) No injunction shall issue in any proceedi ng under
section 607 or in any other proceeding or action suspending or
staying any order of the comm ssion or having the effect of
del ayi ng or preventing any such order from becom ng effective
unl ess an undertaking is entered into on the part of the
petitioner or plaintiff, with a surety and in the sumthe court
or the presiding judge thereof directs or approves, to the

effect that the petitioner or plaintiff will pay all damages
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whi ch any party sustains by the suspension or stay of the order
or the delay or prevention of the order's becom ng effective,
and to such other effect as the court or judge directs, and no
order or judgnment in any proceeding or action shall be stayed on
appeal therefromunless a |like undertaking is entered into by
the petitioner or plaintiff.

Section 609. Regulations, Forms and Orders.--(a) The
conmmi ssion may make, amend and rescind any regul ati ons, forns
and orders that are necessary to carry out this act, including
regul ati ons and fornms governing registration statenents,
applications and reports, and defining any terns, whether or not
used in this act, insofar as the definitions are not
inconsistent with this act. Al regulations of the conm ssion
(other than those relating solely to its interna
adm ni stration) shall be of general application and future
effect and shall be nade, anended or rescinded in accordance
with the act of June 4, 1945 (P.L.1388), known as the
"Adm nistrative Agency Law," and the act of July 31, 1968
(P.L.240), known as the "Commonweal th Docunents Law," and no
regul ation shall be effective until a public hearing is held
thereon or until thirty days after the regulation is published
pursuant to such "Conmonweal th Docunents Law." For the purpose
of rules and forns, the comm ssion may classify securities,
persons and matters within its jurisdiction, and prescribe
different requirenents for different classes. The com ssion
may, in its discretion, waive any requirenment of any regul ation
or formin situations where, in its opinion, such requirenment is
not necessary in the public interest or for the protection of
i nvestors.

(b) No regulation, formor order may be made, anmended or
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resci nded unl ess the conm ssion finds that the action is
necessary or appropriate in the public interest and for the
protection of investors and consistent with the purposes fairly
i ntended by the policy and provisions of this act.

(c) The conm ssion nmay by regulation or order prescribe the
kind, formand content of financial statenments required under
this act, the fiscal or other periods and dates for such
statenents, the circunstances under which consolidated or other
conmbi ning financial statenents shall be filed, or other
requirenents it deens necessary for financial statenent
presentation purposes, and whether any required financial
statements shall be certified by independent public or certified
accountants in good standing with this State. Al financial
statenments shall be prepared reflecting conformty with
general |y accepted accounting principles consistently applied,
unl ess variance therefromis disclosed in an acceptabl e manner,
and shall reflect pertinent disclosures by financial notes or
other form where required for that data in conpliance with
pronouncenents by recogni zed aut horitative accounting bodies or
i f applicable, by governnmental agencies, and unl ess ot herw se
permtted by regulation or order.

(d) No provision of this act inposing any liability applies
to any act done or omtted in good faith in conformty wth any
regul ation, formor order of the comm ssion, notw thstandi ng
that the regulation formor order nmay | ater be anended or
resci nded or be determned to be invalid for any reason.

(e) The conm ssion nay propose and adopt regul ati ons under
this act prior to its effective date, provided that such
regul ations do not take effect until on or after the effective

date of this act.
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Section 610. Destruction of Docunments and Records.--The
commi ssi on may make such regul ations with respect to record
retention as it nmay deem appropriate and desirabl e, consistent
with | aw

PART VI |
GENERAL PROVI SI ONS

Section 701. Service of Process.--(a) Every applicant for
regi stration under this act, and every issuer which proposes to
offer a security in this State through any person acting as
agent, shall file with the comm ssion, in such formas it by
regul ati on prescribes, an irrevocabl e consent appointing the
secretary of the conm ssion, or his successor in office, to be
his attorney to receive service of any |awful process in any
noncrimnal suit, action or proceeding against himor his
successor, executor or adm nistrator which arises under this act
or any regul ation or order hereunder after the consent has been
filed, wwth the sanme validity as if served personally on the
person filing the consent. The consent need not be filed by a
person who has filed a consent in connection with a previous
registration or license which is then in effect. Service may be
made by | eaving a copy of the process in the office of the
comm ssion, but it is not effective unless the plaintiff
pronptly sends notice of the service and a copy of the process
by registered or certified mail to the defendant or respondent
at his last address on file with the conm ssion, and the
plaintiff's affidavit of conpliance with this subsection is
filed in the case on or before the return day of the process, or
within such tinme as the court all ows.

(b) Wen any person, including any nonresident of this

State, engages in conduct prohibited or nade actionable by this
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act or any regulation or order hereunder, and he has not filed a
consent to service of process under subsection (a) and personal
jurisdiction over himcannot otherw se be obtained in this
State, that conduct shall be considered equivalent to his

appoi ntment of the secretary of the conm ssion to be his
attorney to receive service of any |awful process in any
noncrimnal suit, action or proceeding against himor his
successor, executor or adm nistrator which arises out of that
conduct and which is brought under this act or any regulation or
order hereunder, with the sanme validity as if served on him
personal ly. Service nay be nmade by | eaving a copy of the process
in the office of the conm ssion, but it is not effective unless
the plaintiff, who nay be the conm ssion in a suit, action or
proceeding instituted by it, pronptly sends notice of the
service and a copy of the process by registered or certified
mail to the defendant or respondent at his |ast known address or
t akes other steps which are reasonably cal culated to give actual
notice; and the plaintiff's affidavit of conpliance with this
subsection is filed in the case on or before the return day of
the process or within such time as the court all ows.

(c) Wen process is served under this section the court, or
the comm ssion in a proceeding before it, shall order such
continuance as is necessary to afford the defendant or
respondent reasonabl e opportunity to defend.

Section 702. Scope of Act.--(a) The provisions of this act
concerning sales and offers to sell apply to persons who sell or
offer to sell when (i) a sale or offer to sell is made in this
State or when (ii) an offer to purchase is nmade and accepted in
this State. The provisions concerning purchases and offers to

pur chase apply to persons who buy or offer to buy when (i) a
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purchase or offer to purchase is nade in this State or when (ii)
an offer to sell is made and accepted in this State.

(b) For the purpose of this section, an offer to sell or to
purchase is made in this State, whether or not either party is
then present in this State, when the offer originates fromthis
State or is directed by the offeror to this State and recei ved
by the offeree in this State; provided, however, for the purpose
of section 201 an offer to sell which is not directed to or
received by the offeree in this State is not made in this State.

(c) For the purpose of this section, an offer to purchase or
to sell is accepted in this State when acceptance is
conmuni cated to the offeror in this State, and has not
previ ously been conmunicated to the offeror, orally or in
witing, outside this State; and acceptance is comunicated to
the offeror in this State, whether or not either party is then
present in this State, when the offeree directs it to the
offeror in this State reasonably believing the offeror to be in
this State, and it is received by the offeror in this State.

(d) An offer to sell or to purchase is not nade in this
State when the publisher circulates, or there is circulated on
his behalf in this State, any bona fide newspaper or other
publication of general, regular and paid circulation which is
not published in this State, or a radio or television program
originating outside this State is received in this State.

Section 703. Statutory Policy.--(a) This act shall be so
construed as to effectuate its general purpose to make uniform
the | aw of those states which enact the "Uniform Securities Act”
and to coordinate the interpretation and adm nistration of this
act with rel ated Federal regul ation.

(b) If any provision of this act or the application thereof
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to any person or circunstance is held invalid, the invalidity
shall not affect other provisions or applications of this act
whi ch can be given effect without the invalid provision or
application, and to this end the provisions of this |law are
decl ared to be severabl e.

Section 704. Prior Law. --(a) Except as expressly provided in
this section, prior |aw exclusively governs all suits, actions,
prosecutions or proceedi ngs which are pending or may be
initiated on the basis of facts or circunstances occurring
before the effective date of this act.

(b) No civil suit or action nay be maintained to enforce any
liability under prior |aw unless brought within any period of
[imtation which applied when the cause of action accrued.

(c) Al effective certificates, orders, consents, and
regi strations under prior law, all admnistrative orders
relating to the sane and all conditions inposed upon the sane
remain in effect so long as they woul d have remai ned in effect
if this act had not been enacted. They are considered to have
been filed, entered, or inposed under this act, but are governed
by prior |aw

(d) Prior law applies in respect of any offer or sale nmade
within six nonths after the effective date of this act pursuant
to an offering begun in good faith before its effective date on
the basis of an exenption avail able under prior |aw

(e) Judicial review of all adm nistrative orders as to which
revi ew proceedi ngs have not been instituted by the effective
date of this act are governed by section 607, except that no
revi ew proceeding may be instituted unless the petition is filed
within any period of [imtation which applied to a review

proceedi ng when the order was entered and in any event within
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1 sixty days after the effective date of this act.
2 Section 705. Effective Date.--This act shal
3 GCetober—1,—1972 JANUARY 1, 1973.
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