NEBRASKA ADMINISTRATIVE CODE

Title 48 - DEPARTMENT OF BANKING AND FINANCE

Chapter 17 - CONDITIONS AND INFORMATION REQUIREMENTS FOR THE
SECTION 8-1111(16) UNIFORM LIMITED OFFERING EXEMPTION

001.01 This Rule has been promulgated pursuant to authority delegated to the
Director in Section 8-1111(16) and Section 8-1120(3) of the Securities Act of

001.02 The Department has determined that this Rule relating to exemptions from
registration is consistent with investor protection and is in the public interest.

001.03 The Director may, on a case-by-case basis, and with prior written notice to
the affected persons, require adherence to additional standards or policies, as
deemed necessary in the public interest.

001.04 The definitions in 48 NAC 2 shall apply to the provisions of this Rule, unless
otherwise specified.

001.05 Federal statutes and rules of the Securities and Exchange Commission
(“SEC”) or the Financial Industry Regulatory Authority (“FINRA”) referenced herein
shall mean those statutes and rules as amended on or before the effective date of
this Rule. A copy of the applicable statutes or rule referenced in this Rule is attached

001 GENERAL.
Nebraska (“Act”).
hereto.

002

CONDITIONS OF EXEMPTION.

002.01 Any offer or sale of securities offered or sold in compliance with the
Securities Act of 1933, Regulation D, Rules 230.501 - 230.503, 230.505, and
230. 507 230. 508 17 CFR 230 501-503, 17 CFR 230. 505 and 17 CFR 230.507-

6437—33-6663—33-615&3;}(4—33—6825 WhICh satlsfles the followmg further condltlons

and limitations shall be deemed exempt from the registration provisions of the Act.

002.02 The issuer shall file the following with the Director within thirty {30}-days of
the first sale made in Nebraska in reliance on the exemption contained in this Rule.




003

002.02A A SEC Form D notice manually signed by a person duly
authorized by the issuer;

002.02B A copy of the disclosure statement given to investors in
compliance with this Rule;

002.02C The date of the first sale of a security made in reliance on this
exemption;

002.02D A check in the amount of two hundred dollars ($200.00), payable
to “Nebraska Department of Banking and Finance”;

002.01E A representation by an officer, director, general partner,
managing member or legal counsel of the issuer that all of the conditions of
Section 8-1111(16) of the Act have been or will be met; and

002.02F A consent to service of process in Nebraska.

002.03 No commission, finder's fee, or other remuneration shall be paid or given,
directly or indirectly, to any person for soliciting any prospective purchaser or in
connection with sales of securities in reliance on this regulationRule, unless such
person is a Nebraska-registered agent of a Nebraska-registered broker-dealer or
issuer-dealer.

DISQUALIFICATION.

003.01 The exemption under this Rule shall not be available for the securities of
any issuer if a party or interest described in the Securities Act of 1933, Regulation A,
Rule 230.262, Section (a), (b) or (c)_17 CFR 230.262:

003.01A Has filed a registration statement which is the subject of a
currently effective stop order entered pursuant to any federal or state
securities laws within five years prior to the commencement of the offering.

003.01B Has been convicted within five years prior to the commencement
of the offering of any felony or misdemeanor in connection with the offer,
purchase, or sale of any security, or any felony involving fraud or deceit,
including, but not limited to, forgery, embezzlement, obtaining money under
false pretenses, larceny or conspiracy to defraud.




004

003.01C Is currently subject to an administrative enforcement order or
judgment entered by any state securities administrator or the Securities and
Exchange Commission within five years prior to the commencement of the
offering.

003.01D Is subject to any federal, state, or foreign governmental agency
administrative enforcement order or judgment in which fraud or deceit,
including, but not limited to, making untrue statements of material facts and
omitting to state material facts, was found, and the order or judgment was
entered within five years prior to the commencement of the offering.

003.01E Is currently subject to any states administrative order or
judgment which prohibits, denies, or revokes the use of any exemption from
registration in connection with the offer, purchase, or sale of securities of
the issuer.

003.01F Is subject to any order, judgment, or decree of any court of
competent jurisdiction which temporarily or preliminarily restrains or enjoins,
or which was entered within five years prior to the commencement of the
offering and permanently restrained or enjoined such person from engaging
in or continuing any conduct or practice in connection with the purchase or
sale of any security or involving the making of any false filing with any state
or with the Securities and Exchange Commission.

003.02 The prohibitions of Section 003.01, above, shall not apply if the party or
interest subject to the disqualification is duly licensed to conduct securities related
business in the state in which the administrative order or judgment was entered
against such party or interest.

003.03 Any disqualification caused by this section is automatically waived if the
state which created the basis for disqualification, or the Director, determines upon a
showing of good cause that it is not necessary under the circumstances that the
exemption be denied.

003.04 An offering involving debt securities or preferred stock cannot qualify under
this Rule if the offering would be disallowed under 48 NAC 29 or 48 NAC 30.

QUALIFICATION OF CERTAIN ISSUERS. An issuer offering securities pursuant to

Regulation D, Rule 230.505, 17 CFR 230.505 can rely on such exemption only if the issuer:

004.012 Is not an investment company as defined by Section 3 of the Investment
Company Act of 1940, 15 USC § 80-3; and




005

004.023 Is not a majority owned subsidiary of an issuer which does not meet the
qualifications for use of this Rule as specified herein.

DISCLOSURE. Nothing in this exemption is intended to, or should be construed as,

in any way relieving issuers or persons acting on behalf of issuers from providing to
prospective investors disclosure adequate to satisfy the anti-fraud provisions of the Act.

006

AVAILABILITY OF EXEMPTION.

007

006.01 Offers and sales which are exempt under this Rule may not be combined
with offers and sales exempt under any other Rule or section of the Act; however,
nothing in this limitation shall act as an election. Should, for any reason, the offer
and sale fail to comply with all of the conditions for this exemption, the issuer may
claim the availability of any other applicable exemption.

006.02 This exemption is not available to any issuer with respect to any transaction
which, although in technical compliance with this Rule, is part of a plan or scheme to
evade registration or the conditions or limitations explicitly stated in this Rule.

BURDEN OF PROQE. In any proceeding involving this Rule, the burden of proving

the exemption er-an-exception-from-a-definition-or-condition-from registration is upon the
person claiming #the exemption.

008

CURE ORDER. An issuer which fails to file a notice within thirty (30)-days of the first

sale made in Nebraska in reliance on this exemption may request the late filing be cured by
complying with 48 NAC 19.




€¢CFR — Code of Federal Regulations Page 1 of 3

ELECTRONIC CODE OF FEDERAL REGULATIONS

e-CFR data is current as of November 30, 2015

Title 17 — Chapter Il — Part 230 — §230.501

Title 17: Commodity and Securities Exchanges
PART 230—GENERAL RULES AND REGULATIONS, SECURITIES ACT OF 1933

§230.501 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:

(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 following 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)(5)(A) of the Act whether acting in its individual or fiduciary capacity; any broker or dealer registered
pursuant to section 15 of the Securities Exchange Act of 1934; any insurance company as defined in section 2(a)(13) of
the Act; any investment 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 employee benefit plan has total assets in excess of $5,000,000 or, if a self-directed
plan, with investment decisions made solely by persons that are accredited investors;

(2) Any private business development company as defined in section 202(a)(22) of the Investment Advisers Act of
1940;

(3) Any organization described in section 501(c)(3) of the Internal Revenue Code, corporation, Massachusetts or
similar business trust, or partnership, not formed for the specific purpose of acquiring the securities offered, with total
assets in excess of $5,000,000;

{4) Any director, executive officer, or general partner of the issuer of the securities being offered or sold, or any
director, executive officer, or general 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 (a)(5)(ii) of this section, for purposes of calculating net worth under this paragraph

(axs):
{A) The person's primary residence shall not be included as an asset;

(B) Indebtedness that is secured by the person’s primary residence, up to the estimated fair market value of the
primary residence 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 right 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

http://www.ecfr.gov/cgi-bin/text-idx?SID=b6672d20051e0483b0fd6af8459d07c2&me=tru... 12/2/2015




eCFR — Code of Federal Regulations Page 2 of 3

(C) The person held securities of the same issuer, other than such right, on July 20, 2010.

(6) Any natural person who had an individual income in excess of $200,000 in each of the two most recent years or
joint income with that person's spouse in excess of $300,000 in each of those 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 person as described in §230.506(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 consideration, 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 exchange rate in effect at a reasonable time prior
to or on the date of the sale of the securities. If securities are not offered for cash, the aggregate offering price shall be
based on the value of the consideration as established by bona fide sales of that consideration made within a reasonable
time, or, in the absence of sales, on the fair value as determined by an accepted standard. Such valuations of non-cash
consideration must be reasonable at the time made.

(d) Business combination. Business combination shall mean any transaction of the type specified in paragraph (a) of
Rule 145 under the Act (17 CFR 230.145) and any transaction involving the acquisition 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 acquisition, the acquiring issuer
has control of the other issuer {(whether or not it had control before the acquisition).

(e) Calculation of number of purchasers. For purposes of calculating the number of purchasers under §§230.505(b)
and 230.506(b) only, the following shall apply:

(1) The following purchasers shall be excluded:

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

(ii) Any trust 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 are beneficial owners 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 (§§230.501-230.508), except to the extent provided in paragraph (e)(1) of this section.

(3) A non-contributory employee benefit plan within the meaning of Title | 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.

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. Execultive 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 functions 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.

(9) 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.

http://www.ecfr.gov/cgi-bin/text-idx?SID=b6672d20051e0483b0fd6af8459d07c2&me=tru... 12/2/2015
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(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 Bankruptcy 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 or reorganization, if the securities are to be issued under the plan.

(i) Purchaser representative. Purchaser representative shall mean any person who satisfies all of the following
conditions or who the issuer reasonably believes satisfies all of the following conditions:

(1) Is not an affiliate, director, officer or other employee of the issuer, or beneficial owner of 10 percent or more of any
class of the equity securities or 10 percent 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;

(i) A trust or estate in which the purchaser representative and any persons related to him as specified in paragraph
(h)(1)(i) or (h)(1)(iii) of this section collectively have more than 50 percent of the beneficial interest (excluding contingent
interest) or of which the purchaser representative serves as trustee, executor, or in any similar capacity; or

(iif) A corporation or other organization of which the purchaser representative and any persons related to him as
specified in paragraph (h)(1)(i) or (h)(1)(ii) of this section collectively are the beneficial owners of more than 50 percent of
the equity securities (excluding directors' 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 purchaser, 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

(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 1 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.S.C. 78a el
seq., as amended) and relating to investment advisers under the Investment Advisers Act of 1940.

NOTE 2 70 §230.501: The acknowledgment required by paragraph (h)(3) and the disclosure required by paragraph (h)(4) of this
section must be made with specific reference to each prospective investment. Advance blanket acknowledgment, such as for a/f
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 purchaser.

[47 FR 11262, Mar. 16, 1982, as amended at 53 FR 7868, Mar. 10, 1988; 54 FR 11372, Mar. 20, 1989; 76 FR 81806, Dec. 29, 2011;
77 FR 18685, Mar. 28, 2012; 78 FR 44770, 44804, July 24, 2013

Need assistance?
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Title 17 — Chapter I — Part 230 — §230.502

Titie 17: Commodity and Securities Exchanges
PART 230—GENERAL RULES AND REGULATIONS, SECURITIES ACT OF 1933

§230.502 General conditions to be met.

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

(a) Integration. All sales that are part of the same Regulation D offering must meet all of the terms and conditions of
Regulation D. Offers and sales that are made more than six months before the start of a Regulation D offering or are
made more than six months after completion of a Regulation D offering will not be considered part 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 sold under Regulation D, other than those offers or sales of securities
under an employee benefit plan as defined in rule 405 under the Act (17 CFR 230.405).

NOTE: The term offering is not defined in the Act or in Regulation D. If the issuer offers or sells securities for which the safe
harbor rule in paragraph (a) of this §230.502 is unavailable, the determination as to whether separate sales of securities are part of
the same offering (i.e., are considered integrated) depends on the particular facts and circumstances. Generally, transactions
otherwise meeting the requirements of an exemption will not be integrated with simultaneous offerings being made outside the
United States in compliance with Regulation S. 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:

(@) 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 33-4552 (November 6, 1962) [27 FR 11318].

(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 information 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 Il of Form 1-A (§239.90 of this chapter). If the issuer is not eligible to use
Regulation A, the same kind of information as required in Part | of a registration statement filed under the Securities Act on
the form that the issuer would be entitled to use.

(B) Financial statement information—(1) Offerings up to $2,000,000. The information required in Article 8 of

Regulation S-X (§210.8 of this chapter), except that only the issuer's balance sheet, which shall be dated within 120 days
of the start of the offering, must be audited.

http://fwww.ecfr.gov/cgi-bin/text-idx?SID=b6672d20051e0483b0fd6af8459d07c2&me=tru... 12/2/2015
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(2) Offerings up to $7,500,000. The financial statement information required in Form S-1 (§239.10 of this chapter) for
smaller reporting companies. If an issuer, other than a limited partnership, cannot 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.

(3) Offerings over $7,500,000. 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, cannot 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 cettified 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
(0)(2)() (B) (1), (2) or (3) of this section, as appropriate.

(i) 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)(ii)
(A) or (B) of this section, and in either event the information specified in paragraph (b)(2)(ii)(C) of this section:

(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 §240.14c¢-3 of this chapter), the definitive
proxy statement filed in connection with that annual report, and if requested 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 $-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
paragraphs (b)(2)(ii) (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 the
chapter).

(i) 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 purchaser that is not an accredited investor if the contents of material exhibits are identified and such exhibits are
made available to a purchaser, upon his or her written request, a reasonable time before 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 §230.506(b), the issuer shall furnish to the purchaser a brief description in writing of any
material written information concerning the offering that has been provided by the issuer to any accredited investor but not
previously delivered to such unaccredited purchaser. The issuer shall furnish any portion or all of this information to the
purchaser, upon his written request a reasonable time prior to his purchase.

(v) The issuer shall also make available to each purchaser at a reasonable time prior to his purchase of securities in a
transaction 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 sffort or expense that is necessary to verify the accuracy of information furnished under paragraph (b)(2) (i)
or (ii) of this section.

(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 1.B. or C. of Form $-4 by compliance with paragraph (b){(2)(i) of this §230.502.

(viiy 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
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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 behaif shall offer or seli the securities by any form of general solicitation or general advertising,
including, but not limited to, the following:

(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), securities acquired in a transaction under Regulation
D shall have the status of securities acquired in a transaction under section 4(a)(2) of the Act and cannot be resold without
registration under the 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, which reasonable care
may be demonstrated by the following:

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

(2) Written disclosure to each purchaser prior to sale that the securities have not been registered under the Act and,
therefore, cannot be resold unless they are registered under the Act or uniess an exemption from registration is available;
and

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

While taking these actions will establish the requisite reasonable care, it is not the exclusive method to demonstrate such
care. Other actions by the issuer may satisfy this provision. In addition, §230.502(b)(2){vii) requires the delivery of written
disclosure of the limitations on resale to investors in certain instances.

(47 FR 11262, Mar. 16, 1982, as amended at 47 FR 54771, Dac. 8, 1982; 53 FR 7869, Mar. 11, 1988; 54 FR 11372, Mar. 20, 1989;
55 FR 18322, May 2, 1990; 56 FR 30054, 30055, July 1, 1991; 57 FR 47409, Oct. 16, 1992; 58 FR 26514, May 4, 1993; 59 FR
21850, Apr. 26, 1994; 62 FR 53954, Oct. 17, 1997; 73 FR 969, Jan. 4, 2008; 73 FR 10615, Feb. 27, 2008; 77 FR 18685, Mar. 28,
2012; 78 FR 44804, July 24, 2013]
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Title 17 — Chapter Il — Part 230 — §230.503

Title 17: Commodity and Securities Exchanges
PART 230—GENERAL RULES AND REGULATIONS, SECURITIES ACT OF 1933

§230.503 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
refiance 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) Anissuer must file an amendment to a previously filed notice of sales on Form D for an offering:

(i) 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;

(if) 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 ltem 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 amount remaining to be sold;

(G) The number of non-accredited investors who have invested 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 invested in the offering; or

(I) The amount of sales commissions, finders' fees or use of proceeds for payments to executive officers, directors or
promoters, 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%; and

(iti) Annually, on or before the first anniversary of the filing of the notice of sales on Form D or the filing of the most
recent amendment to the notice of sales on Form D, if the offering is continuing at that time.

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

(b) How notice of sales on Form D must be filed and signed. (1) A notice of 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.
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[73 FR 10615, Feb. 27, 2008]
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Title 17 — Chapter Il — Part 230 — §230.505

Title 17: Commodity and Securities Exchanges
PART 230—GENERAL RULES AND REGULATIONS, SECURITIES ACT OF 1933

§230.505 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 to 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.

(2) Specific conditions—(i) Limitation on aggregate offering price. The aggregate offering 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.

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.

(ity 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.

(iiiy Disqualifications. No exemption under this section shall be available for the securities of any issuer described in
§230.262 of Regulation A, except that for purposes of this section only:

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

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

(C) Paragraph (b)(2)(iii) of this section shall not apply to 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 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.

t47 FR 11262, Mar. 16, 1982, as amended at 54 FR 11373, Mar. 20, 1989; 57 FR 36473, Aug. 13, 1992; 80 FR 21902, Apr. 20,
2015]
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Title 17 — Chapter Il — Part 230 — §230.507

Title 17: Commaodity and Securities Exchanges
PART 230--GENERAL RULES AND REGULATIONS, SECURITIES ACT OF 1933

§230.507 Disqualifying provision relating to exemptions under §§230.504, 230.505 and 230.506.

(@) No exemption under §230.505, §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 of any court of competent jurisdiction
temporarily, preliminary 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.

[54 FR 11374, Mar, 20, 1989]
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Title 17 — Chapter Il — Part 230 — §230.508

Title 17: Commodity and Securities Exchanges
PART 230—GENERAL RULES AND REGULATIONS, SECURITIES ACT OF 1933

§230.508 Insignificant deviations from a term, condition or requirement of Regulation D.

(a) A failure to comply with a term, condition or requirement of §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; and

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

(3) A good faith and reasonable attempt was made to comply with all applicable terms, conditions and requirements of
§230.504, §230.505 or §230.508.

(b) A transaction made in reliance on §230.504, §230.505 or §230.506 shall comply with all applicable terms,
conditions and requirements of Regulation D. Where an exemption is established only through reliance upon paragraph
(a) of this section, the failure to comply shall nonetheless be actionable by the Commission under section 20 of the Act.

[54 FR 11374, Mar. 20, 1989, as amended at 57 FR 36473, Aug. 13, 1992]
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Title 17 — Chapter Il — Part 230 — §230.262

Title 17: Commodity and Securities Exchanges
PART 230—GENERAL RULES AND REGULATIONS, SECURITIES ACT OF 1933

§230.262 Disqualification provisions.

(a) Disqualification events. No exemption under this Regulation A 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 participating 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 capagcity at the time of filing, any offer after qualification, or such sale; 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 solicitor; or any director, executive officer or other officer participating in the
offering of any such solicitor or general partner or managing member of such solicitor:

(1) Has been convicted, within ten years before the filing of the offering statement (or five years, in the case of
issuers, their predecessors and affiliated issuers), of any felony or misdemeanor:

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

(iif) 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;

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

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

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

(iif) 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;

(3) Is subject to a final order (as defined in Rule 261 (§230.261)) of a state securities commission (or an agency or
officer of a state performing like functions); a state authority 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:

(i) At the time of the filing of the offering statement, bars the person from:

(A) Association with an entity regulated by such commission, authority, agency, or officer;
(B) Engaging in the business of securities, insurance or banking; or

(C) Engaging in savings association or credit union activities; or

(if) Constitutes a final order based on a violation of any law or regulation that prohibits fraudulent, manipulative, or
deceptive conduct entered within ten years before such filing of the offering statement;

(4) Is subject to an order of the Commission entered pursuant to section 15(b) or 15B(c) of the Securities Exchange

Act of 1934 (15 U.S.C. 780(b) or 780-4(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 the filing of the offering statement:
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() Suspends or revokes such person's registration as a broker, dealer, municipal securities dealer or investment
adviser,;

(i) Places limitations on the activities, functions or operations of such person; or
(i) Bars such person from being associated with any entity or from participating in the offering of any penny stock;

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

(i} 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

(i) Section 5 of the Securities Act of 1933 (15 U.S.C. 77e).

(6) 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:

(7) Has filed (as a registrant or issuer), or was or was named as an underwriter in, any registration statement or
offering statement filed with the Commission that, within five years before the filing of the offering statement, was the
subject of a refusal order, stop order, or order suspending the Regulation A exemption, or is, at the time of such filing, the
subject of an investigation or proceeding to determine whether a stop order or suspension order should be issued; or

(8) Is subject to a United States Postal Service false representation order entered within five years before the filing of
the offering statement, or is, at the time of such filing, 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.

(b) Transition, waivers, reasonable care exception. Paragraph (a) of this section shall not apply:
(1) With respect to any order under §230.262(a)(3) or (5) that occurred or was issued before June 19, 2015;

{2) Upon a showing of good cause and without prejudice to any other action by the Commission, if the Commission
determines that it is not necessary under the circumstances that an exemption be denied:

(3) If, before the filing of the offering statement, 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 disqualification under paragraph (a) of this section should not arise as a consequence of such
order, judgment or decree; or

(4) If the issuer establishes that it did not know and, in the exercise of reasonable care, could not have known that a
disqualification existed under paragraph (a) of this section.

NOTE TO PARAGRAPH (b)(4). 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.

(c) Affiliated issuers. For purposes of paragraph (a) of this section, events relating to any affiliated issuer that occurred
before the affiliation arose will be not considered disqualifying if the affiliated entity is not;

(1) In controi of the issuer; or

{2) Under common control with the issuer by a third parly that was in control of the affiliated entity at the time of such
events.

(d) Disclosure of prior "bad actor” events. The issuer must include in the offering circular a description of any matters
that would have triggered disqualification under paragraphs (a)(3) and (5) of this section but occurred before June 19,
2018. The failure to provide such information shall not prevent an issuer from relying on Regulation A 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.

[80 FR 21895, Apr. 20, 2015]
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CHAPTER 2D - INVESTMENT COMPANIES AND ADVISERS
SUBCHAPTER I - INVESTMENT COMPANIES

Sec. 80a-3 - Definition of investment company

From the U.S. Government Publishing Office, www.gpo.gov

§80a-3. Definition of investment company

(a) Definitions

(1) When used in this subchapter, "investment company" means any issuer which—

(A) is or holds itself out as being engaged primarily, or proposes to engage primarily, in the
business of investing, reinvesting, or trading in securities;

(B) is engaged or proposes to engage in the business of issuing face-amount certificates of the
installment type, or has been engaged in such business and has any such certificate outstanding; or

(C) is engaged or proposes to engage in the business of investing, reinvesting, owning, holding,
or trading in securities, and owns or proposes to acquire investment securities having a value
exceeding 40 per centum of the value of such issuer's total assets (exclusive of Government
securities and cash items) on an unconsolidated basis.

(2) As used in this section, "investment securities" includes all securities except (A) Government
securities, (B) securities issued by employees' securities companies, and (C) securities issued by
majority-owned subsidiaries of the owner which (i) are not investment companies, and (ii) are not
relying on the exception from the definition of investment company in paragraph (1) or (7) of
subsection (c) of this section.

(b) Exemption from provisions

Notwithstanding paragraph (1)(C) of subsection (a) of this section, none of the following persons
is an investment company within the meaning of this subchapter:

(1) Any issuer primarily engaged, directly or through a wholly-owned subsidiary or
subsidiaries, in a business or businesses other than that of investing, reinvesting, owning, holding,
or trading in securities.

(2) Any issuer which the Commission, upon application by such issuer, finds and by order
declares to be primarily engaged in a business or businesses other than that of investing,
reinvesting, owning, holding, or trading in securities either directly or (A) through majority-owned
subsidiaries or (B) through controlled companies conducting similar types of businesses. The
filing of an application under this paragraph in good faith by an issuer other than a registered
investment company shall exempt the applicant for a period of sixty days from all provisions of
this subchapter applicable to investment companies as such. For cause shown, the Commission by
order may extend such period of exemption for an additional period or periods. Whenever the
Commission, upon its own motion or upon application, finds that the circumstances which gave
rise to the issuance of an order granting an application under this paragraph no longer exist, the
Commission shall by order revoke such order.

(3) Any issuer all the outstanding securities of which (other than short-term paper and directors'
qualifying shares) are directly or indirectly owned by a company excepted from the definition of
investment company by paragraph (1) or (2) of this subsection.

(¢) Further exemptions

Notwithstanding subsection (a) of this section, none of the following persons is an investment
company within the meaning of this subchapter:
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(1) Any issuer whose outstanding securities (other than short-term paper) are beneficially
owned by not more than one hundred persons and which is not making and does not presently
propose to make a public offering of its securities. Such issuer shall be deemed to be an
investment company for purposes of the limitations set forth in subparagraphs (A)(i) and (B)(i) of
section 80a—12(d)(1) of this title governing the purchase or other acquisition by such issuer of any
security issued by any registered investment company and the sale of any security issued by any
registered open-end investment company to any such issuer. For purposes of this paragraph:

(A) Beneficial ownership by a company shall be deemed to be beneficial ownership by one
person, except that, if the company owns 10 per centum or more of the outstanding voting
securities of the issuer, and is or, but for the exception provided for in this paragraph or
paragraph (7), would be an investment company, the beneficial ownership shall be deemed to be
that of the holders of such company's outstanding securities (other than short-term paper).

(B) Beneficial ownership by any person who acquires securities or interests in securities of an
issuer described in the first sentence of this paragraph shall be deemed to be beneficial
ownership by the person from whom such transfer was made, pursuant to such rules and
regulations as the Commission shall prescribe as 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 subchapter, where the transfer was caused by legal separation, divorce,
death, or other involuntary event.

(2)(A) Any person primarily engaged in the business of underwriting and distributing securities
issued by other persons, selling securities to customers, acting as broker, and acting as market
intermediary, or any one or more of such activities, whose gross income normally is detived
principally from such business and related activities.

(B) For purposes of this paragraph—

(i) the term "market intermediary" means any person that regularly holds itself out as being
willing contemporaneously to engage in, and that is regularly engaged in, the business of
entering into transactions on both sides of the market for a financial contract or one or more
such financial contracts; and

(ii) the term "financial contract" means any arrangement that—

(D) takes the form of an individually negotiated contract, agreement, or option to buy, sell,
lend, swap, or repurchase, or other similar individually negotiated transaction commonly
entered into by participants in the financial markets;

(1) is in respect of securities, commodities, currencics, interest or other rates, other
measures of value, or any other financial or economic interest similar in purpose or function
to any of the foregoing; and

(I11) is entered into in response to a request from a counter party for a quotation, or is
otherwise entered into and structured to accommodate the objectives of the counter party to
such arrangement.

(3) Any bank or insurance company; any savings and loan association, building and loan
association, cooperative bank, homestead association, or similar institution, or any receiver,
conservator, liquidator, liquidating agent, or similar official or person thereof or therefor; or any
common trust fund or similar fund maintained by a bank exclusively for the collective investment
and reinvestment of moneys contributed thereto by the bank in its capacity as a trustee, executor,
administrator, or guardian, if—

(A) such fund is employed by the bank solely as an aid to the administration of trusts, estates,

or other accounts created and maintained for a fiduciary purpose;
(B) except in connection with the ordinary advertising of the bank's fiduciary services, g
interests in such fund are not—
(i) advertised; or |

http://www.gpo.gov/fdsys/pkg/USCODE-2014-title15/html/USCODE-2014-title1 5-chap2... 12/2/2015




U.S.C. Title 15 - COMMERCE AND TRADE Page 3 of 9

(ii) offered for sale to the general public; and

(C) fees and expenses charged by such fund are not in contravention of fiduciary principles
established under applicable Federal or State law.

(4) Any person substantially all of whose business is confined to making small loans, industrial
banking, or similar businesses.

(5) Any person who is not engaged in the business of issuing redeemable securities, face-
amount certificates of the installment type or periodic payment plan certificates, and who is
primarily engaged in one or more of the following businesses: (A) Purchasing or otherwise
acquiring notes, drafts, acceptances, open accounts receivable, and other obligations representing
part or all of the sales price of merchandise, insurance, and services; (B) making loans to
manufacturers, wholesalers, and retailers of, and to prospective purchasers of, specified
merchandise, insurance, and services; and (C) purchasing or otherwise acquiring mortgages and
other liens on and interests in real estate.

(6) Any company primarily engaged, directly or through majority-owned subsidiaries, in one or
more of the businesses described in paragraphs (3), (4), and (5) of this subsection, or in one or
more of such businesses (from which not less than 25 per centum of such company's gross income
during its last fiscal year was derived) together with an additional business or businesses other
than investing, reinvesting, owning, holding, or trading in securities.

(7)(A) Any issuer, the outstanding securities of which are owned exclusively by persons who, at
the time of acquisition of such securities, are qualified purchasers, and which is not making and
does not at that time propose to make a public offering of such securities. Securities that are
owned by persons who received the securities from a qualified purchaser as a gift or bequest, or in
a case in which the transfer was caused by legal separation, divorce, death, or other involuntary
event, shall be deemed to be owned by a qualified purchaser, subject to such rules, regulations,
and orders as the Commission may prescribe as necessary or appropriate in the public interest or
for the protection of investors.

(B) Notwithstanding subparagraph (A), an issuer is within the exception provided by this
paragraph if—

(i) in addition to qualified purchasers, outstanding securities of that issuer are beneficially
owned by not more than 100 persons who are not qualified purchasers, if—
(I) such persons acquired any pottion of the securities of such issuer on or before
September 1, 1996; and
(II) at the time at which such persons initially acquired the securities of such issuer, the
issuer was excepted by paragraph (1); and

(ii) prior to availing itself of the exception provided by this paragraph—

(I) such issuer has disclosed to each beneficial owner, as determined under paragraph (1),
that future investors will be limited to qualified purchasers, and that ownership in such issuer
is no longer limited to not more than 100 persons; and

(I) concurrently with or after such disclosure, such issuer has provided each beneficial
owner, as determined under paragraph (1), with a reasonable opportunity to redeem any part
or all of their interests in the issuer, notwithstanding any agreement to the contrary between
the issuer and such persons, for that person's proportionate share of the issuer's net assets.

(C) Each person that elects to redeem under subparagraph (B)(ii)(II) shall receive an amount in
cash equal to that person's proportionate share of the issuet's net assets, unless the issuer elects to
provide such person with the option of receiving, and such person agrees to receive, all or a
portion of such person's share in assets of the issuer. If the issuer elects to provide such persons
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with such an opportunity, disclosure concerning such opportunity shall be made in the disclosure
required by subparagraph (B)(ii)(1).

(D) An issuer that is excepted under this paragraph shall nonetheless be deemed to be an
investment company for purposes of the limitations set forth in subparagraphs (A)(i) and (B)(i) of
section 80a—12(d)(1) of this title relating to the purchase or other acquisition by such issuer of any
security issued by any registered investment company and the sale of any security issued by any
registered open-end investment company to any such issuer.

(E) For purposes of determining compliance with this paragraph and paragraph (1), an issuer
that is otherwise excepted under this paragraph and an issuer that is otherwise excepted under
paragraph (1) shall not be treated by the Commission as being a single issuer for purposes of
determining whether the outstanding securities of the issuer excepted under paragraph (1) are
beneficially owned by not more than 100 persons or whether the outstanding securities of the
issuer excepted under this paragraph are owned by persons that are not qualified purchasers.
Nothing in this subparagraph shall be construed to establish that a person is a bona fide qualified
purchaser for purposes of this paragraph or a bona fide beneficial owner for purposes of paragraph
(D).

(8) [Repealed] Pub. L. 111-203, title IX, §986(c)(2), July 21, 2010, 124 Stat. 1936.

(9) Any person substantially all of whose business consists of owning or holding oil, gas, or
other mineral royalties or leases, or fractional interests therein, or certificates of interest or
participation in or investment contracts relative to such royalties, leases, or fractional interests.

(10)(A) Any company organized and operated exclusively for religious, educational,
benevolent, fraternal, charitable, or reformatory purposes—

(i) no part of the net earnings of which inures to the benefit of any private shareholder or
individual; or
(if) which is or maintains a fund described in subparagraph (B).

(B) For the purposes of subparagraph (A)(ii), a fund is described in this subparagraph if such
fund is a pooled income fund, collective trust fund, collective investment fund, or similar fund
maintained by a charitable organization exclusively for the collective investment and reinvestment
of one or more of the following:

(i) assets of the general endowment fund or other funds of one or more charitable
organizations;

(ii) assets of a pooled income fund;

(iii) assets contributed to a charitable organization in exchange for the issuance of charitable
gift annuities;

(iv) assets of a charitable remainder trust or of any other trust, the remainder interests of
which are irrevocably dedicated to any charitable organization;

(v) assets of a charitable lead trust;

(vi) assets of a trust, the remainder interests of which are revocably dedicated to or for the
benefit of 1 or more charitable organizations, if the ability to revoke the dedication is limited to
circumstances involving—

() an adverse change in the financial circumstances of a settlor or an income beneficiary of
the trust;

(II) a change in the identity of the charitable organization or organizations having the
remainder interest, provided that the new beneficiary is also a charitable organization; or

(IIT) both the changes described in subclauses (I) and (I1);

(vii) assets of a trust not described in clauses (i) through (v), the remainder interests of which
are revocably dedicated to a charitable organization, subject to subparagraph (C); or

(viii) such assets as the Commission may prescribe by rule, regulation, or order in accordance
with section 80a—~6(c) of this title.
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(C) A fund that contains assets described in clause (vii) of subparagraph (B) shall be excluded
from the definition of an investment company for a period of 3 years after December 8, 1995, but
only if—

(i) such assets were contributed before the date which is 60 days after December 8, 1995; and
(ii) such assets are commingled in the fund with assets described in one or more of clauses (i)
through (vi) and (viii) of subparagraph (B).

(D) For purposes of this paragraph—

(i) a trust or fund is "maintained" by a charitable organization if the organization serves as a
trustee or administrator of the trust or fund or has the power to remove the trustees or
administrators of the trust or fund and to designate new trustees or administrators;

(ii) the term "pooled income fund" has the same meaning as in section 642(c)(5) of title 26;

(iii) the term "charitable organization" means an organization described in paragraphs (1)
through (5) of section 170(c) or section 501(c)(3) of title 26;

(iv) the term "charitable lead trust” means a trust described in section 170(f)(2)(B), 2055(e)
(2)(B), or 2522(c)(2)(B) of title 26;

(v) the term "charitable remainder trust" means a charitable remainder annuity trust or a
charitable remainder unitrust, as those terms are defined in section 664(d) of title 26; and

(vi) the term "charitable gift annuity" means an annuity issued by a charitable organization
that is described in section 501(m)(5) of title 26.

(11) Any employee's stock bonus, pension, or profit-sharing trust which meets the requirements
for qualification under section 401 of title 26; or any governmental plan described in section 77¢
(a)(2)(C) of this title; or any collective trust fund maintained by a bank consisting solely of assets
of one or more of such trusts, government plans, or church plans, companies or accounts that are
excluded from the definition of an investment company under paragraph (14) of this subsection; or
any separate account the assets of which are derived solely from (A) contributions under pension
or profit-sharing plans which meet the requirements of section 401 of title 26 or the requirements
for deduction of the employer's contribution under section 404(a)(2) of title 26, (B) contributions
under governmental plans in connection with which interests, participations, or securities are
exempted from the registration provisions of section 77e of this title by section 77¢(a)(2)(C) of this
title, and (C) advances made by an insurance company in connection with the operation of such
separate account.

(12) Any voting trust the assets of which consist exclusively of securities of a single issuer
which is not an investment company.

(13) Any security holders' protective committee or similar issuer having outstanding and issuing
no securities other than certificates of deposit and short-term paper.

(14) Any church plan described in section 414(e) of title 26, if, under any such plan, no part of
the assets may be used for, or diverted to, purposes other than the exclusive benefit of plan
participants or beneficiaries, or any company or account that is—

(A) established by a person that is eligible to establish and maintain such a plan under section

414(e) of title 26; and

(B) substantially all of the activities of which consist of—

(i) managing or holding assets contributed to such church plans or other assets which are
permitted to be commingled with the assets of church plans under title 26; or

(ii) administering or providing benefits pursuant to church plans.

(Aug. 22, 1940, ch. 686, title I, §3, 54 Stat. 797; Oct. 21, 1942, ch. 619, title I, §162(¢), 56 Stat. 867;
Pub. L. 89485, §13(i), July 1, 1966, 80 Stat. 243; Pub. L. 91-547, §3(a), (b), Dec. 14, 1970, 84 Stat.
1414; Pub. L. 94-210, title 11, §308(c), Feb. 5, 1976, 90 Stat. 57; Pub. L. 96-477, title I, §102, title
VII, §703, Oct. 21, 1980, 94 Stat. 2276, 2295; Pub. L. 100181, title VI, §§604-606, Dec. 4, 1987,
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