SECURITIES ACT OF 1933
AS AMENDED

Act of May 27, 1933;
48 Stat. 74; 15 U.S. Code,
Secs. 77a-77aa, as amended.

An Act to provide full and fair disclosure of the character of securities sold in interstate and foreign
commerce and through the mails, and to prevent frauds in the sale thereof, and for other purposes.

Be it enacted by the Senate and House of Representatives of the United States of America in
Congress assembled,

SHORT TITLE

SECTION 1. This act may be cited as the “Securities Act of 1933.”

DEFINITIONS

SECTION 2. (a) When used in this title, unless the coniext otherwise requires:

(1) The term *‘security” means any note, stock, treasary siock, security future, security-based
swap, bond, debenture, evidence of indebiedness, cerficate of interest or participation in any
profit-sharing agreement, collateral-trust certificate, preorganization certificate or subscription,
transferable share, investment contract, voting-tiust certificate, certificate of deposit for a security,
fractional undivided interest in oil, gas, or efoer mineral rights, any put, call, straddle, option, or
privilege on any security, certificate of d<posit, or group or index of securities (including any
interest therein or based on the value thercof), or any put, call, straddle, option, or privilege entered
into on a national securities exchangs velating to foreign currency, or, in general, any interest or
instrument commonly known as.a “ecurity,” or any certificate of interest or participation in,
temporary or interim certificate tov. receipt for, guarantee of, or warrant or right to subscribe to or
purchase, any of the foregcing

(2) The term “per<on”’ means an individual, a corporation, a partnership, an association, a
joint-stock company: a trast, any unincorporated organization, or a government or political sub-
division thereof. As wsca in this paragraph the term “trust” shall include only a trust where the
interest or intereswc of the beneficiary or beneficiaries are evidenced by a security.

(3) The term “sale™ or “sell” shall include every contract of sale or disposition of a security or
interest in a security, for value. The term ““offer to sell,” “offer for sale,” or “offer” shall include
every attempt or offer to dispose of, or solicitation of an offer to buy, a security or interest in a security,
for value. The terms defined in this paragraph and the term “offer to buy” as used in subsection (c) of
Section 5 shall not include preliminary negotiations or agreements between an issuer (or any person
directly or indirectly controlling or controlled by an issuer, or under direct or indirect common control
with an issuer) and any underwriter or among underwriters who are or are to be in privity of contract
with anissuer (or any person directly or indirectly controlling or controlled by an issuer, or under direct
or indirect commeon control with an issuer). Any security given or delivered with, or as a bonus on
account of, any purchase of securities or any other thing, shall be conclusively presumed to constitute a
part of the subject of such purchase and to have been offered and sold for value. The issue or transfer of
a right or privilege, when originally issued or transferred with a security, giving the holder of such
security the right to convert such security into another security of the same issuer or of another person,
or giving a right to subscribe to another security of the same issuer or of another person, which right
cannot be exercised until some future date, shall not be deemed to be an offer or sale of such other
security; but the issue or transfer of such other security upon the exercise of such right of conversion or
subscription shall be deemed a sale of such other security. Any offer or sale of a security futures
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product by or on behalf of the issuer of the securities underlying the security futures product, an
affiliate of the issuer, or an underwriter, shall constitute a contract for sale of, sale of, offer for sale, or
offer to sell the underlying securities. Any offer or sale of a security-based swap by or on behalf of the
issuer of the securities upon which such security-based swap is based or is referenced, an affiliate of
the issuer, or an underwriter, shall constitute a contract for sale of, sale of, offer for sale, or offer to sell
such securities. The publication or distribution by a broker or dealer of a research report about an
emerging growth company that is the subject of a proposed public offering of the common equity
securities of such emerging growth company pursuant to a registration statement that the issuer
proposes to file, or has filed, or that is effective shall be deemed for purposes of paragraph (10) of this
subsection and Section 5(c) not to constitute an offer for sale or offer to sell a security, even if the
broker or dealer is participating or will participate in the registered offering of the securities of the
issuer. As used in this paragraph, the term “research report” means a written, electronic, or oral
communication that includes information, opinions, or recommendations with respect to securities of
an issuer or an analysis of a security or an issuer, whether or not it provides information reasonably
sufficient upon which to base an investment decision.

(4) The term “issuer’” means every person who issues or proposes to issue any security; except
that with respect to certificates of deposit, voting-trust certificates, or collateral-trust certificates, or
with respect to certificates of interest or shares in an unincorporated investment aost not having a
board of directors (or persons performing similar functions) or of the fixed, restiicied management,
or unit type, the term “issuer” means the person or persons performing the wofs and assuming the
duties of depositor or manager pursuant to the provisions of the trust or other agreement or
instrument under which such securities are issued; except that in the case of an unincorporated
association which provides by its articles for limited liability of any cr 211 of its members, or in the
case of a trust, committee, or other legal entity, the trustees o1 members thereof shall not be
individually liable as issuers of any security issued by the astociation, trust, committee, or other
legal entity; except that with respect to equipment-trust ceriicates or like securities, the term
“issuer” means the person by whom the equipment or property is, or is to be, used; and except that
with respect to fractional undivided interests in oil, gac. or other mineral rights, the term “issuer”
means the owner of any such right or of any interest 1n such right (whether whole or fractional) who
creates fractional interests therein for the purpose of public offering.

(5) The term “Commission” means the Socurities and Exchange Commission.

(6) The term ““territory”’ means Puunto Rico, the Virgin Islands, and the insular possessions of
the United States.

(7) The term “interstate comunerce” means trade or commerce in securities or any transpor-
tation or communication r=lating thereto among the several states or between the District of
Columbia or any territory o1 the United States and any state or other territory, or between any
foreign country and any state, territory, or the District of Columbia, or within the District of
Columbia.

(8) The term “registration statement” means the statement provided for in Section 6, and
includes any amendment thereto and any report, document, or memorandum filed as part of such
statement or incorporated therein by reference.

(9) The term “write”” or “written” shall include printed, lithographed, or any means of graphic
communication.

(10) The term “prospectus” means any prospectus, notice, circular, advertisement, letter, or
communication, writien or by radio or television, which offers any security for sale or confirms the
sale of any security; except that: (a) a communication sent or given after the effective date of the
registration statement (other than a prospectus permitted under subsection (b) of Section 10) shall
not be deemed a prospectus if it is proved that prior to or at the same time with such communication
a written prospectus meeting the requirements of subsection (a) of Section 10 at the time of such
communication was sent or given to the person to whom the communication was made, and (b) a
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notice, circular, advertisement, letter, or communication in respect of a security shall not be deemed
to be a prospectus if it states from whom a written prospectus meeting the requirements of Section
10 may be obtained and, in addition, does no more than identify the security, state the price thereof,
state by whom orders will be executed, and contain such other information as the Commission, by
rules or regulations deemed necessary or appropriate in the public interest and for the protection of
investors, and subject to such terms and conditions as may be prescribed therein, may permit.

(11) The term “underwriter’” means any person who has purchased from an issuer with a view
to. or offers or sells for an issuer in connection with, the distribution of any security, or participates
or has a direct or indirect participation in any such undertaking, or participates or has a participation
in the direct or indirect underwriting of any such undertaking; but such term shall not include a
person whose interest is limited to a commission from an underwriter or dealer not in excess of the
usual and customary distributors’ or sellers’ commission, As used in this paragraph the term
“jssuer” shall include, in addition to an issuer, any person directly or indirectly controlling or
controlled by the issuer, or any person under direct or indirect common control with the issuer.

(12) The term ‘‘dealer” means any person who engages either for all or part of his time,
directly or indirectly, as agent, broker, or principal, in the business of offering, buying, selling, or
otherwise dealing or trading in securities issued by another person.

(13) The term “insurance company” means a company which is organized as an insurance
company whose primary and predominant business activity is the writing of insurance or the reinsuring
of risks underwritten by insurance companies, and which is “utject to supervision by the insurance
commissioner, or a similar official or agency, of a state or torri:ory or the District of Columbia; or any
receiver or similar official or any liquidating agent for such company, in his capacity as such.

(14) The term “separate account” means an ac¢ount established and maintained by an insurance
company pursuant to the laws of any state or territ.vv of the United States, the District of Columbia, or
of Canada or any province thereof, under wkicii \ncome, gains and losses, whether or not realized, from
assets allocated to such account are, in accmaonice with the applicable contract, credited to or charged
against such account without regard to othe: income, gains, or losses of the insurance company.

(15) The term “‘accredited inv=sior” shall mean:

(i) A bank as defined in S2ction 3(a)(2) whether acting in its individual or fiduciary capacity;
an insurance company as aeliied in paragraph (13) of this subsection; an investment company
registered under the Investment Company Act of 1940 or a business development company as
defined in Section 27a)48) of that Act; a Small Business Investment Company licensed by the
Small Business AZwainisiration; or an employee benefit plan, including an individual retirement
account, which is subject to the provisions of the Employee Retirement Income Security Act of
1974, if the investment decision is made by a plan fiduciary, as defined in Section 3(21) of such
Act, which is either a bank, insurance company, or registered investment adviser; or

(i) Any person who, on the basis of such factors as financial sophistication, net worth,
knowledge, and experience in financial matters, or amount of assets under management qualifies as
an accredited investor under rules and regulations which the Commission shall prescribe.

3 G

(16) The terms “security future,” “narrow-based security index,” and “security futures prod-
uct” have the same meanings as provided in Section 3(2)(55) of the Securities Exchange Act of 1934.

(17) The terms “swap”” and “security-based swap”” have the same meanings as in section la of
the Commodity Exchange Act (7 U.S.C. 1a).

(18) The terms “purchase™ or “sale” of a security-based swap shall be deemed to mean the
execution, termination (prior to its scheduled maturity date), assignment, exchange, or similar
transfer or conveyance of, or extinguishing of rights or obligations under, a security-based swap, as
the context may require.
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revenues of less than $1,000,000,000 (as such amount is indexed for intlation every 5 years by the
Commission to reflect the change in the Consumer Price Index for All Urban Consumers published
by the Bureau of Labor Statistics, setting the threshold to the nearest 1,000,000) during its most
recently completed fiscal year. An issuer that is an emerging growth company as of the first day of
that fiscal year shall continue to be deemed an emerging growth company until the earliest of—

(19) The term “emerging growth company” means an issuer that had total annual gross .

(A) The last day of the fiscal year of the issuer during which it had total annual gross revenues
of $1,000,000,000 (as such amount is indexed for inflation every 5 years by the Commission to
reflect the change in the Consumer Price Index for All Urban Consumers published by the Bureau
of Labor Statistics, setting the threshold to the nearest 1,000,000) or more;

(B) The last day of the fiscal year of the issuer following the fifth anniversary of the date of the
first sale of common equity securities of the issuer pursuant to an effective registration statement
under this title;

(C) The date on which such issuer has, during the previous 3-year period, issued more than
$1,000,000,000 in non-convertible debt; or

(D) The date on which such issuer is deemed to be a “large accelerated fils1,” as defined in
Section 240.12b-2 of Title 17, Code of Federal Regulations, or any successor Jhereto.

(b) Consideration of Prometion of Efficiency, Competition, and Capital Formation. When-
ever pursuant to this title the Commission is engaged in rulemaking ard is required to consider or
determine whether an action is necessary or appropriate in the public inti2st, the Commission shall
also consider, in addition to the protection of investors, whether th action will promote efficiency,
competition, and capital formation.

SWAP AGREEMIN 1S

SECTION 2A. (a) [Reserved. |

(b) Security-Based Swap Agreements. (1) The definition of “security” in Section 2(a)(1) of
this title does not include any security-based swap agreement (as defined in section 3(a)(78) of the
Securities Exchange Act of 1934).

(2) The Commission is prohibited from registering, or requiring, recommending, or suggesting,
the registration under this title of ar; security-based swap agreement (as defined in section 3(a)(78)
of the Securities Exchange Act o 1274). If the Commission becomes aware that a registrant has filed
a registration statement with icspact to such a swap agreement, the Commission shall promptly so
notify the registrant. Any such registration statement with respect to such a swap agreement shall be
void and of no force or effect. :

(3) The Commission is prohibited from—
(A) Promulgating, interpreting, or enforcing rules; or
(B) Issuing orders of general applicability;

under this fitle in a manner that imposes or specifies reporting or recordkeeping requirements,
procedures, or standards as prophylactic measures against fraud, manipulation, or insider trading
with respect to any security-based swap agreement (as defined in section 3(a)(78) of the Securities
Exchange Act of 1934).

(4) References in this title to the “purchase” or “sale” of a security-based swap agreement shall
be deemed to mean the execution, termination (prior to its scheduled maturity date), assignment,
exchange, or similar transfer or conveyance of, or extinguishing of rights or obligations under, a
security-based swap agreement (as defined in section 3(a)(78) of the Securities Exchange Act of
1934), as the context may require.
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EXEMPTED SECURITIES

SECTION 3. (a) Except as hereinafter expressly provided the provisions of this title shall not
apply to any of the following classes of securities:

(1) [Reserved.]

(2) Any security issued or guaranteed by the United States or any territory thereof, or by the
District of Columbia, or by any state of the United States, or by any political subdivision of a state
or territory, or by any public instrumentality of one or more states or territories, or by any person
controlled or supervised by and acting as an instrumentality of the Government of the United States
pursuant to authority granted by the Congress of the United States; or any certificate of deposit for
any of the foregoing; or any security issued or guaranteed by any bank; or any security issued by or
representing an interest in or a direct obligation of a Federal Reserve bank; or any interest or
participation in any common trust fund or similar fund that is excluded from the definition of the
term “investment company’ under Section 3(c)(3) of the Investment Company Act of 1940; or
any security which is an industrial development bond (as defined in Section 103(c)(2) of the
Internal Revenue Code of 1954) the interest on which is excludable from gross income under Section
103(a)(1) of such Code if, by reason of the application of paragraph (4) or (6) of Section 103(c) of
such Code (determined as if paragraphs (4)(A), (5), and (7) were not included in such Section 103(c)),
paragraph (1) of such Section 103(c) does not apply to such security, or any interest or pariicipation in
a single trust fund, or in a collective trust fund maintained by a bazi, or any security arising out of a
contract issued by an insurance company, which interest vaiticipation, or security is issued in
connection with: (A) a stock bonus, pension, or profit-sha-ing pian which meets the requirements for
qualification under Section 401 of the Internal Revernu: Code of 1954, (B) an annuity plan which
meets the requirements for the deduction of the enip over’s contributions under Section 404(a)(2) of
such Code, (C) a governmental plan as definec 1 Section 414(d) of such Code which has been
established by an employer for the exclusive oe1 efit of its employees or their beneficiaries for the
purpose of distributing to such employees - their beneficiaries the corpus and income of the funds
accumulated under such plan, if under suca plan it is impossible, prior to the satisfaction of all
liabilities with respect to such employzas and their beneficiaries, for any part of the corpus or income
to be used for, or diverted to, pwocses other than the exclusive benefit of such employees or
their beneficiaries, or (D) a chuieh: plan, company, or account that is excluded from the definition
of an investment company- uncer section 3(c)(14) of the Investment Company Act of 1940,
other than any plan desciibed in subparagraph (A), (B), (C), or (D) of this paragraph: (i) the
contributions under which are held in a single trust fund or in a separate account maintained by an
insurance company it o single employer and under which an amount in excess of the employer’s
contribution is ailocazd to the purchase of securities (other than interests or participations in the trust
or separate accoun itselt) issued by the employer or any company directly or indirectly controlling,
controlled by, or under common control with the employer, (ii) which covers employees some or all
of whom are employees within the meaning of Section 401(c)(1) of such Code (other than a person
participating in a church plan who is described in section 414(e)(3)(B) of the Internal Revenue Code
of 1986), or (iii) which is a plan funded by an annuity contract described in Section 403(b) of such
Code (other than a retirement income account described in section 403(b)(9) of the Internal Revenue
Code of 1986, to the extent that the interest or participation in such single trust fund or collective trust
fund is issued to a church, a convention or association of churches, or an organization described in
section 414(e)(3)(A) of such Code establishing or maintaining the retirement income account or to a
trust established by any such entity in connection with the retirement income account). The Com-
mission, by rules and regulations or order, shall exempt from the provisions of Section 5 of this title
any interest or participation issued in connection with a stock bonus, pension, profit-sharing, or
annuity plan which covers employees some or all of whom are employees within the meaning of
Section 401(c)(1) of the Internal Revenue Code of 1954, if and to the extent that the Commission
determines this to be necessary or appropriate in the public interest and consistent with the protection
of investors and the purposes fairly intended by the policy and provisions of this title. For the purposes
of this paragraph, a security issued or guaranteed by a bank shall not include any interest or partici-
pation in any collective trust fund maintained by a bank; and the term “bank” means any national
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bank, or any banking institution organized under the laws of any state, territory, or the District of
Columbia, the business of which is substantially confined to banking and is supervised by the state or
territorial banking commission or similar official; except that in the case of a common trust fund or
similar fund, or a collective trust fund, the term “bank” has the same meaning as in the Investment
Company Act of 1940;

(3) Any note, draft, bill of exchange, or banker’s acceptance which arises out of a current
transaction or the proceeds of which have been or are to be used for current transactions, and which
has a maturity at the time of issuance of not exceeding nine months, exclusive of days of grace, or
any renewal thereof the maturity of which is likewise limited;

(4) Any security issued by a person organized and operated exclusively for religious, edu-
cational, benevolent, fraternal, charitable, or reformatory purposes and not for pecuniary profit, and
no part of the net earnings of which inures to the benefit of any person, private stockholder, or
individual, or any security of a fund that is excluded from the definition of an investment company
under Section 3(c)(10)(B) of the Investment Company Act of 1940;

(5) Any security issued: (A) by a savings and loan association, building and loan association,
cooperative bank, homestead association, or similar institution, which is supervised and examined

by state or federal authority having supervision over any such institution; or (B) hy: (i) a farmer’s |

cooperative organization exempt from tax under Section 521 of the Internal Rzv=noue Code of 1954,
(ii) a corporation described in Section 501(c)(16) of such Code and exempt troun tax under Section
501(a) of such Code, or (iii) a corporation described in Section 501(c}2) of such Code which is
exempt from tax under Section 501(a) of such Code and is organizer "= the exclusive purpose of
holding title to property, collecting income therefrom, and turning ocr the entire amount thereof,
less expenses, to an organization or corporation described in cleuse (i) or (ii);

(6) Any interest in a railroad equipment trust. For purpcses of this paragraph “interest in a
railroad equipment trust” means any interest in an equipn'ent trust, lease, conditional sales contract
or other similar arrangement entered into, issued, assumed, guaranteed by, or for the benefit of a
common carrier to finance the acquisition of rolling stack including motive power;

(7) Certificates issued by a receiver or by 4 tiustee or debtor in possession in a case under Title
11 of the United States Code, with the apprcvel of the court;

(8) Any insurance or endowmenf policy or annuity contract or optional annuity contract, issued
by a corporation subject to the supervision of the insurance commissioner, bank commissioner, or
any agency or officer performing likc functions, of any state or territory of the United States or the
District of Columbia;

(9) Except with respect va a security exchanged in a case under Title 11 of the United States
Code, any security exchanged by the issuer with its existing security holders exclusively where no
commission or other remuneration is paid or given directly or indirectly for soliciting such exchange;

(10) Except with respect to a security exchanged in a case under Title 11 of the United States
Code, any security which is issued in exchange for one or more bona fide outstanding securities,
claims or property interests, or partly in such exchange and partly for cash, where the terms
and conditions of such issuance and exchange are approved, after a hearing upon the fairness of
such terms and conditions at which all persons to whom it is proposed to issue securities in such

[The next page is 11.]
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exchange shall have the right to appear, by any court, or by any official or agency of the United
States, or by any state or territorial banking or insurance commission or other governmental
authority expressly authorized by law to grant such approval;

(11) Any security which is a part of an issue offered and sold only to persons resident within
a single state or territory, where the issuer of such security is a person resident and doing
business within, or, if a corporation, incorporated by and doing business within, such state or
territory.

(12) Any equity security issued in connection with the acquisition by a holding company of a
bank under Section 3(a) of the Bank Holding Company Act of 1956 or a savings association under
Section 10(e) of the Home Owners’ Loan Act, if:

(A) The acquisition occurs solely as part of a reorganization in which security holders ex-
change their shares of a bank or savings association for shares of a newly formed holding company
with no significant assets other than securitics of the bank or savings association and the existing
subsidiaries of the bank or savings association;

(B) The security holders receive, after that reorganization, substantially the same proportional
share interests in the holding company as they held in the bank or scviags association, except for
nominal changes in shareholders’ interests resulting from lawful Zii-vination of fractional interests
and the exercise of dissenting shareholders’ rights under state or rederal law;

(C) The rights and interests of security holders in the holding company are substantially the
same as those in the bank or savings association prior ‘o che transaction, other than as may be
required by law; and

(D) The holding company has substantiallv-+.= same assets and liabilities, on a consolidated
basis, as the bank or savings association had prior to the transaction.

For purposes of this paragraph, the term- ‘savings association” means a savings association (as
defined in Section 3(b) of the Federal Deposit Insurance Act) the deposits of which are insured by
the Federal Deposit Insurance Corpciation.

(13) Any security issued by or any interest or participation in any church plan, company or
account that 1s excluded from the definition of an investment company under Section 3(c)(14) of the
Investment Company Act of 1940,

(14) Any security Iutures product that is—

(A) Cleared by o clearing agency registered under Section 17A of the Securities Exchange Act
of 1934 or exemp. from registration under subsection (b)(7) of such Section 17A; and

(B) Traded on a national securities exchange or a national securities association registered
pursuant to Section 15A(a) of the Securities Exchange Act of 1934,

(b) Additional Exemptions.

(1) Small Issues Exemptive Authority. The Commission may from time to time by its rules
and regulations and subject to such terms and conditions as may be prescribed therein, add any class
of sccurities to the securities exempted as provided in this section, if it finds that the enforcement of
this title with respect to such securities is not necessary in the public interest and for the protection
of investors by reason of the small amount involved or the limited character of the public offering;
but no issue of securities shall be exempted under this subsection where the aggregate amount at
which such issue is offered to the public exceeds $3,000,000.

(2) Additional Issues. 'The Commission shall by rule or regulation add a class of securities to
the securities exempted pursuant to this section in accordance with the following terms and con-
ditions:
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(A) The aggregate offering amount of all securities offered and sold within the prior 12-month
period in reliance on the exemption added in accordance with this paragraph shall not exceed
$50,000,000.

(B) The securities may be offered and sold publicly.

(C) The securities shall not be restricted securities within the meaning of the Federal securities
laws and the regulations promulgated thereunder.

(D) The civil liability provision in Section 12(a)(2) shall apply to any person offering or selling
such securities.

(E) The issuer may solicit interest in the offering prior to filing any offering statement, on such
terms and conditions as the Commission may prescribe in the public interest or for the protection of
investors.

(F) The Commission shall require the issuer to file aundited financial statements with the
Commission annually. :

(G) Such other terms, conditions, or requirements as the Commission may determine necessary
in the public interest and for the protection of investors, which may include—

(i) A requirement that the issuer prepare and electronically file witli ‘b2 Commission and
distribute to prospective investors an offering statement, and any related docaments, in such form
and with such content as prescribed by the Commission, including azaited financial statements, a
description of the issuer’s business operations, its financial conditior, 1ts corporate governance
principles, its use of investor funds, and other appropriate matters; and

(ii) Disqualification provisions under which the exempticy. shall not be available to the issuer
or its predecessors, affiliates, officers, directors, underwriceis, or other related persons, which shall
be substantially similar to the disqualification provisions contained in the regulations adopted in
accordance with Section 926 of the Dodd-Frank Wa'l Stieet Reform and Consumer Protection Act
(15 U.S.C. 77d note).

(3) Limitation. Only the following tyses of securities may be exempted under a rule or
regulation adopted pursuant to paragraph (2). equity securities, debt securities, and debt securities
convertible or exchangeable to equity nicrests, including any guarantees of such securities,

(4) Periodic Disclosures. Upan such terms and conditions as the Commission determines
necessary in the public interest an+ for the protection of investors, the Commission by rule or
regulation may require an issusc of a class of securities exempted under paragraph (2) to make
available to investors and file with the Commission periodic disclosures regarding the issuer, its
business operations, its financial condition, its corporate governance principles, its use of investor
funds, and other appropriate matters, and also may provide for the suspension and termination of
such a requirement with respect to that issuer.

(5) Adjustment. Not later than 2 years after the date of enactment of the Small Company
Capital Formation Act of 2011 and every 2 years thereafter, the Commission shall review the offering
amount limitation described in paragraph (2)(A) and shall increase such amount as the Commission
determines appropriate. If the Commission determines not to increase such amount, it shall report to
the Committee on Financial Services of the House of Representatives and the Committee on Banking,
Housing, and Urban Affairs of the Senate on its reasons for not increasing the amount.

(¢) The Commission may from time to time by its rules and regulations and subject to such
terms and conditions as may be prescribed therein, add to the securities exempted as provided in
this section any class of securities issued by a small business investment company under the
Small Business Investment Act of 1958 if it finds, having regard to the purposes of that Act, that
the enforcement of this Act with respect to such securities is not necessary in the public interest
and for the protection of investors.
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EXEMPTED TRANSACTIONS*

SECTION 4. (a) The provisions of Section 5 shall not apply to:
(1) Transactions by any person other than an issuer, underwriter, or dealer.
(2) Transactions by an issuer not involving any public offering.

(3) Transactions by a dealer (including an underwriter no longer acting as an underwriter in
respect of the security involved in such fransaction), except:

(A) Transactions taking place prior to the expiration of 40 days after the first date upon which
the security was bona fide offered to the public by the issuer or by or through an underwriter,

(B) Transactions in a security as to which a registration statement has been filed taking place
prior to the expiration of 40 days after the effective date of such registration statement or prior to the
expiration of 40 days after the first date upon which the security was bona fide offered to the public
by the issuer or by or through an underwriter after such effective date, whichever is later (excluding
in the computation of such 40 days any time during which a stop order issued under Section 8 is in
effect as to the security), or such shorter period as the Commissici may specify by rules and
regulations or order, and

(C) Transactions as to securities constituting the whole or a part of an unsold allotment to or
subscription by such dealer as a participant in the distributicii of such securities by the issuer or by
or through an underwriter.

With respect to transactions referred to in claass (B), if securities of the issuer have not
previously been sold pursuant to an earlier effeciive icgistration statement, the applicable period,
instead of 40 days, shall be 90 days, or such shoiter period as the Commission may specify by rules
and regulations or order.

(4) Brokers’ transactions executed v0on customers’ orders on any exchange or in the over-the-
counter market but not the solicitation of cuch orders.

(5) Transactions involving offess or sales by an issuer solely to one or more accredited investors,
if the aggregate offering price o ar issue of securities offered in reliance on this paragraph does not
exceed the amount allowed erder Section 3(b)(1) of this title, if there is no advertising or public
solicitation in connection vzith the transaction by the issuer or anyone acting on the issuer’s behalf,
and if the issuer files such notice with the Commission as the Commission shall prescribe.

(6) Transacticaz involving the offer or sale of securities by an issuer (including all entities
controlled by or uader common control with the issuer), provided that—

(A) The aggregate amount sold to all investors by the issuer, including any amount sold in
reliance on the exemption provided under this paragraph during the 12-month period preceding the
date of such transaction, is not more than $1,000,000;

(B) The aggregate amount sold to any investor by an issuer, including any amount sold in
reliance on the exemption provided under this paragraph during the 12-month period preceding the
date of such transaction, does not exceed—

(i) The greater of $2,000 or 5 percent of the annual income or net worth of such investor,
as applicable, if either the annual income or the net worth of the investor is less than $100,000;
and

*Effective December 4, 2015, Section 4 is amended in subsection (a) by adding paragraph (7), by re-
designating the second subsection (b) as subsection (c), and by adding subsections (d) and (e) as part of the
Fixing America’s Surface Transportation (FAST) Act. See Pub. L. No. 114-94 (December 4, 2015).

(BULLETIN No. 286, 12-15-15)
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(ii) 10 percent of the annual income or net worth of such investor, as applicable, not to exceed
a maximum aggregate amount sold of $100,000, if either the annual income or net worth of the
investor is equal to or more than $100,000;

(C) The transaction is conducted through a broker or funding portal that complies with the
requirements of Section 4A(a); and

(D) The issuer complies with the requirements of Section 4A(b).
*(7) Transactions meeting the requirements of subsection (d).

(b) Offers and sales exempt under Section 230.506 of Title 17, Code of Federal Regulations (as
revised pursuant to Section 201 of the Jumpstart Our Business Startups Act) shall not be deemed
public offerings under the Federal securities laws as a result of general advertising or general
solicitation,

*¥(¢)(1) With respect to securities offered and sold in compliance with Rule 506 of Regulation
D under this Act, no person who meets the conditions set forth in paragraph (2) shall be subject to
registration as a broker or dealer pursuant to Section 15(a)(1) of this title, solely because—

(A) That person maintains a platform or mechanism that permits the offer. sals, purchase, or
negotiation of or with respect to securities, or permits general solicitations, gen=.al advertisements,
or similar or related activities by issuers of such securities, whether onlin<, i person, or through
any other means;

(B) That person or any person associated with that person co-invesis in such securities; or

(C) That person or any person associated with that persni-p.ovides ancillary services with
respect o such securities.

(2) The exemption provided in paragraph (1) shal' a>ply to any person described in such
paragraph if—

(A) Such person and each person associated with that person receives no compensation in
connection with the purchase or sale of such scomity;

(B) Such person and each person astociated with that person does not have possession of
customer funds or securities in connection with the purchase or sale of such security; and

(C) Such person is not subject to o statutory disqualification as defined in Section 3(a)(39) of
this title and does not have an peison associated with that person subject to such a statutory
disqualification.

(3) For the purposes of this subsection, the term “‘ancillary services” means—

(A) The provision of due diligence services, in connection with the offer, sale, purchase, or
negotiation of such security, so long as such services do not include, for separate compensation,
investment advice or recommendations to issuers or investors; and

(B) The provision of standardized documents to the issuers and investors, so long as such
person or entity does not negotiate the terms of the issuance for and on behalf of third parties and
issuers are not required to use the standardized documents as a condition of using the service.

*Bffective December 4, 2015, Section 4 is amended in subsection (a) by adding paragraph (7) as part of the
Fixing America’s Surface Transportation (FAST) Act. See Pub. L. No. 114-94 (December 4, 2015). ‘
#*Effective December 4, 2015, Section 4 is amended by redesignating the second subsection (b) as sub- .
section (c) as part of the Fixing America’s Surface Transportation (FAST) Act. See Pub. L. No. 114-94
(December 4, 2015).

(BULLETIN No. 286, 12-15-15)
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#(d) Certain Accredited Investor Transactions. The transactions referred to in subsection
. {(2)(7) are transactions meeting the following requirements:

(1) Accredited Investor Requirement. Bach purchaser is an accredited investor, as that term is
defined in section 230.501(a) of title 17, Code of Federal Regulations (or any successor regulation).

(2) Prohibition on General Solicitation or Advertising. Neither the seller, nor any person
acting on the seller’s behalf, offers or sells securities by any form of general solicitation or general
advertising.

(3) Information Requirement. In the case of a transaction involving the securities of an issuer
that is neither subject to section 13 or 15(d) of the Securities Exchange Act of 1934 (15 U.S.C. 78m;
780(d)), nor exempt from reporting pursuant to section 240.12g3-2(b) of title 17, Code of Federal
Regulations, nor a foreign government (as defined in section 230.405 of title 17, Code of Federal
Regulations) eligible to register securities under Schedule B, the seller and a prospective purchaser
designated by the seller obtain from the issuer, upon request of the seller, and the seller in all cases
makes available to a prospective purchaser, the following information (which shall be reasonably
current in relation to the date of resale under this section):

(A) The exact name of the issuer and the issuer’s predecessor (it any).
(B) The address of the issuer’s principal executive offices.

(C) The exact title and class of the security.

(D) The par or stated value of the security.

(E) The number of shares or total amount of tic securities outstanding as of the end of the
issuer’s most recent fiscal year.

. (F) The name and address of the transfer ceent, corporate secretary, or other person responsible
for transferring shares and stock certificat=z

(G) A statement of the nature of the business of the issuer and the products and services it
offers, which shall be presumed reaconably current if the statement is as of 12 months before the
transaction date.

(H) The names of the ofticers and directors of the issuer.

(I) The names of 2..v persons registered as a broker, dealer, or agent that shall be paid or given,
directly or indirectlv, aiy commission or remuneration for such person’s participation in the offer or
sale of the securitics.

(J) The issuer’s most recent balance sheet and profit and loss statement and similar financial
statements, which shall—

(i) Be for such part of the 2 preceding fiscal years as the issuer has been in operation;

(i) Be prepared in accordance with generally accepted accounting principles or, in the case of
a foreign private issuer, be prepared in accordance with generally accepted accounting principles or
the International Financial Reporting Standards issued by the International Accounting Standards
Board;

(iii) Be presumed reasonably current if—

(I) With respect to the balance sheet, the balance sheet is as of a date less than 16 months
before the transaction date; and

*Effective December 4, 2015, Section 4 is amended by adding subsections (d) and (e) as part of the Fixing
America’s Surface Transportation (FAST) Act. See Pub. L. No. 114-94 (December 4, 2015).

(BULLETIN No. 286, 12-15-15)
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(II) With respect to the profit and loss statement, such statement is for the 12 months preceding
the date of the issuer’s balance sheet; and

(iv) If the balance sheet is not as of a date less than 6 months before the transaction date, be
accompanied by additional statements of profit and loss for the period from the date of such balance
sheet to a date less than 6 months before the transaction date.

(K) To the extent that the seller is a control person with respect to the issuer, a brief statement
regarding the nature of the affiliation, and a statement certified by such seller that they have no
reasonable grounds to believe that the issuer is in violation of the securities laws or regulations.

(4) Issuers Disqualified. The transaction is not for the sale of a security where the seller is an
issuer or a subsidiary, either directly or indirectly, of the issuer.

(3) Bad Actor Prohibition. Neither the seller, nor any person that has been or will be paid
(directly or indirectly) remuneration or a commission for their participation in the offer or sale of the
securities, including solicitation of purchasers for the seller is subject to an event that would disqualify
an issuer or other covered person under Rule 506(d)(1) of Regulation D (17 CFR 230.506(d)(1)) oris
subject to a statutory disqualification described under section 3(a)(39) of the Securities Exchange Act
of 1934.

(6) Business Requirement. The issuer is engaged in business, is not in the organizational
stage or in bankruptcy or receivership, and is not a blank check, blind poo!, c1 shell company that
has no specific business plan or purpose or has indicated that the issuer’s psimary business plan is to
engage in a merger or combination of the business with, or an acquisition of, an unidentified person.

(7) Underwriter Prohibition. The transaction is not with rzspct to a security that constitutes
the whole or part of an unsold allotment to, or a subscription o1 participation by, a broker or dealer
as an underwriter of the security or a redistribution.

(8) Outstanding Class Requirement. The transa“ticu is with respect to a security of a class
that has been authorized and outstanding for at leas 99 days prior to the date of the transaction.

*(e) Additional Requirements.
(1) In General. With respect to an ¢xempted transaction described under subsection (a)(7):

(A) Securities acquired in such ‘raisaction shall be deemed to have been acquired in a
transaction not involving any public offering.

(B) Such transaction shal} be ¢izemed not to be a distribution for purposes of section 2(a)(11).

(C) Securities involved 1 such transaction shall be deemed to be restricted securities within
the meaning of Rule 144 (17 CFR 230.144).

(2) Rule of Construction. The exemption provided by subsection (a)(7) shall not be the
exclusive means for establishing an exemption from the registration requirements of section 5.

REQUIREMENTS WITH RESPECT TO CERTAIN
SMALL TRANSACTIONS

SECTION 4A. (a) Requirements on Intermediaries. A person acting as an intermediary in a
transaction involving the offer or sale of securities for the account of others pursuant to Section 4(6)
shall—

(1) Register with the Commission as—

(A) A broker; or .

*Effective December 4, 2015, Section 4 is amended by adding subsections (d) and () as part of the Fixing
America’s Surface Transportation (FAST) Act. See Pub. L. No. 114-94 (December 4, 2015).

(BULLETIN No. 286, 12-15-15)
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(B) A funding portal (as defined in Section 3(a)(80) of the Securities Exchange Act of 1934);

(2) Register with any applicable self-regulatory organization (as defined in Section 3(a)(26) of
the Securities Exchange Act of 1934);

(3) Provide such disclosures, including disclosures related to risks and other investor education
materials, as the Commission shall, by rule, determine appropriate;

(4) Ensure that each investor—

(A) Reviews investor-education information, in accordance with standards established by the
Commission, by rule;

(B) Positively affirms that the investor understands that the investor is risking the loss of the
entire investment, and that the investor could bear such a loss; and

(C) Answers questions demonstrating—

(i) An understanding of the level of risk generally applicable to investments in startups,
emerging businesses, and small issuers;

(i1) An understanding of the risk of illiguidity; and

(iii) An understanding of such other matters as the Comission determines appropriate, by
rule;

(5) Take such measures to reduce the risk of froud with respect to such transactions, as
established by the Commission, by rule, including r>taining a background and securities en-
forcement regulatory history check on each oftiz¢r director, and person holding more than 20
percent of the outstanding equity of every issuct vinose securifies are offered by such person;

(6) Not later than 21 days prior to the nirow day on which securities are sold to any investor (or
such other period as the Commission rray establish), make available to the Commission and to
potential investors any information proviacd by the issuer pursuant to subsection (b);

(7) Ensure that all offering procecds are only provided to the issuer when the aggregate capital
raised from all investors is equal v or greater than a target offering amount, and allow all investors
to cancel their commitmen’s to mvest, as the Commission shall, by rule, determine appropriate;

(8) Make such efforts as the Commission determines appropriate, by rule, to ensure that no
investor in a 12-monh neriod has purchased securities offered pursuant to Section 4(6) that, in the
aggregate, from ailissuers, exceed the investment limits set forth in Section 4(6)(B);

(9) Take such steps to protect the privacy of information collected from investors as the
Commission shall, by rule, determine appropriate;

(10) Not compensate promoters, finders, or lead generators for providing the broker or funding
portal with the personal identifying information of any potential investor;

(11) Prohibit its directors, officers, or partners (or any person occupying a similar status or
performing a similar function) from having any financial interest in an issuer using its services; and.

(12) Meet such other requirements as the Commission may, by rule, prescribe, for the pro-
tection of investors and in the public interest.

(b) Requirements For Issuers. For purposes of Section 4(6), an issuer who offers or sells
securities shall—

(1) File with the Commission and provide to investors and the relevant broker or funding
portal, and make available to potential investors—

(A) The name, legal status, physical address, and website address of the issuer;

(BULLETIN No. 286, 12-15-15)
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(B) The names of the directors and officers (and any persons occupying a similar status or
performing a similar function), and each person holding more than 20 percent of the shares of the
issuer;

(C) A description of the business of the issuer and the anticipated business plan of the issuer;

(D) A description of the financial condition of the issuer, including, for offerings that, together
with all other offerings of the issuer under Section 4(6) within the preceding 12-month period, have,
in the aggregate, target offering amounts of—

(1) $100,000 or less—
(I) The income tax returns filed by the issuer for the most recently completed year (if any); and

(1) Financial statements of the issuer, which shall be certified by the principal executive
officer of the issuer to be true and complete in all material respects;

(ii) More than $100,000, but not more than $500,000, financial statements reviewed by a
public accountant who is independent of the issuer, using professional standards and procedures for
such review or standards and procedures established by the Commission, by rule, for such purpose;
and

(iii) More than $500,000 (or such other amount as the Commission may zstablish, by rule),
audited financial statements;

(E) A description of the stated purpose and intended use of the piv-.ccds of the oftering sought
by the issuer with respect to the target offering amount;

(F) The target offering amount, the deadline to reach ti.= target offering amount, and regular
updates regarding the progress of the issuer in meeting the ta-get offering amount;

(G) The price to the public of the securities or th= nivthod for determining the price, provided
that, prior to sale, each investor shall be providel i1 writing the final price and all required
disclosures, with a reasonable opportunity to rescind the commitment to purchase the securities;

(H) A description of the ownership and capstal structure of the issuer, including—

(i) Terms of the securities of the issuer being offered and each other class of security of the
issuer, including how such terms may b= niodified, and a summary of the differences between such
securities, including how the rights cf the securities being offered may be materially limited,
diluted, or qualified by the righ*s of any other class of security of the issuer;

(i1) A description of ho v he exercise of the rights held by the principal sharcholders of the
issuer could negatively impact the purchasers of the securities being offered;

(iii) The name and ownership level of each existing shareholder who owns more than 20
percent of any class of the securities of the issuer;

(iv) How the securities being offered are being valued, and examples of methods for how such
securities may be valued by the issuer in the future, including during subsequent corporate actions;
and '

(v) The risks to purchasers of the securities relating to minority ownership in the issuer, the
risks associated with corporate actions, including additional issuances of shares, a sale of the issuer
or of assets of the issuer, or transactions with related parties; and

(1) Such other information as the Commission may, by rule, prescribe, for the protection of
investors and in the public interest;

(2) Not advertise the terms of the offering, except for notices which direct investors to the
funding portal or broker;

(BULLETIN No. 286, 12-15-15)
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(3) Not compensate or commit to compensate, directly or indirectly, any person to promote its
offerings through communication channels provided by a broker or funding portal, without taking
such steps as the Commission shall, by rule, require to ensure that such person clearly discloses the
receipt, past or prospective, of such compensation, upon each instance of such promotional com-
munication;

(4) Not less than annually, file with the Commission and provide to investors reports of the
results of operations and financial statements of the issuer, as the Commission shall, by rule,
determine appropriate, subject to such exceptions and termination dates as the Commission may
establish, by rule; and

(5) Comply with such other requirements as the Commission may, by rule, prescribe, for the
protection of investors and in the public interest.

(c) Liability For Material Misstatements and Omissions.
(1) Actions Authorized.

(A) In General. Subject to paragraph (2), a person who purchases a security in a transaction
exempted by the provisions of Section 4(6) may bring an action azzinst an issuer described in
paragraph (2), either at law or in equity in any court of competent jurisdiction, to recover the
consideration paid for such security with interest thereon, less the aynount of any income received
thereon, upon the tender of such security, or for damages if such person no longer owns the security.

(B) Liability. An action brought under this paragrap'i shall be subject to the provisions of
Section 12(b) and Section 13, as if the liability were -reaicd under Section 12(a)(2).

(2) Applicability.  An issuer shall be liable it an action under paragraph (1), if the issner—

(A) By the use of any means or instrumeic of transportation or communication in interstate
commerce or of the mails, by any means a1 «uy written or oral communication, in the offering or
sale of a security in a transaction exemoicc by the provisions of Section 4(6), makes an untrue
statement of a material fact or omits \o swote a material fact required to be stated or necessary in
order to make the statements, in the light of the circumstances under which they were made, not
misleading, provided that the pm-haser did not know of such untruth or omission; and

(B) Does not sustain the vurden of proof that such issuer did not know, and in the exercise of
reasonable care could not huve known, of such untruth or omission.

(3) Definition.  +.¢ used in this subsection, the term “issuer” includes any person who is a
director or partne: «.f ine issuer, and the principal executive officer or officers, principal financial
officer, and contreller or principal accounting officer of the issuer (and any person occupying a
similar status or performing a similar function) that offers or sells a security in a transaction
exempted by the provisions of Section 4(6), and any person who offers or sells the security in such
offering.

(d) Information Available to States. The Commission shall make, or shall cause to be made
by the relevant broker or funding portal, the information described in subsection (b) and such other
information as the Commission, by rule, determines appropriate, available to the securities com-
mission (or any agency or office performing like functions) of each State and territory of the United
States and the District of Columbia.

(e) Restrictions on Sales. Securities issued pursuant to a transaction described in Section
4(6)—

(1) May not be transferred by the purchaser of such securities during the 1-year period
beginning on the date of purchase, unless such securities are transferred—

(A) To the 1ssuer of the securities;

(B) To an accredited investor;

(BULLETIN No. 286, 12-15-15)
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(C) As part of an offering registered with the Commission; or

(D) To a member of the family of the purchaser or the equivalent, or in connection with the
death or divorce of the purchaser or other similar circumstance, in the discretion of the Commis-
sion; and

(2) Shall be subject to such other limitations as the Commission shall, by rule, establish.

(1) Applicability. Section 4(6) shall not apply to transactions involving the offer or sale of
securities by any issuer that—

(1) Is not organized under and subject to the laws of & State or territory of the United States or
the District of Columbia;

(2) Is subject to the requirement to file reports pursuant to Section 13 or Section 15(d) of the
Securities Exchange Act of 1934,

(3) Is an investment company, as defined in Section 3 of the Investment Company Act of 1940,
or is excluded from the definition of investment company by Section 3(b) or Section 3(c) of that
Act; or

(4) The Commission, by rule or regulation, determines appropriate.

(g) Rule of Construction. Nothing in this section or Section 4(6] shall be construed as
preventing an issuer from raising capital through methods not described undaer Section 4(6).

(h) Certain Calculations.

(1) Dollar Amounts. Dollar amounts in Section 4(6) and subsection (b) of this section shall
be adjusted by the Commission not less frequently than oncz < very 3 years, by notice published in
the Federal Register to reflect any change in the Consumc: Piice Index for All Urban Consumers
published by the Bureau of Labor Statistics.

(2) Income and Net Worth. The income and net worth of a natural person under Section 4(6)(B)
shall be calculated in accordance with any rules of the Commission under this title regarding the
calculation of the income and net worth, respzciively, of an accredited investor.

PROHIBITIONS REL£TING TO INTERSTATE COMMERCE
AND THE MAILS

SECTION 5. (a) Unless a »=gisvation statement is in effect as to a security, it shall be unlawful
for any person, directly or 1:divectly:

(1) To make use of any means or instruments of transportation or communication in interstate
commerce or of the mails to sell such security through the use or medium of any prospectus or
otherwise; or

(2) To carry or cause to be carried through the mails or in interstate commerce, by any means
or instruments of transportation, any such security for the purpose of sale or for delivery after sale.

(b) It shall be unlawful for any person, directly or indirectly:

(1) To make use of any means or instruments of transportation or communication in interstate
commerce or of the mails to carry or fransmit any prospectus relating to any security with respect to
which a registration statement has been filed under this title, unless such prospectus meets the
requirements of Section 10; or

(2) To carry or to cause to be carried through the mails or in interstate commerce any such
security for the purpose of sale or for delivery after sale, unless accompanied or preceded by a
prospectus that meets the requirements of subsection (a) of Section 10.

(BULLETIN No. 286, 12-15-15)
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REGULATION D

RULES GOVERNING THE LIMITED OFFER AND SALE OF SECURITIES
WITHOUT REGISTRATION UNDER THE SECURITIES ACT OF 1933

Rule 500. Use of Regulation D.
Users of Regulation D (§§ 230.500 et seq.) should note the following:

(a) Regulation D relates to transactions exempted from the registration requirements of Section
5 of the Securities Act of 1933 (the “Act”) (15 U.S.C. 77a et seq., as amended). Such transactions
are not exempt from the antifraud, civil liability, or other provisions of the federal securities laws.
Issuers are reminded of their obligation to provide such further material information, if any, as may
be necessary to make the information required under Regulation D, in light of the circumstances
under which it is furnished, not misleading.

(b) Nothing in Regulation D obviates the need to comply with any applicable state law relating
to the offer and sale of securities. Regulation D is intended to be a basic element in a uniform
system of federal-state limited offering exemptions consistent with the provisions of Sections 18
and 19(c) of the Act (15 U.S.C. 77r and 77(s)(c)). In those states that hove adopted Regulation D, or
any version of Regulation D, special attention should be directed tc ihe applicable state laws and
regulations, including those relating to registration of persons who receive remuneration in con-
nection with the offer and sale of securities, to disqualificancn of issuers and other persons asso-
ciated with otferings based on state administrative orders m judgments, and to requirements for
filings of notices of sales.

(c) Attempted compliance with any rule in Regniztion D does not act as an exclusive election; the
issuer can also claim the availability of any ofl.er applicable exemption. For instance, an issuer’s
failure to satisfy all the terms and conditicns of Rule 506(b) (§ 230.506(b)) shall not raise any
presumption that the exemption provided *;7-section 4(a)(2) of the Act (15 U.S.C. 77d(2)) is not
available.

(d) Regulation D is available 01!y to the issuer of the securities and not to any aftiliate of that
issuer or to any other person fcr resales of the issuer’s securities. Regulation D provides an
exemption only for the transaciions in which the securities are offered or sold by the issuer, not for
the securities themselves.

(&) Regulation I m:y be used for business combinations that involve sales by virtue of Rule
145(a) (§ 230.145(.)) or otherwise.

(f) In view ot the objectives of Regulation D and the policies underlying the Act, Regulation D
is not available to any issuer for any transaction or chain of transactions that, although in technical
compliance with Regulation D, is part of a plan or scheme to evade the registration provisions of the
Act. In such cases, registration under the Act is required.

(g) Securities offered and sold outside the United States in accordance with Regulation S
(§ 230.901 through 905) need not be registered under the Act. See Release No. 33-6863. Regulation
S may be relied upon for such offers and sales even if coincident offers and sales are made in
accordance with Regulation D inside the United States. Thus, for example, persons who are offered
and sold securities in accordance with Regulation S would not be counted in the calculation of the
number of purchasers under Regulation D. Similarly, proceeds from such sales would not be
included in the aggregate offering price. The provisions of this paragraph (g), however, do not apply
if the issuer elects to rely solely on Regulation D for offers or sales to persons made outside the
United States.

Rule 501. Definitions and Terms Used in Regulation D.

As used in Regulation D (§ 230.500 et seq. of this chapter), the following terms shall have the
meaning indicated:

(BULLETIN No, 279, 10-15-14)
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(a) Accredited Investor. *Accredited investor” shall mean any person who comes within any
of the following categories, or who the issuer reasonably believes comes within any of the fol-
lowing categories, at the time of the sale of the securities to that person:

(1) Any bank as defined in Section 3(a)(2) of the Act, or any savings and loan association or
other institution as defined in Section 3(a)(S)(A) of the Act whether acting in its individual or
fiduciary capacity; any broker or dealer registered pursuant to Section 15 of the Securities Ex-
change Act of 1934; any insurance company as defined in section 2(a)(13) of the Act; any in-
vestment company registered under the Investment Company Act of 1940 or a business
development company as defined in Section 2(a)(48) of that Act; any Small Business Investment
Company licensed by the U.S. Small Business Administration under Section 301(c) or (d) of the
Small Business Investment Act of 1958; any plan established and maintained by a state, its political
subdivisions, or any agency or instrumentality of a state or its political subdivisions, for the benefit
of its employees, if such plan has total assets in excess of $5,000,000; any employee benefit plan
within the meaning of the Employee Retirement Income Security Act of 1974 if the investment
decision is made by a plan fiduciary, as defined in Section 3(21) of such Act, which is either a bank,
savings and loan association, insurance company, or registered investment adviser, or if the em-
ployee benefit plan has total assets in excess of $35,000,000 or, if a self-directed plan, with in-
vestment decisions made solely by persons that are accredited investors;

(2) Any private business development company as defined in Section 202(a)(22) of the In-
vestment Adyisers Act of 1940;

(3) Any organization described in Section 501(c)(3) of the Inteiua' Revenue Code, corpora-
tion, Massachusetts or similar business trust, or partnership, not fomnicd for the specific purpose of
acquiring the securities offered, with total assets in excess of $2,5.,0,000;

(4) Any director, executive officer, or general partner (1 the issuer of the securities being
offered or sold, or any director, executive officer, or geneial partner of a general partner of that
issuer;

(5) Any natural person whose individual net worth, or joint net worth with that person’s
spouse, exceeds $1,000,000.

(i) Except as provided in paragraph (4;(3)(ii) of this section, for purposes of calculating net
worth under this paragraph (a)(5):

(A) The person’s primary residence shall not be included as an asset;

(B) Indebtedness that is 52cered by the person’s primary residence, up to the estimated fair
market value of the primary .=sidence at the time of the sale of securities, shall not be included as a
liability (except that if the amount of such indebtedness outstanding at the time of sale of securities
exceeds the amount outstanding 60 days before such time, other than as a result of the acquisition of
the primary residence, the amount of such excess shall be included as a liability); and

(C) Indebtedness that is secured by the person’s primary residence in excess of the estimated
fair market value of the primary residence at the time of the sale of securities shall be included as a
liability;

(i) Paragraph (a)(5)(i) of this section will not apply to any calculation of a person’s net worth

made in connection with a purchase of securities in accordance with a right to purchase such
securities, provided that:

(A) Such rnight was held by the person on July 20, 2010;

(B) The person qualified as an accredited investor on the basis of net worth at the time the
person acquired such right; and

(C) The person held securities of the same issuer, other than such right, on July 20, 2010.
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most recent years or joint income with that person’s spouse in excess of $300,000 in each of those

. (6) Any natural person who had an individual income in excess of $200,000 in each of the two
years and has a reasonable expectation of reaching the same income level in the current year;

(7) Any trust, with total assets in excess of $5,000,000, not formed for the specific purpose of
acquiring the securities offered, whose purchase is directed by a sophisticated persen as described
in Rule 506(b)(2)(ii); and

(8) Any entity in which all of the equity owners are accredited investors.

(b) Affiliate. An “affiliate™ of, or person “affiliated”” with, a specified person shall mean a
person that directly, or indirectly through one or more intermediaries, controls or is controlled by, or
is under common control with, the person specified.

(c) Aggregate Offering Price. “‘Aggregate offering price”” shall mean the sum of all cash,
services, property, notes, cancellation of debt, or other consideration to be received by an issuer for
issuance of its securities. Where securities are being offered for both cash and non-cash consid-
eration, the aggregate offering price shall be based on the price at which the securities are offered
for cash. Any portion of the aggregate offering price attributable to cash received in a foreign
currency shall be translated into United States currency at the currency vxchange rate in effect at a
reasonable time prior to or on the date of the sale of the securities. \{ securities are not offered for
cash, the aggregate offering price shall be based on the value of tnr. consideration as established by
bona fide sales of that consideration made within a reasonablz tune, or, in the absence of sales, on
the fair value as determined by an accepted standard. Snuch valuations of non-cash consideration
must be reasonable at the time made.

(d) Business Combination. ‘“Business combinzion” shall mean any transaction of the
type specified in paragraph (a) of Rule 145 wunder the Act and any transaction involving the
. auquisition by one issuer, in exchange for all or a part of its own or its parent’s stock, of stock of
another issuer if, immediately after the ac wsition, the acquiring issuer has control of the other
issuer (whether or not it had control before the acquisition).

(e) Calculation of Number of Furchasers. For purposes of calculating the number of pur-
chasers under § 230.505(b) and § 270.506(b) only, the following shall apply:

(1) The following puzhasess shall be excluded:

(i) Any relative, snouce or relative of the spouse of a purchaser who has the same primary
residence as the purcheser;

(i) Any trus’ or estate in which a purchaser and any of the persons related to him as specified
in paragraph (e)(1)(i) or (e)(1)(iii) of this section collectively have more than 50 percent of the
beneficial interest (excluding contingent interests);

(iii) Any corporation or other organization of which a purchaser and any of the persons related
to him as specified in paragraph (e)(1)(i) or (e)(1)(ii) of this section collectively have more than 50
percent of the beneficial interest of more than 50 percent of the equity securities (excluding
directors’ qualifying shares) or equity interests; and

(iv) Any accredited investor.

(2) A corporation, partnership or other entity shall be counted as one purchaser. If, however, that
entity is organized for the specific purpose of acquiring the securities offered and is not an accredited
investor under paragraph (a)(8) of this section, then each beneficial owner of equity securities or
equity interests in the entity shall count as a separate purchaser for all provisions of Regulation D
(§§ 230.501 to 230.508), except to the extent provided in paragraph (e)(1) of this section.

. (3) A non-contributory employee benefit plan within the meaning of Title I of the Employee
Retirement Income Security Act of 1974 shall be counted as one purchaser where the trustee makes ‘
all investment decisions for the plan. |
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Note. The issuer must satisfy all the other provisions of Regulation D for all purchasers
whether or not they are included in calculating the number of purchasers. Clients of an
investment adviser or customers of a broker or dealer shall be considered the *“purchasers™
under Regulation D regardless of the amount of discretion given to the investment adviser or
broker or dealer to act on behalf of the client or customer.

(f) Executive Officer. Executive officer shall mean the president, any vice president in charge
of a principal business unit, division or function (such as sales, administration or finance), any other
officer who performs a policy making function, or any other person who performs similar policy
making function for the issuer. Executive officers of subsidiaries may be deemed executive officers
of the issuer if they perform such policy making functions for the issuer.

(g) Final Order. Final order shall mean a written directive or declaratory statement issued
by a federal or state agency described in § 230.506(d)(1)(iii) under applicable statutory authority
that provides for notice and an opportunity for hearing, which constitutes a final disposition or
action by that federal or state agency.

(h) Issuer. The definition of the term issuer in section 2(a)(4) of the Act shall apply, except
that in the case of a proceeding under the Federal Bankrupicy Code (11 U.S.C. 101 et seq.), the
trustee or debtor in possession shall be considered the issuer in an offering under a plan of
reorganization, if the securities are to be issued under the plan.

(i) Purchaser Representative. Purchaser representative shall mean acy person who satisfies
all of the following conditions or who the issuer reasonably believes satizties all of the following
conditions;

(1) Is not an affiliate, director, officer or other employee o1 the issuer, or beneficial owner of
10 percent or more of any class of the equity securities or 15 7:2rcent or more of the equity interest
in the issuer, except where the purchaser is:

(i) A relative of the purchaser representative by blood, marriage or adoption and not more
remote than a first cousin;

*(ii) A trust or estate in which the purchuser representative and any persons related tc him as
specified in paragraph (h)(1)(i) or (h)(1)(it) [séc] of this section collectively have more than 50
percent of the beneficial interest (excluding contingent interest) or of which the purchaser repre-
sentative serves as trustee, executor, 91 in any similar capacity; or

**%(iii) A corporation or ofh=r organization of which the purchaser representative and any
persons related to him as spec.ficd in paragraph (h)(1)(i) or (h)(1)(ii) [sic] of this section collec-
tively are the beneficial owaers of more than 50 percent of the equity securities (excluding di-
rectors’ qualifying shares) or equity interests;

(2) Has such knowledge and experience in financial and business matters that he is capable of
evaluating, alone, or together with other purchaser representatives of the purchaser, or together with
the porchaser, the merits and risks of the prospective investment;

(3) Is acknowledged by the purchaser in writing, during the course of the transaction, to be his
purchaser representative in connection with evaluating the merits and risks of the prospective
investment; and

#Cross-references in paragraph (i)(1){ii) to (h)(1)(i) and (h)(1)(ii1) should probably read (i)(1)(i) and
(i)(1)(iii); the SEC did not updale these cross-references when it added a new paragraph (g) and redesignated
paragraph (h) as paragraph (i) in SEC Release No. 33-9414; July 10, 2013.

**Cross-references in paragraph (i)(1)(iii) to (h)(1){i) and (h)(1)(@i) should probably read (i)(1)(i) and
(i)(1)(ii); the SEC did not update these cross-references when it added a new paragraph (g) and redesignated
paragraph (h) as paragraph (i) in SEC Release No. 33-9414; July 10, 2013.
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(4) Discloses to the purchaser in writing a reasonable time prior to the sale of securities to that
purchaser any material relationship between himself or his affiliates and the issuer or its affiliates
that then exists, that is mutually understood to be contemplated, or that has existed at any time
during the previous two years, and any compensation received or to be received as a result of such
relationship.

Note I to §230.501. A person acting as a purchaser representative should consider the
applicability of the registration and antifraud provisions relating to brokers and dealers under
the Securities Exchange Act of 1934 (Exchange Act) (15 U.5.C. 78a et seq., as amended), and
relating to investment advisers under the Investment Adyvisers Act of 1940.

*Note 2 to § 230.501. The acknowledgment required by paragraph (h)(3) [sic] and the
disclosure required by paragraph (h)(4) [sic] of this section must be made with specific
reference to each prospective investment. Advance blanket acknowledgment, such as for all
securities transactions or all private placements, is not sufficient.

Note 3 to §230.501. Disclosure of any material relationships between the purchaser
representative or his affiliates and the issuer or its affiliates does not relieve the purchaser
representative of his obligation to act in the interest of the purcliaser.

Rule 502. General Conditions to Be Met.

The following conditions shall be applicable to offers apa sales made under Regulation D
(§ 230.500 et seq. of this chapter):

(a) Integration.  All sales that are part of the saiur. Regulation D offering must meet all of the
terms and conditions of Regulation D. Offers and siles that are made more than six months before
the start of a Regulation D offering or are maav more than six months after completion of a
Regulation D offering will not be considered pa-t of that Regulation D offering, so long as during
those six month periods there are no offers or sales of securities by or for the issuer that are of the
same or a similar class as those offered or o.d under Regulation D, other than those offers or sales of
securities under an employee benefit piai as defined in Rule 405 under the Act (17 CFR 230.403).

Note. The term offeriry 's not defined in the Act or in Regulation D. 1f the issuer offers
or sells securities for which the safe harbor rule in paragraph (a) of this § 230.502 is un-
available, the detertninacon as to whether separate sales of securities are part of the same
offering (i.e. are convidered infegrated) depends on the particular facts and circumstances.
Generally, trancactions otherwise meeting the requirements of an exemption will not be in-
tegrated with simzhaneous offerings being made outside the United States in compliance with
Regulation . See Release No. 33-6863.

The following factors should be considered in determining whether offers and sales
should be integrated for purposes of the exemptions under Regulation D:

(a) Whether the sales are part of a single plan of financing;

(b) Whether the sales involve issuance of the same class of securities;
(c) Whether the sales have been made at or about the same time;

(d) Whether the same type of consideration is being received; and

(e) Whether the sales are made for the same general purpose.

See Release No. 33-4552 (November 6, 1962).

*Cross-references in Note 2 to § 230.501 to (h)(3) and (h)(4) should probably read (i)(3) and (i)(4); the SEC
did not update these cross-references when it added a new paragraph (g) and redesignated paragraph (h) as
paragraph (i) in SEC Release No. 33-9414; July 10, 2013.

!
(BULLETIN No. 279, 10-15-14)

IS*:: Tt stz c2csatstsasstsatssstttziitTITiiIit2s2tsee2ettzesel i i s T T i sz M



Rule 502 Securities Act Rules

(b) Information Requirements.

(1) When Information Must Be Furnished. If the issuer sells securities under § 230.505 or
§230.506(b) to any purchaser that is not an accredited investor, the issuer shall furnish the in-
formation specified in paragraph (b)(2) of this section to such purchaser a reasonable time prior to
sale. The issuer is not required to furnish the specified information to purchasers when it sells
securities under § 230.504, or to any accredited investor.

Note. When an issuer provides information to investors pursuant to paragraph (b)(1), it
should consider providing such information to accredited investors as well, in view of the anti-
fraud provisions of the federal securities laws.

(2) Type of Information to Be Furnished.

(i) If the issuer is not subject to the reporting requirements of Section 13 or 15(d) of the Exchange
Act, at a reasonable time prior to the sale of securities the issuer shall furnish to the purchaser, to the
extent material to an understanding of the issuer, its business and the securities being offered:

(A) Non-Financial Statement Information. If the issuer is eligible to use Regulation A
(§230.251-263), the same kind of information as would be required in Part 11 of Form 1-A. If the issuer
is not eligible to use Regulation A, the same kind of information as required in P T of a registration
statement filed under the Securities Act on the form that the issuer would be eatiled to use.

(B) Financial Statement Information.

(1) Offerings Up to $2,000,000. The information required in A:ticle 8 of Regulation §-X
(§ 210.8 of this chapter), except that only the issuer’s balance shezi. waiich shall be dated within 120
days of the start of the offering, must be audited.

(2) Offerings Up to $7,500,000. The financial statcrvent information required in Form S-1
(8§ 239.10 of this chapter) for smaller reporting compaui=2. If an issuer, other than a limited part-
nership, cannot obtain audited financial statements wr.iout unreasonable effort or expense, then
only the issuer’s balance sheet, which shall be dotea within 120 days of the start of the offering,
must be audited. 1f the issuer is a limited parnincsship and cannot obtain the required financial
statements without unreasonable effort or e/ pense, it may furnish financial statements that have
been prepared on the basis of Federal income tax requirements and examined and reported on in
accordance with generally accepted avait'ng standards by an independent public or certified ac-
countant.

(3) Offerings Over $7,500 430 The financial statement as would be required in a registration
statement filed under the Act on the form that the issuer would be entitled to use. If an issuer, other
than a limited partnership, canuot obtain audited financial statements without unreasonable effort or
expense, then only the issuer’s balance sheet, which shall be dated within 120 days of the start of
the offering, must be audited. If the issuer is a limited partnership and cannot obtain the required
financial statements without unreasonable effort or expense, it may furnish financial statements that
have been prepared on the basis of federal income tax requirements and examined and reported on
in accordance with generally accepted auditing standards by an independent public or certified
accountant.

(C) If the issuer is a foreign private issuer eligible to use Form 20-F (§ 249.220f of this
chapter), the issuer shall disclose the same kind of information required to be included in a
registration statement filed under the Act on the form that the issuer would be entitled to use. The
financial statements need be certified only to the extent required by paragraph (b)(2)()(B)(1), (2) or
(3) of this section, as appropriate.

(ii) If the issuer is subject to the reporting requirements of Section 13 or 15(d) of the Exchange

Act, at a reasonable time prior to the sale of securities the issuer shall furnish to the purchaser the
information specified in paragraph (b)(2)(i))(A) or (B) of this section, and in either event the |
information specified in paragraph (b)(2)(ii)(C) of this section:
\
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(A) The issuer’s annual report to shareholders for the most recent fiscal year, if such annual
report meets the requirements of Rules 14a-3 or 14c-3 under the Exchange Act (§ 240.14a-3 or
§240.14¢-3 of this chapter), the definitive proxy statement filed in connection with that annual
report, and if requesied by the purchaser in writing, a copy of the issuer’s most recent Form 10-K
(§249.310 of this chapter) under the Exchange Act.

(B) The information contained in an annual report on Form 10-K (§ 249.310 of this chapter)
under the Exchange Act or in a registration statement on Form S-1 (§ 239.11 of this chapter) or S-11
(§239.18 of this chapter) under the Act or on Form 10 (§249.210 of this chapter) under the
Exchange Act, whichever filing is the most recent required to be filed.

(C) The information contained in any reports or documents required to be filed by the issuer
under Sections 13(a), 14(a), 14(c), and 15(d) of the Exchange Act since the distribution or filing of
the report or registration statement specified in paragraph (A) or (B), and a brief description of the
securities being offered, the use of the proceeds from the offering, and any material changes in the
issuer’s affairs that are not disclosed in the documents furnished.

(D) If the issuer is a foreign private issuer, the issuer may provide in lieu of the information
specified in paragraph (b)(2)(ii)(A) or (B) of this section, the information contained in its most
recent filing on Form 20-F or Form F-1 (§ 239.31 of this section).

(ii1) Exhibits required to be filed with the Commission as part of a registration statement or
report, other than an annual report to shareholders or parts of that report incorporated by reference
in a Form 10-K report, need not be furnished to each purchuse: that is not an accredited investor if
the contents of material exhibits are identified and such-2.chibiis are made available to a purchaser,
upon his or her written request, a reasonable time b2ic-e his or her purchase.

(iv) At a reasonable time prior to the sale of securities to any purchaser that is not an accredited
investor in a transaction under § 230.505 or § 222.506(b), the issuer shall furnish to the purchaser a
brief description in writing of any materi=1 vritten information concerning the offering that has
been provided by the issuer to any accredited investor but not previously delivered to such unac-
credited purchaser. The issuer shall furnise: any portion or all of this information to the purchaser,
upon his written request a reasonable wme prior to his purchase.

(v) The issuer shall also imave available to each purchaser at a reasonable time prior to his
purchase of securities in o fransaction under § 230.505 or §230.506(b), the opportunity to ask
questions and receive answers concerning the terms and conditions of the offering and to obtain any
additional information which the issuer possesses or can acquire without unreasonable effort or
expense that is necasca i to verify the accuracy of information furnished under paragraph (b)(2)(i)
or (i1) of this secacen:

(vi) For business combinations or exchange offers, in addition to information required by Form
S-4 (17 CFR 239.25), the issuer shall provide to each purchaser at the time the plan is submitted to
security holders, or, with an exchange, during the course of the transaction and prior to sale, written
information about any terms or arrangements of the proposed transactions that are materially different
from those for all other security holders. For purposes of this subsection, an issuer which is not subject
to the reporting requirements of Section 13 or 15(d) of the Exchange Act may satisfy the requirements
of Part LB. or C. of Form 5-4 by compliance with paragraph (b)(2)(i) of this § 230.502.

(vii) At a reasonable time prior to the sale of securities to any purchaser that is not an
accredited investor in a transaction under § 230.505 or § 230.506(b), the issuer shall advise the
purchaser of the limitations on resale in the manner contained in paragraph (d)(2) of this section.
Such disclosure may be contained in other materials required to be provided by this paragraph.

(c) Limitation on Manner of Offering. Except as provided in § 230.504(b)(1) or § 230.506(c),
neither the issuer nor any person acting on its behalf shall offer or sell the securities by any form of
general solicitation or general advertising, including, but not limited to, the following:

(BULLETIN No. 279, 10-15-14)
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(1) Any advertisement, article, notice or other communication published in any newspaper,
magazine, or similar media or broadcast over television or radio; and

(2) Any seminar or meeting whose attendees have been invited by any general solicitation or
general advertising;

Provided, however, that publication by an issuer of a notice in accordance with § 230.135¢ or filing
with the Commission by an issuer of a notice of sales on Form D (17 CFR 239.500) in which the
issuer has made a good faith and reasonable attempt to comply with the requirements of such form,
shall not be deemed to constitute general solicitation or general advertising for purposes of this
section;

Provided further, that, if the requirements of § 230.135e are satisfied, providing any journalist with
access to press conferences held outside of the United States, to meetings with issuer or selling
security holder representatives conducted outside of the United States, or to written press-related
materials released outside the United States, at or in which a present or proposed offering of
securities is discussed, will not be deemed to constitute general solicitation or general advertising
for purposes of this section.

(d) Limitations on Resale. Except as provided in §230.504(b)(1), securiies acquired in a
transaction under Regulation D shall have the status of securities acquired n o transaction under
section 4(a)(2) of the Act and cannot be resold without registration under (he Act or an exemption
therefrom. The issuer shall exercise reasonable care to assure that the purchasers of the securities
are not underwriters within the meaning of section 2(a)(11) of the Act, wiich reasonable care may
be demonstrated by the following:

(1) Reasonable inquiry to determine if the purchaser is ucgniring the securities for himself or
for other persons;

(2) Written disclosure to each purchaser prior to sai2 that the securities have not been regis-
tered under the Act and, therefore, cannot be resoid vnless they are registered under the Act or
unless an exemption from registration is availakle: and

(3) Placement of a legend on the cerfiticate or other document that evidences the securities
stating that the securities have not been re mstered under the Act and setting forth or referring to the
restrictions on transferability and sale of ihe securities.

While taking these actions vili establish the requisite reasonable care, it is not the exclusive
method to demonstrate such ca:e. Ovcher actions by the issuer may satisty this provision. In addition,
§ 230.502(b)(2)(vii) requires the delivery of written disclosure of the limitations on resale to in-
vestors in certain instances.

Rule 503. Filing of Notice of Sales.
(a) When Notice of Sales on Form D is Required and Permitted to Be Filed.

(1) An issuer offering or selling securities in reliance on § 230.504, § 230.505, or § 230.506
must file with the Commission a notice of sales containing the information required by Form D (17
CFR 239.500) for each new offering of securities no later than 15 calendar days after the first sale of
securities in the offering, unless the end of that period falls on a Saturday, Sunday or holiday, in
which case the due date would be the first business day following.

(2) An issuer may file an amendment to a previously filed notice of sales on Form D at any time.

(3) An issuer must file an amendment to a previously filed notice of sales on Form D for an
offering:

(1) To correct a material mistake of fact or error in the previously filed notice of sales on Form
D, as soon as practicable after discovery of the mistake or error;
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(ii) To reflect a change in the information provided in the previously filed notice of sales on Form
D, as soon as practicable after the change, except that no amendment is required to reflect a change
that occurs after the offering terminates or a change that occurs solely in the following information:

(A) The address or relationship to the issuer of a related person identified in response to Item 3
of the notice of sales on Form D;

(B) An issuer’s revenues or aggregate net asset value;

(C) The minimum investment amount, if the change is an increase, or if the change, together
with all other changes in that amount since the previously filed notice of sales on Form D, does not
result in a decrease of more than 10%;

(D) Any address or state(s) of solicitation shown in response to Item 12 of the notice of sales
on Form D;

(E) The total offering amount, if the change is a decrease, or if the change, together with all
other changes in that amount since the previously filed notice of sales on Form D, does not result in
an increase of more than 10%;

(F) The amount of securities sold in the offering or the amourt relnaining to be sold;

(G) The number of non-accredited investors who have invesie4 in the offering, as long as the
change does not increase the number to more than 35;

(H) The total number of investors who have investcd in the offering; or

(I) The amount of sales commissions, finders’ fois or use of proceeds for payments to ex-
ecuiive officers, directors or promoters, if the ch=i. ;. 1s a decrease, or if the change, together with
all other changes in that amount since the previecsly filed notice of sales on Form D, does not result
in an increase of more than 10%; and

(ii1) Annually, on or before the first anaiversary of the filing of the notice ot sales on Form D
or the filing of the most recent amendnent to the notice of sales on Form D, if the offering is
continuing at that time.

(4) An issuer that files :n amendment to a previously filed notice of sales on Form D must
provide current information i response to all requirements of the notice of sales on Form D
regardless of why the arneaament is filed.

(b) How Notive ar Sales on Form D Must Be Filed and Signed.

(1) A notice »f sales on Form D must be filed with the Commission in electronic format by
means of the Commission’s Electronic Data Gathering, Analysis, and Retrieval System (EDGAR)
in accordance with EDGAR rules set forth in Regulation S-T (17 CFR Part 232).

(2) Every notice of sales on Form D must be signed by a person duly authorized by the issuer.
Rule 503T. Filing of Notice of Sales. [Expired.]

Rule 504. Exemption For Limited Offerings and Sales of Securities Not Exceeding
$1,000,000.

(a) Exemption. Offers and sales of securities that satisfy the conditions in paragraph (b) of
this § 230.504 by an issuer that is not:

(1) Subject to the reporting requirements of Section 13 or 15(d) of the Exchange Act;
(2) An investment company; or

(3) A development stage company that either has no specific business plan or purpose or has
indicated that its business plan is to engage in a merger or acquisition with an unidentified company
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or companies, or other entity or person, shall be exempt from the provision of Section 5 of the Act
under Section 3(b) of the Act.

(b) Conditions to Be Met.

(1) General Conditions. To qualify for exemption under this § 230.504, offers and sales must
satisfy the terms and conditions of § 230.501 and § 230.502(a), (c) and (d), except that the provi-
sions of § 230.502(c) and (d) will not apply to offers and sales of securities under this § 230.504 that
are made:

(i) Exclusively in one or more states that provide for the registration of the securities, and
require the public filing and delivery to investors of a substantive disclosure document before sale,
and are made in accordance with those state provisions;

(ii) In one or more states that have no provision for the registration of the securities or the
public filing or delivery of a disclosure document before sale, if the securities have been registered
in at least one state that provides for such registration, public filing and delivery before sale, offers
and sales are made in that state in accordance with such provisions, and the disclosure document is
delivered before sale to all purchasers (including those in the states that have no such procedure);
or

(iii) Exclusively according to state law exemptions from registration that permit general so-
licitation and general advertising so long as sales are made only to “acciedited investors” as
defined in § 230.501(a).

(2) The aggregate offering price for an offering of securities vud=s this § 230.504, as defined in
§230.501(c), shall not exceed $1,000,000, less the aggregate o-fz.ing price for all securities sold
within the twelve months before the start of and during ihc-offering of securities under this
§ 230.504, in reliance on any exemption under Section 3(h). or in violation of Section 5(a) of the
Securities Act,

Example I. The calculation of the aggregare offering price is illustrated as follows:

If an issuer sold $900,000 on Junc !, 1987 under this § 230.504 and an additional
$4,100,000 on December 1, 1987 under 3:30.505, the issuer could not sell any of its securities
under this § 230.504 until December 1, 1¥88. Until then the issuer must count the December 1,
1987 sale towards the $1,000,000 Linit within the preceding twelve months.

Example 2. If a transacuor ander § 230.504 fails to meet the limitation on the aggregate
offering price, it does net ofivct the availability of this § 230.504 for the other transactions
considered in applying suct limitation. For example, if an issuer sold $1,000,000 worth of its
securities on January 1, 1388 under this § 230.504 and an additional $500,000 worth on July 1,
1988, this § 230.504 would not be available for the later sale, but would still be applicable to
the January 1, 1988 sale.

Rule 505. Exemption For Limited Offers and Sales of Securities Not Exceeding
$5,000,000.*

(a) Exemption. Offers and sales of securities that -satisfy the conditions in paragraph (b) of
this section by an issuer that is not an investment company shall be exempt from the provisions of
Section 5 of the Act under Section 3(b) of the Act.

(b) Conditions 1o Be Met. (1) General Conditions. To qualify for exemption under this
section, offers and sales must satisfy the terms and conditions of §§ 230.501 and 230.502.

*Effective June 19, 2015, Rule 505 is amended by revising paragraphs (b)(2)(iii)(A) and (B) as part of the
amendments to Regulation A and other rules and forms to implement Section 401 of the Jumpstart Our Business
Startups Act. See SEC Release Nos. 33-9741; 34-74578; 39-2501; March 25, 2015.
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price for an offering of securities under this § 230.505, as defined in § 203.501(c), shall not exceed
$5,000,000, less the aggregate offering price for all securities sold within the twelve months before the
start of and during the offering of securities under this section in reliance on any exemption under
Section 3(b) of the Act or in violation of Section 5(a) of the Act.

. (2) Specific Conditions. (i) Limitation on Aggregate Offering Price. The aggregaie offering

Note.  The calculation of the aggregate offering price is illustrated as follows:

Example 1. If an issuer sold $2,000,000 of its securities on June 1, 1982 under this
§230.505 and an additional $1,000,000 on September 1, 1982, the issuer would be permitted
to sell only $2,000,000 more under this § 230.505 until June 1, 1983. Until that date the issuer
must count both prior sales towards the $5,000,000 limit. However, if the issuer made its third
sale on June 1, 1983, the issuer could then sell $4,000,000 of its securities because the June 1,
1982 sale would not be within the preceding twelve months.

Example 2. If an issuer sold $500,000 of its securities on June 1, 1982 under § 230.504
and an additional $4,500,000 on December 1, 1982 under this section, then the issuer could not
sell any of its securities under this section until June 1, 1983. At that time it could sell an
additional $500,000 of its securities.

(ii) Limitation on Number of Purchasers. There are no maic than or the issuer reasonably
believes that there are no more than 35 purchasers of securities fion: the issuer in any offering under
this section.

Note. See Rule 501(e) for the calculation of the wmber of purchasers and Rule 502(a)
for what may or may not constitute an offering uader this section.

(iii) Disqualifications. No exemption under ‘i3 section shall be available for the securities
. of any issuer described in § 230.262 of Regu'stion A, except that for purposes of this section
only:

*(A) The term filing of the offering stolement as used in § 230.262 shall mean the first sale of
securities under this section;

**#(B) The term underwriter 42 used in § 230.262(a) shall mean a person that has been or will
be paid directly or indirectly raniuneration for solicitation of purchasers in connection with sales of
securities under this section: and

(C) Paragraph (h)(2){iii) of this section shall not apply to any issuer if the Commission
determines, upon ashowing of good cause, that it is not necessary under the circumstances that the
exemption be desied. Any such determination shall be without prejudice to any other action by the
Commission in any other proceeding or matter with respect to the issuer or any other person.

Rule 506. Exemption For Limited Offers and Sales Without Regard to Dollar Amount of
Offering.

(a) Exemption. Offers and sales of securities by an issuer that satisfy the conditions in
paragraph (b} or (c) of this section shall be deemed to be transactions not involving any public
offering within the meaning of section 4(a)(2) of the Act.

*Effective June 19, 2015, Rule 505 is amended by revising paragraph (b)(2)(iii)(A) as part of the amend-
ments to Regulation A and other rules and forms to implement Section 401 of the Jumpstart Our Business
Startups Act, See SEC Release Nos. 33-0741; 34-74578; 39-2501; March 25, 2015.

#*Effective June 19, 2015, Rule 505 is amended by revising paragraph (b)(2)(iii)(B) as part of the
amendments to Regulation A and other rules and forms to implement Section 401 of the Jumpstart Our Business
Startups Act, See SEC Release Nos. 33-0741; 34-74578; 39-2501; March 25, 2015.

(BULLETIN No. 284, 08-14-15)
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(b) Conditions to Be Met in Offerings Subject to Limitation on Manner of Offering.

(1) General Conditions. To qgualify for an exemption under this section, offers and sales must
satisfy all the terms and conditions of §§ 230.501 and 230.502.

(2) Specific Conditions.

(i) Limitation on Number of Purchasers. There are no more than or the issuer reasonably
believes that there are no more than 35 purchasers of securities from the issuer in any offering under
this section.

Note to Paragraph (b)(2)(i). See §230.501(e) for the calculation of the number of
purchasers and § 230.502(a) for what may or may not constitute an offering under paragraph
(b) of this section.

(ii) Nature of Purchasers. Each purchaser who is not an accredited investor either alone or with
his purchaserrepresentative(s) has such knowledge and experience in financial and business matters that
he is capable of evaluating the merits and risks of the prospective investment, or the issuer reasonably
believes immediately prior to making any sale that such purchaser comes within this description.

(c) Conditions to Be Met in Offerings Not Subject to Limitation on Manne: o Offering.

(1) General Conditions. To qualify for exemption under this section 'saiss must satisfy all
the terms and conditions of §§ 230.501 and 230.502(a) and (d).

(2) Specific Conditions.

(i) Nature of Purchasers. All purchasers of securities sold » any offering under paragraph
(c) of this section are accredited investors.

(ii) Verification of Accredited Investor Status.  The issn=t shall take reasonable steps to verify
that purchasers of securities sold in any offering undcr povagraph (c) of this section are accredited
investors. The issuer shall be deemed to take reascnabie steps to verify if the issuer uses, at its
option, one of the following non-exclusive and non-mandatory methods of verifying that a natural
person who purchases securities in such offeriziz is an accredited investor; provided, however, that
the issuer does not have knowledge that svch person is not an accredited investor:

(A) In regard to whether the pu-chaser is an accredited investor on the basis of income,
reviewing any Internal Revenue Service form that reports the purchaser’s income for the two most
recent years (including, but not liriiied to, Form W-2, Form 1099, Schedule K-1 to Form 1065, and
Form 1040) and obtaining a viniten representation from the purchaser that he or she has a rea-
sonable expectation of reacling the income level necessary to qualify as an accredited investor
during the current year;

(B) In regard to whether the purchaser is an accredited investor on the basis of net worth,
reviewing one or more of the following types of documentation dated within the prior three months
and obtaining a written representation from the purchaser that all liabilities necessary to make a
determination of net worth have been disclosed:

(1) With respect to assets: Bank statements, brokerage statements and other statements of
securities holdings, certificates of deposit, tax assessments, and appraisal reports issued by inde-
pendent third parties; and

[The next page is 353.]
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(2) With respect to liabilities: A consumer report from at least one of the nationwide consumer
reporting agencies; or

(C) Obtaining a written confirmation from one of the following persens or entities that such
person or entity has taken reasonable steps to verify that the purchaser is an accredited investor
within the prior three months and has determined that such purchaser is an accredited investor:

(I) A registered broker-dealer;
(2) An investment adviser registered with the Securities and Exchange Commission;

(3) A licensed attorney who is in good standing under the laws of the jurisdictions in which he
or she is admitted to practice law; or

(4) A certified public accountant who is duly registered and in good standing under the laws of
the place of his or her residence or principal office.

(D) In regard to any person who purchased securities in an issuer’s Rule 506(b) offering as an
accredited investor prior to September 23, 2013 and continues to hold such securities, for the same
issuer’s Rule 506(c) offering, obtaining a certification by such person-ct the time of sale that he or
she qualifies as an accredited investor.

Instructions to Paragraph (c)(2)(ii)(A) through (D) cf s Section:

1. The issuer is not required to use any of these raethods in veritying the accredited
investor status of natural persons who are purchaserz. These methods are examples of the types
of non-exclusive and non-mandatory methods rat satisfy the verification requirement in
§ 230.506(c)(2)(i1).

2. In the case of a person who qualiti~z-as an accredited investor based on joint income
with that person’s spouse, the issuer viould be deemed to satisfy the verification requirement in
§230.506(c)(2)(ii)(A) by reviewing copies of Internal Revenue Service forms that report
income for the two most recent years 'n regard to, and obtaining written representations from,
both the person and the spousc

3. In the case of a persur who qualifies as an accredited investor based on joint net worth
with that person’s spouse. tie issuer would be deemed to satisfy the verification requirement in
§ 230.506(c)(2)(i1)(B, Ly reviewing such documentation in regard to, and obtaining written
representations fro10, both the person and the spouse.

(d) “Bad Acior’’ Disqualification.

(1) No exemption under this section shall be available for a sale of securities if the issuer; any
predecessor of the issuer; any affiliated issuer; any director, executive officer, other officer par-
ticipating in the offering, general partner or managing member of the issuer; any beneficial owner
of 20% or more of the issuer’s outstanding voting equity securities, calculated on the basis of voting
power; any promoter connected with the issuer in any capacity at the time of such sale; any
investment manager of an issuer that is a pooled investment fund; any person that has been or will
be paid (directly or indirectly) remuneration for solicitation of purchasers in connection with such
sale of securities; any general partner or managing member of any such investment manager or
solicitor; or any director, executive officer or other officer participating in the offering of any such
investment manager or solicitor or general partner or managing member of such investment
manager or solicitor:

(i) Has been convicted, within ten years before such sale (or five years, in the case of issuers,
their predecessors and affiliated issuers), of any felony or misdemeanor:

(A) In connection with the purchase or sale of any security;

(B) Involving the making of any false filing with the Commission; or

(BULLETIN No. 282, 04-15-15)
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(C) Arising out of the conduct of the business of an underwriter, broker, dealer, municipal
securities dealer, investment adviser or paid solicitor of purchasers of securities;

(ii) Is subject to any order, judgment or decree of any court of competent jurisdiction, entered
within five years before such sale, that, at the time of such sale, restrains or enjoins such person
from engaging or continuing to engage in any conduct or practice:

(A) In connection with the purchase or sale of any security;
(B) Involving the making of any false filing with the Commission; or

(C) Arising out of the conduct of the business of an underwriter, broker, dealer, municipal
securities dealer, investment adviser or paid solicitor of purchasers of securities;

(iii) Is subject to a final order of a state securities commission (or an agency or officer of a
state performing like functions); a state anthority that supervises or examines banks, savings
associations, or credit unions; a state insurance commission (or an agency or officer of a state
performing like functions); an appropriate federal banking agency; the U.S. Commodity Futures
Trading Commission; or the National Credit Union Administration that:

(A) At the time of such sale, bars the person from:

(1) Association with an entity regulated by such commission, authority, agzncy, or officer;
(2) Engaging in the business of securities, insurance or banking; oi

(3) Engaging in savings association or credit union activities; &

(B) Constitutes a final order based on a violation of any iaw or regulation that prohibits
fraudulent, manipulative, or deceptive conduct entered withii .=n years before such sale;

(iv) Is subject to an order of the Commission enteved owsuant to section 15(b) or 15B(c) of the
Securities Exchange Act of 1934 (15 U.S.C. 780(b} ac 7 80-4(c)) or section 203(e) or (f) of the
Investment Advisers Act of 1940 (15 U.S.C. 80b-3(e} or (f)) that, at the time of such sale:

(A) Suspends or revokes such person’s rcgivtration as a broker, dealer, municipal securities
dealer or investment adviser;

(B) Places limitations on the activitic:, functions or operations of such person; or

(C) Bars such person from xing associated with any entity or from participating in the
offering of any penny stock;

(v) Is subject to any order o1 the Commission entered within five years before such sale that, at
the time of such sale, orders the person to cease and desist from committing or causing a violation
or future violation of:

(A) Any scienter-based anti-fraud provision of the federal securities laws, including without
limitation section 17(a)(1) of the Securities Act of 1933 (15 U.S.C. 77q(a)(1)), section 10(b) of the
Securities Exchange Act of 1934 (15 U.S.C. 78j(b)) and 17 CFR 240.10b-5, section 15(c)(1) of the
Securities Exchange Act of 1934 (15 U.S.C. 780(c)(1)) and section 206(1) of the Investment
Advisers Act of 1940 (15 U.S.C. 80b-6(1)), or any other rule or regulation thereunder; or

(B) Section 5 of the Securities Act of 1933 (15 U.S.C. 77¢).

(vi) Is suspended or expelled from membership in, or suspended or barred from association
with a member of, a registered national securities exchange or a registered national or affiliated
securities association for any act or omission to act constituting conduct inconsistent with just and
equitable principles of trade;

(vii) Has filed (as a registrant or issuer), or was or was named as an underwriter in, any
registration statement or Regulation A offering statement filed with the Commission that, within

(BULLETIN No. 282, 04-15-15)
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five years before such sale, was the subject of a refusal order, stop order, or order suspending the
Regulation A exemption, or is, at the time of such sale, the subject of an investigation or proceeding
to determine whether a stop order or suspension order should be issued; or

(viii) Is subject to a United States Postal Service false representation order entered within five
years before such sale, or is, at the time of such sale, subject to a temporary restraining order or
preliminary injunction with respect to conduct alleged by the United States Postal Service to
constitute a scheme or device for obtaining money or property through the mail by means of false
representations.

(2) Paragraph (d)(1) of this section shall not apply:

(i) With respect to any conviction, order, judgment, decree, suspension, expulsion or bar that
occurred or was issued before September 23, 2013;

(ii) Upon a showing of good cause and without prejudice to any other action by the Com-
mission, if the Commission determines that it is not necessary under the circumstances that an
exemption be denied;

(iii) If, before the relevant sale, the court or regulatory authority that entered the relevant order,
judgment or decree advises in writing (whether contained in the relevant judgment, order or decree
or separately to the Commission or its staff) that disqualificaticn ninder paragraph (d)(1) of this
section should not arise as a consequence of such order, judgn.ert or decree; or

(iv) If the issuer establishes that it did not know and, 1» “he exercise of reasonable care, could
not have known that a disqualification existed under raragraph (d)(1) of this section.

Instruction to Paragraph (d)(2)(iv). /. issaer will not be able to establish that it has
exercised reasonable care unless it has mad=, in light of the circumstances, factual inquiry into
whether any disqualifications exist. The hatire and scope of the factual inquiry will vary based
on the facts and circumstances corcerring, among other things, the issuer and the other
offering participants.

(3) For purposes of paragraph {1)(1) of this section, events relating to any affiliated issuer that
occurred betore the affiliation aros: will be not considered disqualifying if the affiliated entity is
not:

.(1) In control of the 1:sver; or

(i1) Under com:aon control with the issuer by a third party that was in control of the affiliated
entity at the time ot such events.

(e) Disclosure of Prior “Bad Actor” Events. The issuer shall furnish to each purchaser, a
reasonable time prior to sale, a description in writing of any matters that would have triggered
disqualification under paragraph (d)(1) of this section but occurred before September 23, 2013. The
failure to furnish such information timely shall not prevent an issuer from relying on this section if
the issuer establishes that it did not know and, in the exercise of reasonable care, could not have
known of the existence of the undisclosed matter or matters.

Instruction to Paragraph (e). An issuer will not be able to establish that it has exercised
reasonable care unless it has made, in light of the circumstances, factual inquiry into whether
any disqualifications exist. The nature and scope of the factual inquiry will vary based on the
facts and circumstances concerning, among other things, the issuer and the other offering
participants.

Rule 507. Disqualifying Provision Relating to Exemptions Under §§ 230.504, 230.505 and
230.506.

(a) No exemption under § 230.504, § 230.505 or § 230.506 shall be available for an issuer if
such issuer, any of its predecessors or affiliates have been subject to any order, judgment, or decree
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of any court of competent jurisdiction temporarily, preliminarily or permanently enjoining such
person for failure to comply with § 230.503.

(b) Paragraph (a) of this section shall not apply if the Commission determines, upon a showing
of good cause, that it is not necessary under the circumstances that the exemption be denied.

Rule 508. Insignificant Deviations From a Term, Condition or Requirement of
Regulation D.

(a) A failure to comply with a term, condition or requirement under § 230.504, § 230.505 or
§ 230.506 will not result in the loss of the exemption from the requirements of Section 5 of the Act
for any offer or sale to a particular individual or entity, if the person relying on the exemption
shows:

(1) The failure to comply did not pertain to a term, condition or requirement directly intended
to protect that particular individual or entity;

(2) The failure to comply was insignificant with respect to the offering as a whole, provided
that any failure to comply with paragraph (c) of §230.502, paragraph (b)(2) of § 230.504, para-
graphs (b)(2)(i) and (ii) of § 230.505 and paragraph (b)(2)(i) of § 230.506 shall L= deemed to be
significant to the offering as a whole; and

(3) A good faith and reasonable attempt was made to comply with 1il applicable terms,
conditions and requirements of § 230.504, § 230.505 or § 230.506.

(b) A transaction made in reliance on § 230.504, § 230.505 er § 221,506 shall comply with all
applicable terms, conditions and requirements of Regulation D. 'W* =re an exemption is established
only through reliance upon paragraph (a) of this section, the i Inie to comply shall nonetheless be
actionable by the Commission under Section 20 of the Ac(

|The next page i3 351.]
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REGULATION E

EXEMPTION FOR SECURITIES OF SMALIL BUSINESS
INVESTMENT COMPANIES

Rule 601. Definitions of Terms Used in This Regulation.
As used in this regulation, the following terms shall have the meaning indicated:
Act.  The term “Act” refers to the Securities Act of 1933 unless specifically stated otherwise.

Affiliate.  An “affiliate” of an issuer is a person controlling, controlled by or under common
control with such issuer. An individual who controls an issuer is also an affiliate of such issuer.

Notification. The term “notification” means the notification required by Rule 604.

Offering Circular. The term “offering circular” means the offering circular required by Rule
605.

State. A “State” is any state, territory or insular possession of the United States, or the
District of Columbia.

Underwriter. The term “underwriter” shall have the mezning given in Section 2(11) of the
Act.

Rule 602. Securities Exempted.

(a) Except as hereinafter provided in this rule, sectiiies issued by any small business investment
company which is registered under the Investmen¢ Company Act of 1940, or any closed-end in-
vestment company that has elected to be regriated as a business development company under the
Investment Company Act of 1940 or has nctificd the Commission that it intends to elect to be regulated
as a business development company pursuan: to Section 54 of the Investment Company Act of 1940,
will be exempt from registration under the Securities Act of 1933, subject to the terms and conditions
of §§ 230.601 to 230.610a. As used 1 this paragraph, the term small business investment company
means any company which is liceused as a small business investment company under the Small
Business Investment Act of 1955 o1 which has received the preliminary approval of the Small Business
Administration and has beea notified by the Administration that it may submit a license application.
As used in this paragrapk, the term business development company means any closed-end investment
company which meets the definitional requirements of Section 2(a)(48)(A) and (B) of the Investment
Company Act of 1240 (15 U.S.C. 80a-2(a)(48)).

(b) No exemption under §§ 230.601 to 230.610a shall be available for the securities of any
issuer if such issuer or any of its affiliates:

(1) Has filed a registration statement which is the subject of any proceeding or examination
under Section 8 of the Act, or is the subject of any refusal order or stop order entered thereunder
within five years prior to the filing of the notification;

(2) Is subject to pending proceedings under § 230.610 or any similar rule adopted under
Section 3(b) of the Act, or to an order entered thereunder within five years prior to the filing of such
notification;

(3) Has been convicted within five years prior to the filing of such notification of any crime or
offense involving the purchase or sale of securities;

(4) Is subject to any order, judgment or decree of any court of competent jurisdiction, entered
within five years prior to the filing of such netification, temporarily or permanently restraining or
enjoining such person from engaging in or continuing any conduct or practice in connection with
the purchase or sale of securities;

(5) Is subject to pending proceedings under Section 8(e) of the Investment Company Act of
1940 or to any suspension or revocation order issued thereunder;
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(6) Ls subject to an injunction issued pursuant to Section 35(d) of the Investment Company Act
of 1940; or

(7) Is subject to a U.S. Post Office fraud order.

(c) No exemption under §§ 230.601 to 230.610a shall be available for the securities of any issuer, if
any of its directors, officers or principal security holders, any investment adviser or any underwriter of
the securities to be offered, or any partner, director or officer of any such investment adviser or
underwriter: ]

(1) Has been convicted within ten years prior to the filing of the notification of any crime or
offense involving the purchase or sale of any security or arising out of such person’s conduct as an
underwriter, broker, dealer or investment adviser;

(2) Is temporarily or permanently restrained or enjoined by any court from engaging in or
continuing any conduct or practice in connection with the purchase or sale of any security or arising
out of such person’s conduct as an underwriter, broker, dealer or investment adviser;

(3) Is subject to an order of the Commission entered pursuant to section 15(b) or 15A(1) of the
Securities Exchange Act of 1934 (15 U.S.C. 780(b) or 780-3(1)); has been found by the Com-
mission to be a cause of any such order which is still in effect; or is subject w» an order of the
Commission entered pursuant to section 203(e) or (f) of the Investment Adviscrz Act of 1940 (15
U.S.C. 80b-3(e) or ());

(4) Is suspended or has been expelled from membership in 2 vational securities dealers’
association or a national securities exchange for conduct incensisteut with just and equitable
principles of trade; or

(5) Is subject to a U.S. Post Office fraud order.

(d) No exemption under §§ 230.601 to 230.610a shal) be available for the securities of any
issuer if any underwriter of such securities, or any gicestor, officer or partner of any such under-
writer was, or was named as, an underwriter of any .<curities:

(1) Covered by any registration statemen' which is the subject of any proceeding or exami-
nation under Section 8 of the Act, or is «ie subject of any refusal order or stop order entered
thereunder within five years prior to the fi:ng of the notification; or

(2) Covered by any filing which is subject to pending proceedings under § 230.610 or any
similar rule adopted under Section 3(b) of the Act, or to an order entered thereunder within five
years prior to the filing of su~. notification.

(e) Paragraph (b), (c) or (d) of this section shall not apply to the securities of any issuer if the
Commission determines, upon a showing of good cause, that it is not necessary under the circumstances
that the exemption be denied. Any such determination by the Commission shall be without prejudice to any
other action by the Commission in any other proceeding or matter with respect to the issuer or any other
person.

Rule 603. Amount of Securities Exempted.

(a) The aggregate offering price of all of the following securities of the issuer shall not exceed
$5,000,000:

(1) All securities presehtly being offered under this regulation, or specified in the notification
as proposed to be so offered;

(2) All securities previously sold pursuant to an offering under this regulation, commenced
within one year prior to the commencement of the proposed offering; and

(3) All securities sold in violation of Section 5(a) of the Act within one year prior to the
commencement of the proposed offering.
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. REGULATION 12d2

SUSPENSION OF TRADING—WITHDRAWAL—STRIKING FROM
LISTING AND REGISTRATION

Rule 12d2-1. Suspension of Trading.

(a) A national securities exchange may suspend from trading a security listed and registered
thereon in accordance with its rules. Such exchange shall promptly notify the Commission of any
such suspension, the effective date thereof, and the reasons therefor.

(b) Any such suspension may be continued until such time as it shall appear to the Commission
that such suspension is designed to evade the provisions of Section 12(d) and the rules and regulations
thereunder relating to the withdrawal and striking of a security from listing and registration. During
the continuance of such suspension the exchange shall notify the Commission promptly of any
change in the reasons for the suspension. Upon the restoration to trading of any security suspended
under this rule, the exchange shall notify the Commission promptly of the effective date thereof.

(c) Suspension of trading shall not terminate the registration Of any security.
Rule 12d2-2. Removal from Listing and Registration.

Preliminary Note: The filing of the Form 25 (§ 247 .5 of this chapter) by an issuer relates
solely to the withdrawal of a class of securities fron. Listing on a national securities exchange
and/or from registration under section 12(b) of (b2 Act (15 U.S8.C. 78/(b)), and shall not affect
its obligation to be registered under section 122} of the Act and/or reporting obligations under

. section 15(d) of the Act (15 U.S.C. 78a({A}).

Implemeniation. The rules of each 1 ational securities exchange must be designed o meet
the requirements of this section acd must be operative no later than April 24, 2006. Each
national securities exchange mudt submit to the Commission a proposed rule change that
complies with section 19(b) v the Act (15 U.S.C. 78s) and Rule 19b-4 (17 CFR 240.19b-4)
thereunder, and this sectivn no later than October 20, 2005.

(a) A national securiti=s cxchange must file with the Commission an application on Form 25
(17 CFR 249.25) to sirike a class of securities from listing on a national securities exchange and/
or registration under s=c.ion 12(b) of the Act within a reasonable time after the national securities
exchange is reliabyy imormed that any of the following conditions exist with respect to such a
security:

(1) The entire class of the security has been called for redemption, maturity or retirement;
appropriate notice thereof has been given; funds sufficient for the payment of all such securities
have been deposited with an agency authorized lo make such payments; and such funds have been
made available to security holders.

(2) The entire class of the security has been redeemed or paid at maturity or retirement.

(3) The instruments representing the securities comprising the entire class have come to
evidence, by operation of law or otherwise, other securities in substitution therefor and represent
no other right, except, if such be the fact, the right to receive an immediate cash payment (the right
of dissenters to receive the appraised or fair value of their holdings shall not prevent the application
of this provision).

however, that where such an event occurs as a result of an order of a court or other governmental
authority, the order shall be final, all applicable appeal periods shall have expired, and no appeals
shall be pending. J

. (4) All rights pertaining to the entire class of the security have been extinguished; provided,
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(b)(1) In cases not provided for in paragraph (a) of this section, a national securities exchange
may file an application on Form 25 to strike a class of securities from listing and/or withdraw the
registration of such securities, in accordance with its rules, if the rules of such exchange, at a
minimum, provide for:

(1) Notice to the issuer of the exchange’s decision to delist its securities;

(ii) An opportunity for appeal to the national securities exchange’s board of directors, or to a
committee designated by the board; and

(iii) Public notice of the national securities exchange’s final determination to remove the
security from listing and/or registration, by issuing a press release and posting notice on its Web
site. Public notice under this paragraph shall be disseminated no fewer than 10 days before the
delisting becomes effective pursuant to paragraph (d)(1) of this section, and must remain posted
on ils Web site until the delisting is effective.

(2) A national securities exchange must promptly deliver a copy of the application on Form
25 to the issuer.

(c)(1) The issuer of a class of securities listed on a national securities exchange and/or registered
under section 12(b) of the Act may file an application on Form 25 to netify the Commission of its
withdrawal of such securities from listing on such national securities excharige and its intention to
withdraw the securities from registration under section 12(b) of the Act.

(2) An issuer filing Form 25 under this paragraph must satisfy the raquirements in paragraph
(c)(2) of this section and represent on the Form 25 that such reqiicements have been met:

(i) The issuer must comply with all applicable lawe i1 ehiect in the state in which it is
incorporated and with the national securilies exchange’s i.es governing an issuer’s voluntary
withdrawal of a class of securities from listing and/or rgistzation.

(ii) No fewer than 10 days before the issuer files 2 arplication on Form 25 with the Commission,
the issuer must provide wrilten notice to the national securities exchange of its determination (o
withdraw the class of securities from listing and/or registration on such exchange. Such written
notice must set forth a description of the security involved, together with a statement of all material
facts relating to the reasons for withdrawe1 -om listing and/or regisiration.

(iii) Contemporaneous with providing written notice to the exchange of its intent to withdraw
a class of securities from listing ann/on registration, the issuer must publish notice of such intention,
along with its reasons for such withdrawal, via a press release and, if it has a publicly accessible
Web site, posting such noticz un that Web site. Any notice provided on an issuer’s Web site under
this paragraph shall remain wvailable until the delisting on Form 25 has become effective pursuant
to paragraph (d)(1) of this section. If the issuer has not arranged for listing and/or registration on
another national securities exchange or for quotation of its security in a quotation medium (as
defined in § 240.15¢2-11), then the press release and posting on the Web site must contain this
information.

(3) A national securities exchange, that receives, pursuant to paragraph (c)(2)(ii) of this section,
written notice from an issuer that such issuer has determined to withdraw a class of securities from
listing and/or registration on such exchange, must provide notice on its Web site of the issuer’s
intent to delist and/or withdraw from registration its securities by the next business day. Such notice
must remain posted on the exchange’s Web site until the delisting on Form 25 is effective pursuant
to paragraph (d)(1) of this section.

(d)(1) An application on Form 25 to strike a class of securities from listing on a national
securities exchange will be effective 10 days after Form 25 is filed with the Commission.

(2) An application on Form 25 to withdraw the registration of a class of securities under section
12(b) of the Act will be effective 90 days, or such shorter period as the Commission may determine,
after filing with the Commission.
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written notice to the exchange and issuer, postpone the effectiveness of an application to delist and/
or to deregister to determine whether the application on Form 25 to strike the security from
registration under section 12(b) of the Act has been made in accordance with the rules of the
exchange, or what terms should be imposed by the Commission for the protection of investors.

. (3) Notwithstanding paragraphs (d)(1) and (d)(2) of this section, the Commission may, by

(4) Notwithstanding paragraph (d)(2) of this section, whenever the Commission commences a
proceeding against an issuer under section 12 of the Act prior to the withdrawal of the registration
of a class of securities, such security will remain registered under section 12(b) of the Act until the
final decision of such proceeding or until the Commission otherwise determines to suspend the
effective date of, or revoke, the registration of a class of securities.

(5) Anissuer’s duty to file any reports under section 13(a) of the Act (15 U.S5.C. 78m(a)) and the
rules and regulations thereunder solely because of such security’s registration under section 12(b) of
the Act will be suspended upon the effective date for the delisting pursuant to paragraph (d)(1) of this
section. If, following the effective date of delisting on Form 25, the Commission, an exchange, or an
issuer delays the withdrawal of a security’s registration under section 12(b) of the Act, an issuer shall,
within 60 days of such delay, file any reports that would have been required under section 13(a) of the
Act and the rules and regulations thereunder, had the Form 25 not been filed. The issuer also shall
timely file any subsequent reports required under section 13(a) cf the Act for the duration of the
delay. 3

(6) An issuer whose reporting responsibilities under s=ction 13(a) of the Act are suspended for
a class of securities under paragraph (d)(5) of this sectio1 is, nevertheless, required to file any
reports that an issuer with such a class of securities regisicred under section 12 of the Act would be
required to file under section 13(a) of the Act if sach class of securities:

. (1) Is registered under section 12(g) of the Act; or

(i1) Would be registered, or would be i =quured to be registered, under section 12(g) of the Act but
for the exemption from registration unde. section 12(g) of the Act provided by section 12(g)(2)(A) of
the Act.

(7) (i) An issuer whose rentiting responsibilities under section 13(a) of the Act are suspended
under paragraph (d)(5) of this section is, nevertheless, required to file any reports that would be
required under section 15(:1y of the Act but for the fact that the reporting obligations are:

(A) Suspended for 2 class of securities under paragraph (d)(5) of this section; and
(B) Suspend=!. erminated, or otherwise absent under section 12(g) of the Act.

(i1) The reporting responsibilities of an issuer under section 15(d) of the Act shall continue
until the issuer is required to file reports under section 13(a) of the Act or the issuer’s reporting
responsibilities under section 15(d) of the Act are otherwise suspended.

(8) In the event removal is being effected under paragraph (a)(3) of this section and the
national securities exchange has admitted or intends to admit a successor security to trading under
the temporary exemption provided for by § 240.12a-5, the effective date of the Form 25, as set forth
in paragraph (d)(1) of this section, shall not be earlier than the date the successor security is
removed from its exempt status.

(e) The following are exempt from section 12(d} of the Act and the provisions of this section:
(1) Any standardized option, as defined in § 240.9b-1, that is:
(i) Issued by a clearing agency registered under section 17A of the Act (15 U.S5.C. 78q-1); and

(i) Traded on a national securities exchange registered pursuant to section 6(a) of the Act (15
U.S.C. 78f(a)); and
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(2) Any security futures product that is:

(i) Traded on a national securities exchange registered under section 6(a) of the Act or on a
national securities association registered pursuant to section 15A(a) of the Act (15 U.5.C. 780-3(a));
and

(ii) Cleared by a clearing agency registered as a clearing agency pursuant to section 17A of
the Act or is exempt from registration under section 17A(b)(7) of the Act.

UNLISTED TRADING

Rule 12f-1. Applications For Permission to Reinstate Unlisted Trading Privileges.

(a) An application to reinstate unlisted trading privileges may be made to the Commission by
any national securities exchange for the extension of unlisted trading privileges to any security for
which such unlisted trading privileges have been suspended by the Commission, pursuant to Section
12(f)(2)(A) of the Act (15 U.S.C. 78/(2)(A)). One copy of such application, executed by a duly
authorized officer of the exchange, shall be filed and shall set forth:

(1) Name of issuer;
(2) Title of security;

(3) The name of each national securities exchange, if any, on which such security is listed or
admitted to unlisted trading privileges;

(4) Whether transaction information concerning such securi: ¢ 1s reported pursuant to an ef-
fective transaction reporting plan contemplated by § 242.601 ~f inis chapter;

(5) The date of the Commission’s suspension of uriis'cd trading privileges in the security on
the exchange;

(6) Any other information which is deemed pcitinent to the question of whether the rein-
statement of unlisted trading privileges in such scsurity is consistent with the maintenance of fair
and orderly markets and the protection of ii-vestors; and

(7) That a copy of the instant apvlication has been mailed, or otherwise personally provided,
to the issuer of the securities for which unlisted trading privileges are sought and to each exchange
listed in Item (3) of this section.

Rule 12f-2. Extending Urlisteu ‘frading Privileges to a Security That Is the Subject of an
Initial Public Offering.

(a) General Provision. A national securities exchange may extend unlisted trading privileges
to a subject security when at least one transaction in the subject security has been effected on the
national securities exchange upon which the security is listed and the transaction has been reported
pursuant to an effective transaction reporting plan, as defined in § 242.600 of this chapter.

(b) The extension of unlisted trading privileges pursuant to this section shall be subject to all
the provisions set forth in Section 12(f) of the Act, as amended, and any rule or regulation
promulgated thereunder, or which may be promulgated thereunder while the extension is in effect.

(¢c) Definitions. TFor the purposes of this section:

(1) The term subject security shall mean a security that is the subject of an initial public
offering, as that term is defined in section 12(f)(1)(G)(i) of the Act (15 U.S.C. 78I(f)(1)(G)(i)), and

(2) An initial public offering commences at such time as is described in section 12(f)(1)(G)(ii)
of the Act (15 U.S.C. 78I(DH(1)(G)(ii)).
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Rule 12f-3. Termination or Suspension of Unlisted Trading Privileges.

(a) The issuer of any security for which unlisted trading privileges on any exchange have been
continued or extended, or any broker or dealer who makes or creates a market for such security, or
any other person having a bona fide interest in the question of termination or suspension of such
unlisted trading privileges, may make application to the Commission for the termination or sus-
pension of such unlisted trading privileges. One duly executed copy of such application shall be
filed, and it shall contain the following information:

(1) Name and address of applicant;

(2) A brief statement of the applicant’s interest in the question of termination or suspension of
such unlisted trading privileges;

(3) Title of security;
(4) Name of issuer;

(5) Amount of such security issued and outstanding (nomber of shares of stock or principal
amount of bonds), stating source of information;

(6) Annual volume of public trading in such security (numbor ot shares of stock or principal
amount of bonds) on such exchange for each of the three caleniar years immediately preceding the
date of such application, and monthly volume of trading in such security for each of the 12 calendar
months immediately preceding the date of such applicaticry

(7) Price range on such exchange for each of the 1. calendar months immediately preceding
the date of such application;

(8) A brief statement of the information in the applicant’s possession, and the sources thereof,
with respect to: (i) the extent of public tzacing in such security on such exchange, and (ii) the
character of trading in such security onsucli exchange; and

(9) A brief statement that a cspv of the instant application has been mailed, or otherwise
personally provided, to the exchange from which the suspension or termination of unlisted trading
privileges is sought, and to any utver exchange on which such security is listed or traded pursuant to
unlisted trading pnvileges

(b) Unlisted trading privileges in any security on any national securities exchange may be
suspended or termiraw2d by such exchange in accordance with its rules.

Rule 12f-4. Exen.ption of Securities Admitted to Unlisted Trading Privileges From
Sections 13, 14 and 16.

(a) Any security for which unlisted trading privileges on any national securities exchange
have been continued or extended pursuant to Section 12(f) of the Act shall be exempt from Section
13 of the Act unless: (1) such security or another security of the same issuer is listed and registered
on a national securities exchange or registered pursuant to Section 12(g) of the Act, or (2) such
issuer would be required to file information, documents and reports pursuant to Section 15(d) of the
Act but for the fact that securities of the issuer are deemed to be “registered on a national securities
exchange” within the meaning of Section 12(f)(6) of the Act.

(b) Any security for which unlisted trading privileges on any national securities exchange
have been continued or extended pursuant to Section 12(f) of the Act shall be exempt from Section
14 of the Act unless such security is also listed and registered on a national securities exchange or
registered pursuant to Section 12(g) of the Act.

(c)(1) Any equity security for which unlisted trading privileges on any national securities
exchange have been continued or extended pursuant to Section 12(f) of the Act shall be exempt
from Section 16 of the Act unless such security or another equity security of the same issuer is
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listed and registered on a national securities exchange or registered pursuant to Section 12(g) of
the Act.

(2) Any equity security for which unlisted trading privileges on any national securities ex-
change haye been continued or extended pursuant to Section 12(f) of the Act and which is not listed
and registered on any other such exchange or registered pursuant to Section 12(g) of the Act shall
be exempt from Section 16 of the Act insofar as that section would otherwise apply to any person
who is directly or indirectly the beneficial owner of more than 10 percent of such security, unless
another equity security of the issuer of such unlisted security is so listed or registered and such
beneficial owner is a director or officer of such issuer or directly or indirectly the beneficial owner
of more than 10 percent of any such listed or registered security.

(d) Any reference in this section to a security registered pursuant to Section 12(g) of the Act
shall include, and any reference to a security not so registered shall exclude, any security as to
which a registration statement pursuant to such section is at the time required to be effective.

Rule 12f-5. Exchange Rules For Securities to Which Unlisted Trading Privileges
Are Extended.

A national securities exchange shall not extend unlisted trading privileges (o any security
unless the national securities exchange has in effect a rule or rules providing ivr ‘ransactions in the
class or type of security to which the exchange extends unlisted trading privileges.

Rule 12f-6. Continuance of Unlisted Trading Privileges on Merg.1 Exchanges.
[Removed and Reserved 4/21/95, Release No. 34-35637.]

EXTENSION OF TIME AND EXCMPTIONS
PURSUANT TO SECTTON 12(g)

Rule 12g-1. Exemption From Section 12(g).

An issuer shall be exempt from the requitenent to register any class of equity securities
pursuant to Section 12(g)(1) if on the last day ¢V its most recent fiscal year the issuer had total assets
not exceeding $10 million and, with respect to a foreign private issuer, such securities were not
quoted in an automated inter-dealer quowation system.

Rule 12g-2. Securities Deemecd tv Be Registered Pursuant to Section 12(g)(1) Upon
Termination o¢ k.:amption Pursuant to Section 12(g)(2)(A) or (B).

Any class of securities which would have been required to be registered pursuant to section
12(g)(1) of the Act except for the fact that it was exempt from such registration by section 12(g)(2)(A)
because it was listed and registered on a national securities exchange, or by section 12(g)(2)(B) because
it was issued by an investment company registered pursuant to section 8 of the Investment Company
Act of 1940, shall upon the termination of the listing and registration of such class or the termination of
the registration of such company and without the filing of an additional registration statement be
deemed to be registered pursuant to said section 12(g)(1) if at the time of such termination (a) the issuer
of such class of securities has elected to be regulated as a business development company pursuant to
sections 55 through 65 of the Investment Company Act of 1940 and such election has not been
withdrawn, or (b) securities of the class are not exempt from such registration pursuant to section 12 or
rules thereunder and all securities of such class are held of record by 300 or more persons.

Rule 12g-3. Registration of Securities of Successor Issuers Under Section 12(b) or 12(g).

(a) Where in connection with a succession by merger, consolidation, exchange of securities,
acquisition of assets or otherwise, securities of an issuer that are not already registered pursuant to
section 12 of the Act (15 U.S.C. 78I) are issued to the holders of any class of securities of another
issuer that is registered pursuant to either section 12(b) or (g) of the Act (15 U.S.C. 78I(b) or (g)),
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the class of securities so issued shall be deemed to be registered under the same paragraph of
section 12 of the Act unless upon consummation of the succession:

(1) Such class is exempt from such registration other than by § 240.12g3-2;
(2) All securities of such class are held of record by less than 300 persons; or

(3) The securities issued in connection with the succession were registered on Form F-8 or
Form F-80 (§ 239.38 or § 239.41 of this chapter) and following succession the successor would not
be required to register such class of securities under section 12 of the Act (15 U.S.C. 78{) but for
this section.

(b) Where in connection with a succession by merger, consolidation, exchange of securities,
acquisition of assets or otherwise, securities of an issuer that are not already registered pursuant to
section 12 of the Act (15 U.S.C. 78I) are issued to the holders of any class of securities of another
issuer that is required to file a registration statement pursuant to either section 12(b) or (g) of the
Act (15 U.S.C. 78I(b) or (g)) but has not yet done so, the duty to file such statement shall be deemed
to have been assumed by the issuer of the class of securities so issued. The successor issuer shall file
a registration statement pursuant to the same paragraph of section 12 of the Act with respect to such
class within the period of time the predecessor issuer would have been required to file such a
statement unless upon consummation of the succession:

(1) Such class is exempt from such registration other than by § 240.12g3-2;
(2) All securities of such class are held of record by wss than 300 persons; or

(3) The securities issued in connection with the =uccession were registered on Form F-8 or
Form F-80 (§ 239.38 or § 239.41 of this chapter) and following the succession the successor would
not be required to register such class of securitics under section 12 of the Act (15 U.S.C. 78/) but for
this section.

(c) Where in connection with a svccession by merger, consolidation, exchange of securities,
acquisition of assets or otherwise, securities of an issuer that are not already registered pursuant to
section 12 of the Act (15 U.S.C. 781 ane issued to the holders of classes of securities of two or more
other issuers that are each regisicrzd pursuant to section 12 of the Act, the class of securities so
issued shall be deemed to be rcgistered under section 12 of the Act unless upon consummation of
the succession:

(1) Such class i« cxempt from such registration other than by § 240.12g3-2;
(2) All secnmiies of such class are held of record by less than 300 persons; or

(3) The securities issued in connection with the succession were registered on Form F-8 or
Form F-80 (§ 239.38 or § 239.41 of this chapter) and following succession the successor would not
be required to register such class of securities under section 12 of the Act (15 U.S.C. 78/) but for
this section.

(d) If the classes of securities issued by two or more predecessor issuers (as described in
paragraph (c) of this section) are registered under the same paragraph of section 12 of the Act (15
U.S.C. 781), the class of securities issued by the successor issuer shall be deemed registered under the
same paragraph of section 12 of the Act. If the classes of securities issued by the predecessor issuers
are not registered under the same paragraph of section 12 of the Act, the class of securities issued by
the successor issuer shall be deemed registered under section 12(g) of the Act (15 U.S.C. 78I(g)).

(e) An issuer that is deemed to have a class of securities registered pursuant to section 12 of
the Act (15 U.S.C. 78[) according to paragraph (a), (b), (c) or (d) of this section shall file reports on
the same forms and such class of securities shall be subject to the provisions of sections 14 and 16
of the Act (15 U.S.C. 78n and 78p) to the same extent as the predecessor issuers, except as follows:
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(1) An issuer that is not a foreign issuer shall not be eligible to file on Form 20-F (§ 249.220f
of this chapter) or to use the exemption in §240.3312-3.

(2) A foreign private issuer shall be eligible to file on Form 20-F (§ 249.220f of this chapter)
and to use the exemption in § 240.3a12-3.

(f) An issuer that is deemed to have a class of securities registered pursuant to section 12 of
the Act (15 U.8.C. 78/) according to paragraphs (a), (b), (¢) or (d) of this section shall indicate in the
Form 8-K (§249.308 of this chapter) report filed with the Commission in connection with the
succession, pursuant to the requirements of Form 8-K, the paragraph of section 12 of the Act under
which the class of securities issued by the successor issuer is deemed registered by operation of
paragraphs (a), (b), (c) or (d) of this section. If a successor issuer that is deemed registered under
section 12(g) of the Act (15 U.S.C. 78/(g)) by paragraph (d) of this section intends to list a class of
securities on a national securities exchange, it must file a registration statement pursuant to section
12(b) of the Act (15 U.S.C. 78/(b)) with respect to that class of securities.

(g) An issuer that is deemed to have a class of securities registered pursuant to section 12 of
the Act (15 U.S.C. 781) according to paragraph (a), (b), (c) or (d) of this section shall file an annual
report for each fiscal year beginning on or after the date as of which the succession occurred.
Annual reports shall be filed within the period specified in the appropriate forr:. Each such issuer
shall file an annual report for each of its predecessors that had securities rcgistered pursuant to
section 12 of the Act (15 U.S.C. 78]) covering the last full fiscal year of th: predecessor before the
registrant’s succession, unless such report has been filed by the predec=ssor. Such annual report
shall contain information that would be required if filed by the predeccssor.

Rule 12g3-2. Exemptions For American Depositary Receipts "nd Certain Foreign
Securities.

(a) Securities of any class issued by any foreign priva e 13suer shall be exempt from Section 12(g)
of the Exchange Act if the class has fewer than 300 huiders resident in the United States. This
exemption shall continue until the next fiscal year end at v/nich the issuer has a class of equity securities
held by 300 or more persons resident in the Unitea Stawzs. For the purpose of determining whether a
security is exempt pursuant to this paragraph:

(1) Securities held of record by perscns resident in the United States shall be determined as
provided in Exchange Act Rule 12g5-1 except that securities held of record by a broker, dealer,
bank or nominee for any of them for the accounts of customers resident in the United States shall be
counted as held in the United Stai=s by the number of separate accounts for which the securities are
held. The issuer may rely in good teith on information as to the number of such separate accounts
supplied by all owners of the class of its securities which are brokers, dealers, or banks or a nominee
for any of them.

(2) Persons in the United States who hold the security only through a Canadian Retirement
Account (as that term is defined in Rule 237(a)(2) under the Securities Act of 1933, shall not be
counted as holders resident in the United States.

(b)(1) A foreign private issuer shall be exempt from the requirement to register a class of
equity securities under section 12(g) of the Act (15 U.S.C. 78/(g)) if:

(i) The issuer is not required to file or furnish reports under section 13(a) of the Act (15 U.S.C.
78m(a)) or section 15(d) of the Act (15 U.S.C. 780(d));

(i1) The issuer currently maintains a listing of the subject class of securities on one or more
exchanges in a foreign jurisdiction that, either singly or together with the trading of the same class
of the issuer’s securities in another foreign jurisdiction, constitutes the primary trading market for
those securities; and
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information delivery system generally available to the public in its primary trading market, in-

. (iii) The issuer has published in English, on its Internet Web site or through an electronic
formation that, since the first day of its most recently completed fiscal year, it:

(A) Has made public or been required to make public pursuant to the laws of the country of its
incorporation, organization or domicile;

(B) Has filed or been required to file with the principal stock exchange in its primary trading
market on which its securities are traded and which has been made public by that exchange; and

(C) Has distributed or been required to distribute to its security holders.

Note 1 to Paragraph (b)(1). For the purpose of paragraph (b) of this section, primary
trading market means that at least 55 percent of the trading in the subject class of securities on
a worldwide basis took place in, on or through the facilities of a securities market or markets in
a single foreign jurisdiction or in no more than two foreign jurisdictions during the issuer’s
most recently completed fiscal year. If a foreign private issuer aggregates the trading of its
subject class of securities in two foreign jurisdictions for the purpose of this paragraph, the
trading for the issuer’s securities in at least one of the two foreign jurisdictions must be larger
than the trading in the United States for the same class of the issuer’s securities. When
determining an issuer’s primary trading market under this narcgraph, calculate average daily
trading volume in the United States and on a worldwide basis as under Rule 12h-6 under the
Act (§ 240.12h-6).

Note 2 to Paragraph (b)(1): Paragraph (b)(1:(i1) of this section does not apply to an
issuer when claiming the exemption under parasraph (b) upon the effectiveness of the ter-
mination of its registration of a class of cecurities under section 12(g) of the Act, or the
termination of its obligation to file or furrush reports under section 15(d) of the Act.

. Note 3 to Paragraph (b)(1): Corvxe2ztory stock options for which the underlying securities
are in a class exempt under paragrapi. (b) of this section are also exempt under that paragraph.

(2)(1) In order to maintain the «xcmption under paragraph (b) of this section, a foreign private
issuer shall publish, on an ongoing balis and for each subsequent fiscal year, in English, on its Internet
Web site or through an electronic information delivery system generally available to the public in its
primary trading market, the infcrmation specified in paragraph (b)(1)(iil) of this section.

(ii) An issuer must electronically publish the information required by paragraph (b)(2) of this
section promptly afe: the information has been made public.

(3)(1) The 'miwmation required to be published electronically under paragraph (b) of this
section is information that is material to an investment decision regarding the subject securities,
such as information concerning:

(A) Results of operations or financial condition;

(B) Changes in business;

(C) Acquisitions or dispositions of assets;

(D) The issuance, redemption or acquisition of securities;

(E) Changes in management or control;

(F) The granting of options or the payment of other remuneration to directors or officers; and
(G) Transactions with directors, officers or principal security holders.

(ii) At a minimum, a foreign private issuer shall electronically publish English translations of
the following documents required to be published under paragraph (b) of this section if in a foreign
language:

(BULLETIN NoO. 283, 06-15-15)
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(A) Its annual report, including or accompanied by annual financial statements;

(B) Interim reports that include financial statements;
(C) Press releases; and

(D) All other communications and documents distributed directly to security holders of each
class of securities to which the exemption relates.

(c) The exemption under paragraph (b) of this section shall remain in effect until:

(1) The issuer no longer satisfies the electronic publication condition of paragraph (b)(2) of
this section;

(2) The issuer no longer maintains a listing of the subject class of securities on one or more
exchanges in a primary trading market, as defined under paragraph (b)(1) of this section; or

(3) The issuer registers a class of securities under section 12 of the Act or incurs reporting
obligations under section 15(d) of the Act.

(d) Depositary shares registered on Form F-6 (§ 239.36 of this chapter), but not the underlying
deposited securities, are exempt from section 12(g) of the Act under this parag.api.

Rule 12g-4. Certifications of Termination of Registration Under Section 12(g).

(a) Termination of registration of a class of securities under sectior 12(g) of the Act (15 U.S5.C.
781(g)) shall take effect 90 days, or such shorter period as the Commission may determine, after the
issuer certifies to the Commission on Form 15 (17 CFR 249.323) \hau the class of securities is held
of record by:

(1) Less than 300 persons; or

(2) Less than 500 persons, where the total assets of the issuer have not exceeded $10 million
on the last day of each of the issuer’s most recent \hree fiscal years.

(b) The issuer’s duty to file any reports iequired under Section 13(a) shall be suspended
immediately upon filing a certification on Foim 15, provided, however, that if the certification on
Form 15 is subsequently withdrawn or dewicd, the issuer shall, within 60 days after the date of such
withdrawal or denial, file with the Ccmmission all reports which would have been required had the
certification on Form 15 not been fiied, if the suspension resulted from the issuer’s merger into, or
consolidation with, another issusi or issuers, the certification shall be filed by the successor issuer.

Rule 12g5-1. Definition of Sccurities “Held of Record.”*

(a) For the purpose of determining whether an issuer is subject to the provisions of Sections
12(g) and 15(d) of the Act, securities shall be deemed to be “held of record” by each person who is
identified as the owner of such securities on records of security holders maintained by or on behalf
of the issuer, subject to the following:

(1) In any case where the records of security holders have not been maintained in accordance
with accepted practice, any additional person who would be identified as such an owner on such
records if they had been maintained in accordance with accepted practice shall be included as a
holder of record.

(2) Securities identified as held of record by a corporation, a partnership, a trust whether or not
the trustees are named, or other organization shall be included as so held by one person.

*Effective June 19, 2015, Rule 12g5-1 is amended by adding paragraph (a)(7) as pait of the amendments to
Regulation A and other rules and forms to implement Section 401 of the Jumpstart Our Business Startups Act.
See SEC Release Nos. 33-9741; 34-74578; 39-2501; March 25, 2015.

(BULLETIN No. 283, 06-15-15)
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(3) Securities identified as held of record by one or more persons as trustees, execulors,
guardians, custodians or in other fiduciary capacities with respect to a single trust, estate or account
shall be included as held of record by one person.

(4) Securities held by two or more persons as co-owners shall be included as held by one
person.

(5) Each outstanding unregistered or bearer certificate shall be included as held of record by a
separate person, except to the extent that the issuer can establish that, if such securities were regis-
tered, they would be held of record, under the provisions of this rule, by a lesser number of persons.

(6) Securities registered in substantially similar names where the issuer has reason to believe
because of the address or other indications that such names represent the same person, may be
included as held of record by one person.

#(7) Other than when determining compliance with Rule 257(d)(2) of Regulation A
(§ 230.257(d)(2) of this chapter), the definition of “held of record” shall not include securities
issued in a Tier 2 offering pursuant to Regulation A by an issuer that:

(i) Is required to file reports pursuant to Rule 257(b) of Reguiation A (§230.257(b) of this
chapter);

(ii) Is current in filing annual, semiannual and special financial reports pursuant to such rule as
of its most recently completed fiscal year end;

(iii) Has engaged a transfer agent registered pursuatt (0 Section 17A(c) of the Act to perform
the function of a transfer agent with respect to sucli 5. curities; and

(iv) Had a public float of less than $75 miinon as of the last business day of its most recently
completed semiannual period, computed by rau'uiplying the aggregate worldwide number of shares
of its common equity securities held by nca-atniliates by the price at which such securities were last
sold (or the average bid and asked piices of such securities) in the principal market for such
securities or, in the event the result of such public float calculation was zero, had annual revenues of
less than $50 million as of its mos® v=zently completed fiscal year. An issuer that would be required
to register a class of securities under Section 12(g) of the Act as a result of exceeding the applicable
threshold in this paragraph (a:(7)(iv), may continue to exclude the relevant securities from the
definition of “held of record  for a transition period ending on the penultimate day of the fiscal
year two years after the date it became ineligible. The transition period terminates immediately
upon the failure of ¢n issuer to timely file any periodic report due pursuant to Rule 257 (§ 230.257
of this chapter} 2 which time the issuer must file a registration statement that registers that class of
securities under \he Act within 120 days.

(b) Notwithstanding paragraph (a) of this section:

(1) Securities held, to the knowledge of the issuer, subject to a voting trust, deposit agreement
or similar arrangement shall be included as held of record by the record holders of the voting trust
certificates, certificates of deposit, receipts or similar evidences of interest in such securities;
Provided however, That the issuer may rely in good faith on such information as is received in
response to its request from a non-affiliated issuer of the certificates or evidences of interest.

(2) Whole or fractional securities issued by a savings and loan association, building and loan
association, cooperative bank, homestead association, or similar institution for the sole purpose of

[The next page is 1215.)

*Effective June 19, 2015, Rule 12g5-1 is amended by adding paragraph (a)}(7) as part of the amendments to
Regulation A and other rules and forms to implement Section 401 of the Jumpstart Our Business Startups Act.
See SEC Release Nos. 33-9741; 34-74578; 39-2501; March 25, 2015.
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qualifying a borrower for membership in the issuer, and which are to be redeemed or repurchased
by the issuer when the borrower’s loan is terminated, shall not be included as held of record by any
person.

(3) If the issuer knows or has reason to know that the form of holding securities of record is
used primarily to circumvent the provisions of Section 12(g) or 15(d) of the Act, the beneficial
owners of such securities shall be deemed to be the record owners thereof.

Rule 12g5-2. Definition of “Total Assets.”

For the purpose of Section 12(g)(1) of the Act, the term “total assets” shall mean the total assets as
shown on the issuer’s balance sheet or the balance sheet of the issuer and its subsidiaries consolidated,
whichever is larger, as required to be filed on the form prescribed for registration under this section and
prepared in accordance with the pertinent’ provisions of Regulation S-X. Where the security is a
certificate of deposit, voting trust certificate, or certificate or other evidence of interest in a similar trust
or agreement, the “total assets™ of the issuer of the security held under the trust or agreement shall be
deemed to be the “total assets™ of the issuer of such certificate or evidence of interest.

Rule 12g-6. Exemption For Securities Issued Pursuant to Section 4(a)(6) of the Securities
Act of 1933.%

(a) For purposes of determining whether an issuer is reozicec. to register a security with the
Commission pursuant to Section 12(g)(1) of the Act (15 U.S.C..78{(g)(1)), the definition of held of
record shall not include securities issued pursuant to the ofiaring exemption under section 4(a)(6) of
the Securities Act (15 U.8.C. 77d(a)(6)) by an issuer that:

(1) Is current in filing its ongoing annual reports required pursuant to § 227.202 of this chapter;

(2) Has total assets not in excess of $25 1qiliion as of the end of its most recently completed
fiscal year; and

(3) Has engaged a transfer agent 1>g1siered pursuant to Section 17A(c) of the Act to perform
the function of a transfer agent with respuct to such securities.

(b) An issuer that would be required to register a class of securities under Section 12(g) of the
Act as a result of exceeding th= asset threshold in paragraph (a)(2) of this section may continue to
exclude the relevant secunfies from the definition of “held of record” for a transition period ending
on the penultimate day of thz fiscal year two years after the date it became ineligible. The transition
period terminates ivimediately upon the failure of an issuer to timely file any periodic report due
pursuant to § 227.202 at which time the issuer must file a registration statement that registers that
class of securitics cnder the Act within 120 days.

Rule 12h-1. Exemptions From Registration Under Section 12(g) of the Act.

Issuers shall be exempt from the provisions of Section 12(g) of the Act with respect to the
following securities:

(a) Any interest or participation in an employee stock bonus, stock purchase, profit sharing,
pension, retirement, incentive, thrift, savings or similar plan which is not transferable by the holder
except in the event of death or mental incompetency, or any security issued solely to fund such plans;

(b) Any interest or participation in any common trust fund or similar fund maintained by a
bank exclusively for the collective investment and reinvestment of monies contributed thereto by
the bank in its capacity as a trustee, executor, administrator, or guardian. For purposes of this
paragraph (b), the term “common trust fund” shall include a common trust fund which is main-
tained by a bank which is a member of an affiliated group, as defined in Section 1504(a) of the

*Effective May 16, 2016, Rule 12g-6 is added as part of the new rules permitting companies to offer and sell
securities through crowdfunding. SEC Release Nos. 33-9974; 34-76324; October 30, 2015.
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Internal Revenue Code of 1954, and which is maintained exclusively for the investment and
reinvestment of monies contributed thereto by one or more bank members of such affiliated group
in the capacity of trustee, executor, administrator, or guardian, provided that:

(1) The common trust fund is operated in compliance with the same state and federal regu-
latory requirements as would apply if the bank maintaining such fund and any other contributing
banks were the same entity; and -

(2) The rights of persons for whose benefit a contributing bank acts as trustee, executor,
administrator or guardian would not be diminished by reason of the maintenance of such common
trust fund by another bank member of the affiliated group;

(c) Any class of equity security which would not be outstanding 60 days afier a registration
statement would be required to be filed with respect thereto;

(d) Any standardized option, as that term is defined in Rule 9b-1(a)(4), that is issued by a
clearing agency registered under section 17A of the Act (15 U.S.C. 78q-1) and traded on a national
securities exchange registered pursuant to section 6(a) of the Act (15 U.S.C. 78{(a)) or on a national
securities association registered pursuant to section 15A(a) of the Act (15 U.S.C. 780-3(a));

(e) Any security futures product that is traded on a national securities exchunge registered
pursuant to section 6 of the Act (15 U.S.C. 78f) or on a national securities ascuciation registered
pursuant to section 15A(a) of the Act (15 U.S.C. 780-3(a)) and cleared by 1 c'caring agency that is
registered pursuant to section 17A of the Act (15 U.S.C. 78g-1) or is exempt from registration under
section 17A(b)(7) of the Act (15 U.S.C. 78¢-1(b)(7)).

(H(1) Stock options issued under writien compensatory stock + ntion plans under the following
conditions:

(i) The issuer of the equity security underlying thes ticck options does not have a class of
security registered under section 12 of the Act and is 0t -cquired to file reports pursuant to section
15(d) of the Act;

(ii) The stock options have been issued puisvant to one or more written compensatory stock
option plans established by the issuer, its pareuts, its majority-owned subsidiaries or majority-
owned subsidiaries of the issuer’s parents,

Note to Paragraph (f)(1)(¢i). Ail stock options issued under all written compensatory
stock option plans on the sam= class of equity security of the issuer will be considered part of
the same class of equity se-wity for purposes of the provisions of paragraph (f) of this section.

(iii) The stock options aic held only by those persons described in Rule 701(c) under the
Securities Act (17 CFR 230.701(c)) or their permitted transferees as provided in paragraph (£)(1)(iv)
of this section;

(iv) The stock options and, prior to exercise, the shares to be issued on exercise of the stock
options are restricted as to transfer by the optionholder other than to persons who are family members
(as defined in Rule 701(c)(3) under the Securities Act (17 CFR 230.701(c)(3))) through gifts or
domestic relations orders, or to an executor or guardian of the optionholder upon the death or disability
of the optionholder until the issuer becomes subject to the reporting requirements of section 13 or 15(d)
of the Act or is no longer relying on the exemption pursuant to this section; provided that the
optionholder may transfer the stock options to the issuer, or in connection with a change of control or
other acquisition transaction involving the issuer, if after such transaction the stock options no longer
will be outstanding and the issuer no longer will be relying on the exemption pursuant to this section;

Note to Paragraph (f)(1)(iv): For purposes of this section, optionholders may include any
permitted transferee under paragraph (f)(1)(iv) of this section; provided that such permitted
transferees may not further transfer the stock options;

(v) The stock options and the shares issuable upon exercise of such stock options are restricted
as to any pledge, hypothecation, or other transfer, including any short position, any “put equivalent

(BULLETIN NoO. 286, 12-15-15)
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defined in § 240.16a-1(b) of this chapter) by the optionholder prior to exercise of an option, except
in the circumstances permitted in paragraph (f)(1)(iv) of this section, until the issuer becomes
subject to the reporting requirements of section 13 or 15(d) of the Act or is no longer relying on the
exemption pursuant paragraph [sic] (F)(1) of this section; and

. position” (as defined in §240.16a-1(h) of this chapter), or any “call equivalent position™ (as

Note to Paragraphs (f)(1)(iv) and (f)(1)(v): The transferability restrictions in paragraphs
(H)(1)(iv) and (F)(1)(v) of this section must be contained in a written compensatory stock option
plan, individual written compensatory stock option agreement, other stock purchase or
stockholder agreement to which the issuer and the optionholder are a signatory or party, other
enforceable agreement by or against the issuer and the optionholder, or in the issuer’s by-laws
or certificate or articles of incorporation; and

(vi) The issuer has agreed in the written compensatory stock option plan, the individual written
compensatory stock option agreement, or another agreement enforceable against the issuer to
provide the following information to optionholders once the issuer is relying on the exemption
pursuant to paragraph (f)(1) of this section until the issuer becomes subject to the reporting
requirements of section 13 or 15(d) of the Act or is no longer relying on the exemption pursuant
paragraph (f)(1) of this section:

The information described in Rules 701(e)(3), (4), and (5) unzer the Securities Act (17 CFR
230.701(e)(3), (4), and (5)), every six months with the financia' statements being not more than 180
days old and with such information provided either by physical or electronic delivery to the
optionholders or by written notice to the optionholders of (.= availability of the information on an
Internet site that may be password-protected and of any 1.assword needed to access the information.

Note to Paragraph (f)(1)(vi): The issuct may request that the optionholder agree to keep

the information to be provided pursuant to this section confidential. If an optionholder does not

. agree to keep the information to be ntovided pursuant to this section confidential, then the
issuer is not required to provide thz «formation.

(2) If the exemption provided by paragzraph (£)(1) of this section ceases to be available, the issuer
of the stock options that is relying or the exemption provided by this section must file a registration
statement to register the class of sicck options under section 12 of the Act within 120 calendar days
after the exemption provided b paragraph (f)(1) of this section ceases to be available; and

(g)(1) Stock optiors ‘ssued under written compensatory stock option plans under the following
conditions:

(i) The izsucr of the equity security underlying the stock options has registered a class of
security under section 12 of the Act or is required to file periodic reports pursuant to section 15(d)
of the Act;

(11) The stock options have been issued pursuant to one or more written compensatory stock
option plans established by the issuer, its parents, its majority-owned subsidiaries or majority-
owned subsidiaries of the issuer’s parents;

Note to Paragraph (g)(1)(ii); All stock options issued under all of the written compen-
satory stock option plans on the same class of equity security of the issuer will be considered
part of the same class of equity security of the issuer for purposes of the provisions of
paragraph (g) of this section; and

(i11) The stock options are held only by those persons described in Rule 701(c) under the
Securities Act (17 CFR 230.701(c)) or those persons specified in General Instruction A.1(a) of Form
§-8 (17 CFR 239.16b); provided that an issuer can still rely on this exemption if there is an insig-
nificant deviation from satisfaction of the condition in this paragraph (g)(1)(iii) and after December 7,
. 2007, the issuer has made a good faith and reasonable attempt to comply with the conditions of this
paragraph (g)(1)(iii). For purposes of this paragraph (g)(1)(iii), an insignificant deviation exists if the
number of optionholders that do not meet the condition in this paragraph (g)(1)(iii) are insignificant
both as to the aggregate number of optionholders and number of outstanding stoclc options.

(BULLETIN No. 286, 12-15-15)
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(2) If the exemption provided by paragraph (g)(1) of this section ceases to be available, the
issuer of the stock options that is relying on the exemption provided by this section must file a
registration statement to register the class of stock options or a class of security under section 12 of
the Act within 60 calendar days after the exemption provided in paragraph (g)(1) of this section
ceases to be available.

(h) Any security-based swap that is issued by a clearing agency registered as a clearing agency
under Section 17A of the Act (15 U.S.C. 78q-1) or exempt from registration under Section 17A of
the Act pursuant to a rule, regulation, or order of the Commission in its function as a central
counterparty that the Commission has determined must be cleared or that is permitted to be cleared
pursuant to the clearing agency’s rules, and that was sold to an eligible contract participant (as
defined in Section 1a(18) of the Commodity Exchange Act (7 U.5.C. 1a(18))) in reliance on Rule
239 under the Securities Act of 1933 (17 CFR 230.239).

(i) Any security-based swap offered and sold in reliance on Rule 240 under the Securities Act
of 1933. This rule will expire on February 11, 2017. In such event, the Commission will publish a
rule removing this paragraph (i) from 17 CFR Part 240 or modifying it as appropriate.

Rule 12h-2. [Reserved.]

Rule 12h-3. Suspension of Duty to File Reports Under Section 15(d).

(a) Subject to paragraphs (c) and (d) of this section, the duty under secticn 15(d) to file reports
required by section 13(a) of the Act with respect to a class of securities .pezified in paragraph (b) of
this section shall be suspended for such class of securities immcdiatcly upon filing with the
Commission a certification on Form 15 (17 CFR 249.323) if thc issuer of such class has filed all
reports required by section 13(a), without regard to Rule 12L-25 (17 CFR 249.322), for the shorter
of its most recent three fiscal years and the portion of the cursent year preceding the date of filing
Form 15, or the period since the issuer became subject to such reporting obligation. If the certi-
fication on Form 15 is subsequently withdrawn or deni=d. the issuer shall, within 60 days, file with
the Commission all reports which would have been 12aured if such certification had not been filed.

(b) The classes of securities eligible fev the suspension provided in paragraph (a) of this
section are:

(1) Any class of securities, other than any class of asset-backed securities, held of record by:
(i) Less than 300 persons; or

(i1) By less than 500 pe.sons, where the total assets of the issuer have not exceeded $10
million on the last day of e.ch of the issuer’s three most recent fiscal years; and

(2) Any class or securities deregistered pursuant to section 12(d) of the Act if such class would
not thereupon be deemed registered under section 12(g) of the Act or the rules thereunder.

Note to Paragraph (b): The suspension of classes of assef-backed securities is addressed
in § 240.15d-22.

(c) This section shall not be available for any class of securities for a fiscal year in which a
registration statement relating to that class becomes effective under the Securities Act of 1933, or is
required to be updated pursuant to section 10(a)(3) of the Act, and, in the case of paragraph (b)(1)(ii),
the two succeeding fiscal years; Provided, however, That this paragraph shall not apply to the duty to
file reports which arises solely from a registration statement filed by an issuer with no significant
assets, for the reorganization of a non-reporting issuer into a one subsidiary holding company in
which equity security holders receive the same proportional interest in the holding company as they

[The next page is 1219.]
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held in the non-reporting issuer, except for changes resulting from the exercise of dissenting
shareholder rights under state law.

(d) The suspension provided by this rule relates only to the reporting obligation under section 15(d)
with respect to a class of securities, does not affect any other duties imposed on that class of securities,
and shall continue as long as either criteria (i) or (ii) of paragraph (b)(1) is met on the first day of any
subsequent fiscal year; provided, however, that such criterion need not be met if the duty to file reports
arises solely from a registration statement filed by an issuer with no significant assets in a reorganization
of a non-reporting company into a one subsidiary holding company in which equity security holders
receive the same proportional interest in the holding company as they held in the non-reporting issuer
except for changes resulting from the exercise of dissenting shareholder rights under state law.

(e) If the suspension provided by this section is discontinued because a class of securities does
not meet the eligibility criteria of paragraph (b) of this section on the first day of an issuer’s fiscal
year, then the issuer shall resume periodic reporting pursuant to section 15(d) of the Act by filing an
annual report on Form 10-K for its preceding fiscal year, not later than 120 days after the end of
such fiscal year.

Rule 12h-4. Exemption From Duty to File Reports Under Section 15(d).

An'issuer shall be exempt from the duty under Section 15(d) of the Act to file reports required
by Section 13(a) of the Act with respect to securities registerec. urder the Securities Act of 1933 on
Form F-7, Form F-8 or Form F-80, provided that the issucris exempt from the obligations of
Section 12(g) of the Act pursuant to Rule 12g3-2(b).

Rule 12h-5. Exemption For Subsidiary Issuers <{ Guaranteed Securities and Subsidiary
Guarantors.

l(a) Any issuer of a guaranteed security or guarantor of a security, that is permitted to omit
financial statements by Rule 3-10-of Regr!«tion 5-X is exempt from the requirements of Section 13(a)
or 15(d) of the Exchange Act.

(b) Any issuer of a guarantecd zecurity, or guarantor of a security, that would be permitied to
omit financial statements by Ruiz 3-10 of Regulation S-X, but is required to file financial
statements in accordance wih the operation of Rule 3-10(g) of Regulation S-X, is exempt from
the requirements of Section 13(a) or 15(d) of the Exchange Act.

Rule 12h-6. Certifica‘ion By a Foreign Private Issuer Regarding the Termination of
Recisiration of a Class of Securities Under Section 12(g) or the Duty to
Ele Reports Under Section 13(a) or Section 15(d).

(a) A foreign private issuer may terminate the registration of a class of securities under section
12(g) of the Act (15 U.S.C. 78i(g)), or terminate the obligation under section 15(d) of the Act (15
U.S.C. 780(d)) to file or furnish reports required by section 13(a) of the Act (15 U.S.C. 78m(a))
with respect to a class of equity securities, or both, after certifying to the Commission on Form 15F
(17 CFR 249.324) that:

(1) The foreign private issuer has had reporting obligations under section 13(a) or section 15(d) of
the Act for at least the 12 months preceding the filing of the Form 15F, has filed or furnished all reports
required for this period, and has filed at least one annual report pursuant to section 13(a) of the Act;

(2) The foreign private issuer’s securities have not been sold in the United States in a reg-
istered offering under the Securities Act of 1933 (15 U.S.C. 77a et seq.) during the 12 months
preceding the filing of the Form 15F, other than securities issued:

(1) To the issuer’s employees;

(i1) By selling security holders in non-underwritten offerings;

(BULLETIN NO. 269, 02-15-13)
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(iii) Upon the exercise of outstanding rights granted by the issuer if the rights are granted pro
rata to all existing security holders of the class of the issuer’s securities to which the rights attach;

(iv) Pursuant to a dividend or interest reinvestment plan; or

(v) Upon the conversion of outstanding convertible securities or upon the exercise of out-
standing transferable warrants issued by the issuer;

Note to Paragraph (a)(2): The exceptions in paragraphs (a)(2)(iii)}~(v) do not apply to
securities issued pursuant to a standby underwritten offering or other similar arrangement in
the United States;

(3) The foreign private issuer has maintained a listing of the subject class of securities for at
least the 12 months preceding the filing of the Form L5F on one or more exchanges in a foreign
jurisdiction that, either singly or together with the trading of the same class of the issuer’s securities
in another foreign jurisdiction, constitutes the primary trading market for those securities; and

(4)(@) The average daily trading volume of the subject class of securities in the United States
for a recent 12-month period has been no greater than 5 percent of the average daily trading volume
of that class of securities on a worldwide basis for the same period; or

(ii) On a date within 120 days before the filing date of the Form 15F, a forign private issuer’s
subject class of equity securities is either held of record by:

(A) Less than 300 persons on a worldwide basis; or
(B) Less than 300 persons resident in the United States.

Note to Paragraph (a)(4): 1f an issuer’s equity secitics trade in the form of American
Depositary Receipts in the United States, for purposes of paragraph (a){4)(i), it must calculate
the trading volume of its American Depositary Rec=ipts in terms of the number of securities
represented by those American Depositary Rec2:ats.

(b) A foreign private issuer must wait at least 12 months before it may file a Form 15F to
terminate its section 13(a) or 15(d) reporting uhligations in reliance on paragraph (a)(4)(i) of this
section if:

(1) The issuer has delisted a class of equity securities ffom a national securities exchange or
inter-dealer quotation system in the United States, and at the time of delisting, the average daily
trading volume of that class of scurities in the United States exceeded 5 percent of the average
daily trading volume of that cl:ss on securities on a worldwide basis for the preceding 12 months; or

(2) The issuer has terminated a sponsored American Depositary Receipts facility, and at the
time of termination the average daily trading volume in the United States of the American De-
positary Receipts exceeded 5 percent of the average daily trading volume of the underlying class of
securities on a worldwide basis for the preceding 12 months.

(c) A foreign private issuer may terminate its duty to file or furnish reports pursuant to section
13(a) or section 15(d) of the Act with respect to a class of debt securities after certifying to the
Commission on Form [5F that:

(1) The foreign private issuer has filed or furnished all reports required by section 13(a) or
section 15(d) of the Act, including at least one annual report pursuant to section 13(a) of the Act; and

(2) On a date within 120 days before the filing date of the Form 15F, the class of debt
securities is either held of record by:

(i) Less than 300 persons on a worldwide basis; or

(i1) Less than 300 persons resident in the United States.
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(d)(1) Following a merger, consolidation, exchange of securities, acquisition of assets or
otherwise, a foreign private issuer that has succeeded to the registration of a class of securities under
section 12(g) of the Act of another issuer pursuant to § 240.12g-3, or to the reporting obligations of
another issuer under section 15(d) of the Act pursuant to § 240.15d-5, may file a Form 15F to
terminate that registration or those reporting obligations if:

(i) Regarding a class of equity securities, the successor issuer meets the conditions under
paragraph (a) of this section; or

(ii) Reparding a class of debt securities, the successor issuer meets the conditions under
paragraph (c) of this section,

(2) When determining whether it meets the prior reporting requirement under paragraph (a)(1)
or paragraph (c)(1) of this section, a successor issuer may take into account the reporting history of
the issuer whose reporting obligations it has assumed pursuant to § 240.12g-3 or § 240.15d-5.

(e) Counting Method. When determining under this section the number of United States
residents holding a foreign private issuer’s equity or debt securities:

(1)(1) Use the method for calculating record ownership § 240.1273-2(a), except that you may
limit your inquiry regarding the amount of securities represented by accounts of customers resident
in the United States to brokers, dealers, banks and other nominces 1ocated in:

(A) The United States;

(B) The foreign private issuer’s jurisdiction nf ivcerporation, legal organization or estab-
lishment; and

(C) The foreign private issuer’s primary. vading market, if different from the issuer’s
jurisdiction of incorporation, legal organizafiu:or establishment.

(i1) If you aggregate the trading velume of the issuer’s securifies in two foreign jurisdictions
for the purpose of complying with paragraph (a)(3) of this section, you must include both of those
foreign jurisdictions when conductisg your inquiry under paragraph (e)(1)(i) of this section.

(2) 1f, after reasonable izauiiy, you are unable without unreasonable effort to obtain infor-
mation about the amount of wecurities represented by accounts of customers resident in the United
States, for purposes of s section, you may assume that the customers are the residents of the
jurisdiction in which the nominee has its principal place of business.

(3) You mus® count securities as owned by United States holders when publicly filed reports
of beneficial ovnership or other reliable information that is provided to you indicates that the
securities are held by United States residents.

(4) When calculating under this section the number of your United States resident security
holders, you may rely in good faith on the assistance of an independent information services
provider that in the regular course of its business assists issuers in determining the number of, and
collecting other information concerning, their security holders.

(f) Definitions. For the purpose of this section:

(1) Debt security means any security other than an equity security as defined under
§240.3al -1, including:

(i) Non-participatory preferred stock, which is defined as non-convertible capital stock, the
holders of which are entitled to a preference in payment of dividends and in distribution of assets on
liquidation, dissolution, or winding up of the issuer, but are not entitled to participate in residual
earnings or assets of the issuer; and

(ii) Notwithstanding § 240.3a11-1, any debt security described in paragraph (£)(3)() and (ii)
of this section;
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(2) Employee has the same meaning as the definition of employee provided in Form S-8
(§239.16b).

(3) Equity security means the same as under § 240.3al1-1, but, for purposes of paragraphs
(a)(3) and (a)(4)(i) of this section, does not include:

(i) Any debt security that is convertible into an equity security, with or without consider-
ation;

(i1) Any debt security that includes a warrant or right to subscribe to or purchase an equity
security;

(iii) Any such warrant or right; or

(iv) Any put, call, straddle, or other option or privilege that gives the holder the option of
buying or selling a security but does not require the holder to do so.

(4) Foreign private issuer has the same meaning as under § 240.3b-4.
(5) Primary trading market means that:

(i) At least 55 percent of the trading in a foreign private issuer’s class of scouiities that is the
subject of Form 15F took place in, on or through the facilities of a securities raaticet or markets in a
single foreign jurisdiction or in no more than two foreign jurisdictions durirg a recent 12-month
period; and

(ii) If a foreign private issuer aggregates the trading of its. szhiect class of securities in two
foreign jurisdictions for the purpose of paragraph (a)(3) of this sece tion, the trading for the issuer’s
securities in at least one of the two foreign jurisdictions must ve layger than the trading in the United
States for the same class of the issuer’s securities.

(6) Recent 12-month period means a 12-calendor-incath period that ended no more than 60
days before the filing date of the Form 15F.

(g)(1) Suspension of a foreign private issuer’z duty to file reports under section 13(a) or section
15(d) of the Act shall occur immediately upor fiiing the Form 15F with the Commission if filing
pursuant to paragraph (a), (c) or (d) of this zection. If there are no objections from the Commission,
90 days, or such shorter period as the Comnussion may determine, after the issuer has filed its Form
15F, the effectiveness of any of the toliowing shall occur:

(i) The termination of registation of a class of securities under section 12(g); and

(ii) The rermination oi a ‘oreign private issuer’s duty to file reports under section 13(a) or
section 15(d) of the Act.

(2) If the Form 15F is subsequently withdrawn or denied, the issuer shall, within 60 days after
the date of the withdrawal or denial, file with or submit to the Commission all reports that would
have been required had the issuer not filed the Form 15F.

(h) As a condition to termination of registration or reporting under paragraph (a), (c) or (d) of
this section, a foreign private issuer must, either before or on the date that it files its Form 15F,
publish a notice in the United States that discloses its intent to terminate its registration of a class of
securities under section 12(g) of the Act, or its reporting obligations under section 13(a) or section 15(d)
of the Act, or both. The issuer must publish the notice through a means reasonably designed to provide
broad dissemination of the information to the public in the United States. The issuer must also submit a
copy of the notice to the Commission, either under cover of a Form 6-K (17 CFR 249.306) before or at
the time of filing of the Form 15F, or as an exhibit to the Form 15F.

(i)(1) A foreign private issuer that, before the effective date of this section, terminated the
registration of a class of securities under section 12(g) of the Act or suspended its reporting
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obligations regarding a class of equity or debt securities under section 15(d) of the Act may file a
Form 15F in order to:

(i) Terminate under this section the registration of a class of equity securities that was the
subject of a Form 15 (§ 249.323 of this chapter) filed by the issuer pursuant to § 240.12g-4; or

(ii) Terminate its reporting obligations under section 15(d) of the Act, which had been sus-
pended by the terms of that section or by the issuer’s filing of a Form 15 pursuant to § 240.12h-3,
regarding a class of equity or debt securities.

(2) In order to be eligible to file a Form 15F under this paragraph:

(i) If a foreign private issuer terminated the registration of a class of securities pursuant to
§ 240.12g-4 or suspended its reporting obligations pursuant to § 240.12h-3 or section 15(d) of the Act
regarding a class of equity securities, the issuer must meet the requirements under paragraph
(a)(3) and paragraph (a)(4)() or (a)(4)(ii) of this section; or

(i1) If a foreign private issuer suspended its reporting obligations pursuant to § 240.12h-3 or
section 15(d) of the Act regarding a class of debt securities, the issuer must meet the requirements
under paragraph (c)(2) of this section.

(3)(i) If the Commission does not object, 90 days after the-1iling of a Form 15F under this
paragraph, or such shorter period as the Commission may deterining, the effectiveness of any of the
following shall occur:

(A) The termination under this section of the registrai'cn of a class of equity securities, which
was the subject of a Form 15 filed pursuant to § 240 12g 4, and the duty to file reports required by
section 13(a) of the Act regarding that class of secuiitizs; or

(B) The termination of a foreign private .sst.er’s reporting obligations under section 15(d) of
the Act, which had previously been susperdoed oy the terms of that section or by the issuer’s filing
of a Form 15 pursuant to § 240.12h-3, rouarlding a class of equity or debt securities.

(i) If the Form 15F is subsernu=ntly withdrawn or denied, the foreign private issuer shall,
within 60 days after the date of the withdrawal or denial, file with or submit to the Commission all
reports that would have been recuired had the issuer not filed the Form 15F.

Note to § 240.12rn5: The suspension of classes of asset-backed securities is addressed
in § 240.15d-22.

Rule 12h-7. Ex-mwovon For Issuers of Securities That Are Subject to Insurance
¥ egruation.
An issuer shall be exempt from the duty under section 15(d) of the Act (15 U.S.C. 780(d)) to

file reports required by section 13(a) of the Act (15 U.S.C. 78m(a)) with respect to securities
registered under the Securities Act of 1933 (15 U.S.C. 77a et seq.), provided that:

(a) The issuer is a corporation subject to the supervision of the insurance commissioner, bank
commissioner, or any agency or officer performing like tunctions, of any State;

(b) The securities do not constitute an equity interest in the issuer and are either subject to
regulation under the insurance laws of the domiciliary State of the issuer or are guarantees of
securities that are subject to regulation under the insurance laws of that jurisdiction;

(c) The issuer files an annual statement of its financial condition with, and is supervised and
its financial condition examined periodically by, the insurance commissioner, bank commissioner,
or any agency or officer performing like functions, of the issuer’s domiciliary State;

(d) The securities are not listed, traded, or quoted on an exchange, alternative trading system
(as defined in § 242.300(a) of this chapter), inter-dealer quotation system (as defined in § 240.15¢2-
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11(e)(2)), electronic communications network, or any other similar system, network, or publication
for trading or quoting;

(€) The issuer takes steps reasonably designed to ensure that a trading market for the securities does
not develop, including, except to the extent prohibited by the law of any State or by action of the insurance
commissioner, bank commissioner, or any agency or officer performing like functions of any State,
requiring written notice to, and acceptance by, the issuer prior to any assignment or other transfer of the
securities and reserving the right to refuse assignments or other transfers at any time on a non-discrim-
inatory basis; and

(f) The prospectus for the securities contains a statement indicating that the issuer is relying
on the exemption provided by this rule.

[The next page is 1225.]
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