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| Title 48 - Department-of Banking-and-Finance DEPARTMENT OF BANKING AND FINANCE
Chapter 20 - FEDERAL COVERED SECURITIES

01 GENERAL.
001.01 This Rule has been promulgated pursuant to authority delegated to the
Director in Sections 8-1108.02 and 8-1120(3) of the Securities Act of Nebraska

"Act’).

—

001.02 The Department has determined that this Rule relating to filing
requirements for issuers of federal covered securities is consistent with investor
protection and is in the public interest.

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

001.04 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
hereto.

| 002 OFFERINGS BY INVESTMENT COMPANIES.

002.01 Prior to the offer or sale of any security by an investment company
registered under the investment Company Act of 1940, the issuer shall file the
following information with the Director:

002.01A A notice, on a uniform form, acceptable to the Director, which
shall contain:

002.01A1 The name and address of the issuer; and

002.01A2 The dollar amount of securities which the issuer
intends to offer in this state; and

002.01B A consent to service of process, which may incorporate by
reference any consent to service of process previously filed with the
Director by such issuer;

002.01C A check payable to “Nebraska Department of Banking and
Finance” for fees, which shall be calculated in accordance with Section 8-
1108.03 of the Act; and

002.01D  Any other information which the Director may require, subject to
the limitations of Section 18 of the Securities Act of 1933, 15 USC § 77r .



[
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002.02 Such notice shall be effective for a period of one {43)-year from the date the
notice is received by the Director, unless the issuer shall notify the Director of a later
date of effectiveness of the notice.

002.03 A notice filing may be renewed by filing the information specified in Section
002.01, above, with the Director before the expiration of the effectiveness of the
previous notice filing, along with any sales report required by Section 8-1108.03 of
the Act. A notice filing received pursuant to this subsection shall take effect upon the
expiration of the previous notice filing_and shall be effective for one year.

OFFERINGS PURSUANT TO REGULATION 506.

003.01 _Anissuer offering a security which is a covered security pursuant to Sectien
18(b)4)DB)-Section 18(b)(4)(E) of the Securities Act of 1933, .15 U.S.C.§77r(b)(4)(E)
shall file the following information with the Director no later than fifteen (45)-days
after the first sale of such security in this state:

003.01A A copy of the issuer's SEC Form D, including all parts and
appendices;

003.03C A check in the amount of two hundred dollars ($200.00), payable
to “Nebraska Department of Banking and Finance.”

003.02 _An issuer may file an amendment to a previously filed notice of sales on
SEC Form D at any time.

003.03 Anissuer shall file an amendment to a previously filed notice of sales on
SEC Form D for an offering:

003.03A To correct a material mistake of fact or error in the previously
filed notice of sales on SEC Form D, as soon as practicable after discovery
of the mistake or error,

003.03B __ To reflect a change in the information provided in the previously
filed notice of sales on SEC Form D, as soon as practicable after the
change, except that no amendment is required to refiect a change that
occurs after the offering terminates or a change that occurs solely in the
following information:

003.03B1__The address or relationship of the issuer or a
related person identified in the SEC Form D;

003.03B2 _An issuer's revenues or aggregate net asset value;

003.03B3  The minimum investment amount, if the change is
an increase, or if the change, together with all other changes in




that amount since the previgusly filed notice of sales on SEC
Form D, does not result in a decrease of more than ten percent:;

003.03B4  Any address or state(s) of solicitation shown on the
notice of sales on SEC Form D;

003.03B5 _ 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 SEC
Form D, does not result in an increase of more than ten percent;

003.03B6 ___The amount of securities sold in the offering or the
amount remaining to be sold;

003.03B7 The number of nonaccredited investors who have
invested in the offering, as long as the change does not increase
the number to more than thirty-five;

003.03B8 _ The total number of investors who have invested in
the offering; and

003.03B9  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 SEC Form D, does not result
in an increase of more than ten percent.

003.03C__Annually, on or before the first anniversary of the filing of the
notice of sales on SEC Form D or the filing_of the most recent amendment
to the notice of sales on SEC From D, if the offering is continuing at that
time.

003.04 Anissuer that files an amendment to a previously filed notice of sales on
SEC Form D must provide current information in response to all requirements of the
notice of sales on SEC Form D regardless of why the amendment is filed.

004 OFFERINGS BY AGRICULTURAL CQO-OPERATIVES. An issuer offering a security
which is a covered security pursuant to Section 18(b)(4)(C) of the Securities Act of 1933, 15
U.S.C. § 77r(b)(4)(C) and which is exempt from federal registration pursuant to Section
3(a)(5)(B), 15 U.S.C. § 77c(a)(5)(B), thereof, shall file the following information with the
Director prior to the issuance of such security in this state:

004.01 The name and address of the issuer;
004.02 The place and date of incorporation;

004.03 The type of security being issued;




005

004.04 The total amount of securities to be sold by the issuer, both in Nebraska
and nationwide;

004.05 An indication as to whom sales will be made: present members, patrons, or
the general public;

004.06 A description of the method by which the securities will be sold;

004.07 The name and address of the registered broker-dealer who will be selling
the securities;

004.08 A balance sheet and income statement for the past two years;

004.09 A description of the intended use of the proceeds;

o
R
—_

04.10 The interest rate to be paid, if the offering involves debt securities;

o
N
.

04.11 Evidence of sufficient financial resources to service its debts for the next
two years; and

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

QFFERINGS PURSUANT TO REGULATION A, TIER 2. An issuer offering a security _ . - -{ Formatted: No underfine

which is a covered security pursuant to Section 18(b)(3) of the Securities Act of 1933, 15

U.S.C. § 77r(b}(3) and which is exempt from federal registration pursuant to Tier 2 of federal

Regulation A, 17 CFR 230.251(a) shall submit the following prior to the initial offer and/or

sale in this state;

005.01 A completed Regulation A — Tier 2 notice filing form or copies of all
documents filed with the Securities and Exchange Commission:;

005.02 A consent to service of process on Form U-2 if not filing on the Regulation A
— Tier 2 notice filing form; and

005.03 A check or money order in the amount of two hundred dollars ($200.00),
payable to “Nebraska Department of Banking and Finance.”

00850006 RESTRICTION ON SALES. All sales of federal covered securities must be

effected through a Nebraska-registered agent of a Nebraska-registered broker-dealer,
except that this Section shall not apply to sales of securities covered by Section 003, above,
provided no commissions or other remuneration are paid directly or indirectly for soliciting
any prospective buyer.
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15 U.S.C.

United States Code, 2014 Edition

Title 15 - COMMERCE AND TRADE

CHAPTER 2A - SECURITIES AND TRUST INDENTURES
SUBCHAPTER I - DOMESTIC SECURITIES

Sec. 77t - Exemption from State regulation of securities offerings
From the U.S. Government Publishing Office, www.gpo.gov

§77r. Exemption from State regulation of securities offerings

(a) Scope of exemption
Except as otherwise provided in this section, no law, rule, regulation, or order, or other
administrative action of any State or any political subdivision thereof—
(1) requiring, or with respect to, registration or qualification of securities, or registration or
qualification of securities transactions, shall directly or indirectly apply to a security that—
(A) is a covered security; or
(B) will be a covered security upon completion of the transaction;

(2) shall directly or indirectly prohibit, limit, or impose any conditions upon the use of—

(A) with respect to a covered security described in subsection (b) of this section, any offering
document that is prepared by or on behalf of the issuer; or

(B) any proxy statement, report to sharcholders, or other disclosure document relating to a
covered security or the issuer thereof that is required to be and is filed with the Commission or
any national securities organization registered under section 7803 of this title, except that this
subparagraph does not apply to the laws, rules, regulations, or orders, or other administrative
actions of the State of incorporation of the issuer; or

(3) shall directly or indirectly prohibit, limit, or impose conditions, based on the merits of such
offering or issuer, upon the offer or sale of any security described in paragraph (1).

(b) Covered securities
For purposes of this section, the following are covered securities:

(1) Exclusive Federal registration of nationally traded securities

A security is a covered security if such security is—

(A) listed, or authorized for listing, on the New York Stock Exchange or the American Stock
Exchange, or listed, or authorized for listing, on the National Market System of the Nasdagq
Stock Market (or any successor to such entities);

(B) listed, or authorized for listing, on a national securities exchange (or tier or segment
thereof) that has listing standards that the Commission determines by rule (on its own initiative
or on the basis of a petition) are substantially similar to the listing standards applicable to
securities described in subparagraph (A); or

(C) a security of the same issuer that is equal in seniority or that is a senior security to a
security described in subparagraph (A) or (B).

(2) Exclusive Federal registration of investment companies

A security is a covered security if such security is a security issued by an investment company
that is registered, or that has filed a registration statement, under the Investment Company Act of
1940 [15 U.S.C. 80a—1 et seq.].

(3) Sales to qualified purchasers

http://www.gpo.gov/fdsys/pkg/USCODE-2014-title1 5/html/USCODE-2014-title15-chap2... 12/2/2015
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A security is a covered security with respect to the offer or sale of the security to qualified
purchasers, as defined by the Commission by rule. In prescribing such rule, the Commission may
define the term "qualified purchaser" differently with respect to different categories of securities,
consistent with the public interest and the protection of investors.

(4) Exemption in connection with certain exempt offerings
A security is a covered security with respect to a transaction that is exempt from registration
under this subchapter pursuant to—
(A) paragraph (1) or (3) of section 77d L of this title, and the issuer of such security files
reports with the Commission pursuant to section 78m or 780(d) of this title;
(B) section 77d(4) * of this title;
(C) section 77d(6) ! of this title;
(D) 2 a tule or regulation adopted pursuant to section 77¢(b)(2) of this title and such security
is—
(i) offered or sold on a national securities exchange; or
(ii) offered or sold to a qualified purchaser, as defined by the Commission pursuant to
paragraph (3) with respect to that purchase or sale;

(D) 2 section 77¢(a) of this title, other than the offer or sale of a security that is exempt from
such registration pursuant to paragraph (4), (10), or (11) of such section, except that a municipal
security that is exempt from such registration pursuant to paragraph (2) of such section is not a
covered security with respect to the offer or sale of such security in the State in which the issuer
of such security is located; or

(E) Commission rules or regulations issued under section 77d(2) ! of this title, except that this
subparagraph does not prohibit a State from imposing notice filing requirements that are

substantially similar to those required by rule or regulation under section 77d(2) * of this title
that are in effect on September 1, 1996,

(¢) Preservation of authority

(1) Fraund anthority

Consistent with this section, the securities commission (or any agency or office performing like
functions) of any State shall retain jurisdiction under the laws of such State to investigate and

bring enforcement actions, in connection with securities or securities transactions 2
(A) with respect to—
(i) fraud or deceit; or
(ii) unlawful conduct by a broker, dealer, or funding portal; and

(B) in connection to % a transaction described under section 77d(6) * of this title, with respect
to—
(i) fraud or deceit; or
(ii) unlawful conduct by a broker, dealer, funding portal, or issuer.

(2) Preservation of filing requirements

(A) Notice filings permitted

Nothing in this section prohibits the securities commission (or any agency or office
performing like functions) of any State from requiring the filing of any document filed with the
Commission pursuant to this subchapter, together with annual or periodic reports of the value of
securities sold or offered to be sold to persons located in the State (if such sales data is not
included in documents filed with the Commission), solely for notice purposes and the
assessment of any fee, together with a consent to service of process and any required fee.

http://www.gpo.gov/fdsys/pkg/USCODE-2014-title15/html/USCODE-2014-title15-chap2... 12/2/2015
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(B) Preservation of fees

(i) In general

Until otherwise provided by law, rule, regulation, or order, or other administrative action of
any State or any political subdivision thereof, adopted after October 11, 1996, filing or
registration fees with respect to securities or securities transactions shall continue to be

collected in amounts determined pursuant to State law as in effect on the day before October
11, 1996.

(ii) Schedule

The fees required by this subparagraph shall be paid, and all necessary supporting data on
sales or offers for sales required under subparagraph (A), shall be reported on the same
schedule as would have been applicable had the issuer not relied on the exemption provided
in subsection (a) of this section.

(C) Availability of preemption contingent on payment of fees

(i) In general

During the period beginning on October 11, 1996, and ending 3 years after October 11,
1996, the securities commission (or any agency or office performing like functions) of any
State may require the registration of securities issued by any issuer who refuses to pay the
fees required by subparagraph (B).

(ii) Delays

For purposes of this subparagraph, delays in payment of fees or underpayments of fees that
are promptly remedied shall not constitute a refusal to pay fees.

(D) Fees not permitted on listed securities

Notwithstanding subparagraphs (A), (B), and (C), no filing or fee may be required with
respect to any security that is a covered security pursuant to subsection (b)(1) of this section, or
will be such a covered security upon completion of the transaction, or is a security of the same
issuer that is equal in seniority or that is a senior security to a security that is a covered security
pursuant to subsection (b)(1) of this section.

(F) 2 Fees not permitted on crowdfunded securities

Notwithstanding subparagraphs (A), (B), and (C), no filing or fee may be required with
respect to any security that is a covered security pursuant to subsection (b)(4)(B), or will be
such a covered security upon completion of the transaction, except for the securities
commission (or any agency or office performing like functions) of the State of the principal
place of business of the issuer, or any State in which purchasers of 50 percent or greater of the
aggregate amount of the issue are residents, provided that for purposes of this subparagraph, the
term "State" includes the District of Columbia and the territories of the United States.

(3) Enforcement of requirements

Nothing in this section shall prohibit the securities commission (or any agency or office
performing like functions) of any State from suspending the offer or sale of securities within such
State as a result of the failure to submit any filing or fee required under law and permitted under

this section.

(d) Definitions
For purposes of this section, the following definitions shall apply:

(1) Offering document
The term "offering document"—

(A) has the meaning given the term "prospectus” in section 77b(a)(10) of this title, but

without regard to the provisions of subparagraphs (a) and (b) of that section; and

http://www.gpo.gov/fdsys/pkg/USCODE-2014-title15/html/USCODE-2014-title15-chap2...

12/2/2015




U.S.C. Title 15 - COMMERCE AND TRADE Page 4 of 5

(B) includes a communication that is not deemed to offer a security pursuant to a rule of the
Commission.

(2) Prepared by or on behalf of the issuer

Not later than 6 months after October 11, 1996, the Commission shall, by rule, define the term
"prepared by or on behalf of the issuer” for purposes of this section.

(3) State
The term "State" has the same meaning as in section 78c of this title.

(4) Senior security

The term "senior security” means any bond, debenture, note, or similar obligation or instrument
constituting a security and evidencing indebtedness, and any stock of a class having priority over
any other class as to distribution of assets or payment of dividends.

(May 27, 1933, ch. 38, title I, §18, 48 Stat. 85; Pub. L. 104-290, title I, §102(a), Oct. 11, 1996, 110
Stat. 3417; Pub. L. 105-353, title ITI, §§301()(4), 302, Nov. 3, 1998, 112 Stat. 3235, 3237; Pub. L.
111-203, title IX, §985(a)(2), July 21, 2010, 124 Stat. 1933; Pub. L. 112106, title III, §305(a), (b)
), (©), (d)(2), title IV, §401(b), Apr. 5, 2012, 126 Stat. 322, 323, 325.)

REFERENCES IN TEXT

The Investment Company Act of 1940, referred to in subsec. (b)(2), is title [ of act Aug, 22, 1940, ch. 686,
54 Stat. 789, as amended, which is classified generally to subchapter I (§80a—1 et seq.) of chapter 2D of this
title. For complete classification of this Act to the Code, see section 80a—51 of this title and Tables.

Section 77d(1), (2), (3), (4), and (6) of this title, referred to in subsecs. (b)}(4)(A) to (C), (E) and (c)(1)(B),
were redesignated section 77d(a)(1), (2), (3), (4), and (6), respectively, of this title by Pub. L. 112106, title II,
§201(b)(1), (c)(1), Apr. 5,2012, 126 Stat. 314.

AMENDMENTS

2012—Subsec. (b)(4)(C). Pub. L. 112-106, §305(a)(2), added subpar. (C). Former subpar. (C) redesignated
(D). '

Subsec. (b)(4)(D). Pub. L. 112-106, §401(b), added subpar. (D) relating to section 77¢(b)(2) of this title.

Pub. L. 112-106, §305(a)(1), redesignated subpar. (C), relating to section 77¢(a) of this title, as (D). Former
subpar (D) redesignated (E).

Subsec. (b)(4)(E). Pub. L. 112-106, §305(a)(1), redesignated subpar. (D) as (E).

Subsec. (c)(1). Pub. L. 112-106, §305(b)(2), substituted ", in connection with securities or securities
transactions" for "with respect to fraud or deceit, or unlawful conduct by a broker or dealer, in connection with
securities or securities transactions." and added subpars. (A) and (B).

Subsec. (¢)(1)(A)(ii). Pub. L. 112-106, §305(d)(2), which directed amendment of subsec. (c)(1) by
substituting ", dealer, or funding portal” for "or dealer", was executed by making the substitution in subpar.
(A)(ii) as added by Pub. L. 112-106, §305(b)(2).

Subsec. (¢)(2)(F). Pub. L. 112106, §305(c), added subpar. (F).

2010—Subsec. (b)(1)(C). Pub. L. 111203, §985(a)}(2)(A), substituted "(C) a security" for "(C) is a
security".

Subsec. ()(2)(B)(i). Pub. L. 111-203, §985(a)(2)(B), substituted "State or" for "State, or".

1998-—Subsec. (b)(1)(A). Pub. L. 105-353, §301(a)(4)(A), inserted ", or authorized for listing," after
"Exchange, or listed".

Subsec. (b)(4)(C). Pub. L. 105-353, §302, substituted "paragraph (4), (10), or (11)" for "paragraph (4) or
an.

Subsec. (¢)(2)(B)(i), (C)(i). Pub. L. 105-353, §301(a)(4)(B), (C), made technical amendments to references
in original act which appear in text as references to October 11, 1996.

Subsec. (d)(1)(A). Pub. L. 105-353, §301(a)(4)(D), substituted "section 77b(a)(10)" for "section 77b(10)"
and "subparagraphs (a) and (b)" for "subparagraphs (A) and (B)".

Subsec. (d)(2). Pub. L. 105-353, §301(2)(4)(E), made technical amendment to reference in original act
which appears in text as reference to October 11, 1996.

Subsec. (d)(4). Pub. L. 105-353, §301(a)(4)(F), substituted "The term" for "For purposes of this paragraph,
the term".

http://www.gpo.gov/fdsys/pkg/USCODE-2014-title15/html/USCODE-2014-title15-chap2... 12/2/2015
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Title 17 — Chapter Il — Part 230 — §230.506

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

§230.506 Exemption for limited offers and sales without regard to dollar amount of offering.

(@) 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.

(b) Conditions to be met in offerings subject to limitation on manner of offering—(1) General conditions. To qualify 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.

(iiy Nature of purchasers. Each purchaser who is not an accredited investor either alone or with his purchaser
representative(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 manner of offering—(1) General conditions. To qualify
for exemption under this section, sales 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 in any offering under paragraph (c)
of this section are accredited investors.

(ii) Veerification of accredited investor status. The issuer shall take reasonable steps to verify that purchasers of
securities sold in any offering under paragraph (c) of this section are accredited investors. The issuer shall be deemed to
take reasonable 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 offering is an accredited investor; provided,
however, that the issuer does not have knowledge that such person is not an accredited investor;

(A) In regard to whether the purchaser is an accredited investor on the basis of incoms, reviewing any Internal
Revenue Service form that reports the purchaser's income for the two most recent years (including, but not limited to,
Form W-2, Form 1099, Schedule K-1 to Form 1065, and Form 1040) and obtaining a written representation from the
purchaser that he or she has a reasonable expectation of reaching 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 holdmgs
certificates of deposit, tax assessments, and appraisal reports issued by independent third parties; and

(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 persons 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:

(1) A registered broker-dealer;

(2) An investment adviser registered with the Securities and Exchange Commission;

http://www.ecfr.gov/cgi-bin/text-idx?SID=b6672d20051e0483b0fd6af8459d07c2&mce=tru... 12/2/2015
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(3) A licensed attorney who is in good standlng 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 at the time of sale that he or she qualifies as an accredited investor.

Instructions to paragraph (c)(2)(ii)(A) through (D) of this section:

1. The issuer is not required to use any of these methods in verifying the accredited investor status of natural persons
who are purchasers. These methods are examples of the types of non-exclusive and non-mandatory methods that satisfy
the verification requirement in §230.508(c)(2)(ii).

2. In the case of a person who qualifies as an accredited investor based on joint income with that person's spouse,
the issuer would 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 in regard to, and obtaining wrltten
representations from, both the person and the spouse.

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

(d) “Bad Actor” 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 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 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

(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;

(i) 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 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:

A

pted

(A) At the time of such sale, bars the person from:
(7) Association with an entity regulated by such commission, authority, agency, or officer,

- =

2
(3

Engaging in the business of securities, insurance or banking; or

=2

Engaging in savings association or credit union activities; or

(B) 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 sale;
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(iv) 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 such sale:

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

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

(v) Is subject to any order of 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 1833 (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 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:

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

(i) 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;

(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 disqualification under paragraph (d)(1) of this section should not arise as a consequence of such order,
judgment or decree; or

(iv) 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 (d)(1) of this section.

Instruction to paragraph (d)(2)(iv). 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 concering, among other things, the issuer and the other
offering participants.

(3) For purposes of paragraph (d)(1) 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:

(i} In control of the issuer; or

(i) Under common control with the issuer by a third party that was in control of the affiliated entity at the time of 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.
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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.

[47 FR 11262, Mar. 6, 1982, as amended at 54 FR 11373, Mar. 20, 1989, 78 FR 44770, 44804, July 24, 2013]

Need assistance?
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Title 15 - COMMERCE AND TRADE

CHAPTER 2A - SECURITIES AND TRUST INDENTURES
SUBCHAPTER I - DOMESTIC SECURITIES

Sec. 77¢ - Classes of securities under this subchapter

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

§77¢. Classes of securities under this subchapter

(a) Exempted securities

Except as hereinafter expressly provided, the provisions of this subchapter 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 [15 U.S.C. 80a—-3(c)(3)]; or any security which is an industrial development bond (as

defined in section 103(c)(2) ! of title 26) the interest on which is excludable from gross income
under section 103(a)(1) L of title 26 if, by reason of the application of paragraph (4) or (6) of
section 103(c) * of title 26 (determined as if paragraphs (4)(A), (5), and (7) were not included in

such section 103(c)),t paragraph (1) of such section 103(c) * does not apply to such security; or
any interest or participation in a single trust fund, or in a collective trust fund maintained by a
bank, or any security arising out of a contract issued by an insurance company, which interest,
participation, or security is issued in connection with (A) a stock bonus, pension, or profit-sharing
plan which meets the requirements for qualification under section 401 of title 26, (B) an annuity
plan which meets the requirements for the deduction of the employer's contributions under section
404(a)(2) of title 26, (C) a governmental plan as defined in section 414(d) of title 26 which has
been established by an employer for the exclusive benefit of its employees or their beneficiaries
for the purpose of distributing to such employees or their beneficiaries the corpus and income of
the funds accumulated under such plan, if under such plan it is impossible, prior to the satisfaction
of all liabilities with respect to such employees and their beneficiaries, for any part of the corpus
or income to be used for, or diverted to, purposes other than the exclusive benefit of such
employees or their beneficiaries, or (D) a church plan, company, or account that is excluded from
the definition of an investment company under section 3(c)(14) of the Investment Company Act of
1940 [15 U.S.C. 80a—3(c)(14)], other than any plan described 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 for a single employer and under which an amount in
excess of the employet's contribution is allocated to the purchase of securities (other than interests
or participations in the trust or separate account itself) 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 title 26 (other than a person participating in a church plan who is described in section 414(e)
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(3)(B) of title 26), or (iii) which is a plan funded by an annuity contract described in section 403(b)
of title 26 (other than a retirement income account described in section 403(b)(9) of title 26, 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 title 26 establishing or maintaining the retirement income account or to a trust
established by any such entity in connection with the retirement income account). The
Commission, by rules and regulations or order, shall exempt from the provisions of section 77e 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 title 26, 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 subchapter. For purposes of
this paragraph, a security issued or guaranteed by a bank shall not include any interest or
participation in any collective trust fund maintained by a bank; and the term "bank" means any
national bank, or banking institution organized under the laws of any State, tetritory, 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 {15 U.S.C. 80a-1 et seq.];

(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,
educational, 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 [15 U.S.C. 80a-3(c)(10)(B)];

(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) by (i) a farmer's
cooperative organization exempt from tax under section 521 of title 26, (ii) a corporation described
in section 501(c)(16) of title 26 and exempt from tax under section 501(a) of title 26, or (iii) a
corporation described in section 501(c)(2) of title 26 which is exempt from tax under section 501
(a) of title 26 and is organized for the exclusive purpose of holding title to property, collecting
income therefrom, and turning over the entire amount thereof, less expenses, to an organization or
corporation described in clause (i) or (ii);

(6) Any interest in a railroad equipment trust. For purposes of this paragraph "interest in a
railroad equipment trust" means any interest in an equipment 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 stock, including motive power;

(7) Certificates issued by a receiver or by a trustee or debtor in possession in a case under title
11, with the approval of the court;

(8) Any insurance or endowment policy or annuity contract or optional annuity contract, issued
by a corporation subject to the supervision of the insurance commissioner, bank commissioner, ot
any agency or officer performing like functions, of any State or Territory of the United States or
the District of Columbia;

(9) Except with respect to a security exchanged in a case under title 11, 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;
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(10) Except with respect to a security exchanged in a case under title 11, 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 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
Tertitorial 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 Tetritory.

(12) Any equity security issued in connection with the acquisition by a holding company of a
bank under section 1842(a) of title 12 or a savings association under section 1467a(e) of title 12,
if—

(A) the acquisition occurs solely as part of a reorganization in which security holders
exchange their shares of a bank or savings association for shares of a newly formed holding
company with no significant assets other than securities 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 savings association, except
for nominal changes in shareholders' interests resulting from lawful elimination of fractional
interests and the exercise of dissenting shareholders' rights under State or Federal 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 to the transaction, other than as may be
required by law; and

(D) the holding company has substantially the 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 1813(b) of title 12) the deposits of which are insured by the Federal Deposit
Insurance Corporation.

(13) Any security issued by or any interest or participation in any church plan, company or
account that is excluded from the definition of an investment company under section 3(c)(14) of
the Investment Company Act of 1940 [15 U.S.C. 80a-3(c)(14)].

(14) Any security futures product that is—

(A) cleared by a clearing agency registered under section 78q—1 of this title or exempt from
registration under subsection (b)(7) of such section 78g~1; and

(B) traded on a national securities exchange or a national securities association registered
pursuant to section 780~3(a) of this title.

(b) Additional exemptions

(1) Small issues exemptive anthority

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 securities to the securities exempted
as provided in this section, if it finds that the enforcement of this subchapter 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 $5,000,000,

(2) Additional issues
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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 conditions:

(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 771(a)(2) of this title 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 audited 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 with the Commission and
distribute to prospective investors an offering statement, and any related documents, in such
form and with such content as prescribed by the Commission, including audited financial
statements, a description of the issuer's business operations, its financial condition, its
corporate governance principles, its use of investor funds, and other appropriate matters; and

(ii) disqualification provisions under which the exemption shall not be available to the
issuer or its predecessors, affiliates, officers, directors, underwriters, 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 Wall Street Reform
and Consumer Protection Act (15 U.S.C. 77d note).

(3) Limitation
Only the following types 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 interests, including any guarantees of such securities.

(4) Periodic disclosures

Upon such terms and conditions as the Commission determines necessary in the public interest
and for the protection of investors, the Commission by rule or regulation may require an issuer 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 April 5, 2012} 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.

(c) Securities issued by small investment company

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
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N\

any class of securities issued by a small business investment company under the Small Business
Investment Act of 1958 [15 U.S.C. 661 et seq.] if it finds, having regard to the purposes of that Act,
that the enforcement of this subchapter with respect to such securities is not necessary in the public
interest and for the protection of investors.

(May 27, 1933, ch. 38, title I, §3, 48 Stat. 75; June 6, 1934, ch. 404, title II, §202, 48 Stat. 906; Feb.,
4, 1887, ch. 104, title II, §214, as added Aug. 9, 1935, ch. 498, 49 Stat. 557; amended June 29, 1938,
ch. 811, §15, 52 Stat. 1240; May 15, 1945, ch. 122, 59 Stat. 167; Aug. 10, 1954, ch. 667, title I, §5,
68 Stat. 684; Pub. L. 85-699, title III, §307(a), Aug. 21, 1958, 72 Stat. 694; Pub. 1. 91-373, title IV,
§401(a), Aug. 10, 1970, 84 Stat. 718; Pub. L. 91-547, §27(b), (c), Dec. 14, 1970, 84 Stat. 1434; Pub.
L. 91-565, Dec. 19, 1970, 84 Stat. 1480; Pub. L. 91-567, §6(a), Dec. 22, 1970, 84 Stat. 1498; Pub.
L. 94-210, title III, §308(a)(1), (3), Feb. 5, 1976, 90 Stat. 56, 57; Pub. L. 95-283, §18, May 21,
1978, 92 Stat, 275; Pub. L. 95-425, §2, Oct. 6, 1978, 92 Stat. 962; Pub. L. 95-598, title III, §306,
Nov. 6, 1978, 92 Stat. 2674; Pub. L. 96477, title 111, §301, title VII, §701, Oct. 21, 1980, 94 Stat.
2291, 2294; Pub. L.. 97-261, §19(d), Sept. 20, 1982, 96 Stat. 1121; Pub. L. 99-514, §2, Oct. 22,
1986, 100 Stat. 2095; Pub. L. 100-181, title II, §§203, 204, Dec. 4, 1987, 101 Stat. 1252; Pub. L. 103
~325, title I11, §320, Sept. 23, 1994, 108 Stat. 2225; Pub. L. 104-62, §3, Dec. 8, 1995, 109 Stat. 684;
Pub. L. 104-290, title V, §508(b), Oct. 11, 1996, 110 Stat. 3447; Pub. L. 106-102, title II, §221(a),
Nov. 12, 1999, 113 Stat. 1401; Pub. L. 106-554, §1(a)(5) [title 11, §208(a)(2)], Dec. 21, 2000, 114
Stat. 2763, 2763 A—435; Pub. L. 108-359, §1(b), Oct. 25, 2004, 118 Stat. 1666; Pub. L. 111-203,
title IX, §985(a)(1), July 21, 2010, 124 Stat. 1933; Pub. L. 112-106, title IV, §401(a), Apr. 5, 2012,
126 Stat. 323; Pub. L. 112-142, §2, July 9, 2012, 126 Stat. 989.)

REFERENCES IN TEXT

Section 103 of'title 26, referred to in subsec. (a)(2), which related to interest on certain governmental
obligations was amended generally by Pub. L. 99-514, title X1lI, §1301(a), Oct. 22, 1986, 100 Stat. 2602, and
as so amended relates to interest on State and local bonds. Section 103(b)(2) (formerty section 103(c)(2)),
which prior to the general amendment defined industrial development bond, relates to the applicability of the
interest exclusion to arbitrage bonds.

The Investment Company Act of 1940, referred to in subsec. (a)(2), is title I of act Aug. 22, 1940, ch. 686,
54 Stat. 789, as amended, which is classified generally to subchapter I (§80a~1 et seq.) of chapter 2D of this
title. For complete classification of this Act to the Code, see section 80a—51 of this title and Tables.

Section 926 of the Dodd-Frank Wall Street Reform and Consumer Protection Act, referred to in subsec. (b)
(2)(G)(ii), is section 926 of Pub. L. 111203, which is set out as a note under section 77d of this title.

April 5, 2012, referred to in subsec. (b)(5), was in the original "the date of enactment of the Small Company
Capital Formation Act of 2011", and was translated as meaning the date of enactment of the Jumpstart Our
Business Startups Act, Pub. L. 112-106, which enacted subsec. (b)(5), to reflect the probable intent of
Congress.

The Small Business Investment Act of 1958, referred to in subsec. (¢), is Pub. L. 85-699, Aug, 21, 1958, 72
Stat. 689, as amended, which is classified principally to chapter 14B (§661 et seq.) of this title. For complete
classification of this Act to the Code, see Short Title note set out under section 661 of this title and Tables.

AMENDMENTS

2012—Subsec. (a)(2). Pub. L. 112142 inserted "(other than a retirement income account described in
section 403(b)(9) of title 26, 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 title 26 establishing or maintaining the retirement income account or to a
trust established by any such entity in connection with the retirement income account)" after "403(b) of title
26" and "(other than a person participating in a church plan who is described in section 414(e)(3)(B) of title
26)" after "(ii) which covers employees some or all of whom are employees within the meaning of section 401
(©)(1) of title 26",

Subsec. (b). Pub. L. 112-106 inserted subsec. heading, designated existing provisions as par. (1), inserted
par. heading, and added pars. (2) to (5).

2010—Subsec. (a)(4). Pub. L. 111-203 substituted "individual," for "individual;",
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Date: 2015-04-01

Original Date: 2015-04-01

Title: Section 230.251 - Scope of exemption.

Context: Title 17 - Commodity and Securities Exchanges. CHAPTER |l - SECURITIES AND
EXCHANGE COMMISSION. PART 230 - GENERAL RULES AND REGULATIONS,
SECURITIES ACT OF 1933. - Regulation A-Conditional Small Issues Exemption.

§ 230.251 Scope of exemption.

A public offer or sale of securities that meets the following terms and conditions shall be exempt
under section 3(b) from the registration requirements of the Securities Act of 1933 (the
“Securities Act”):

(a) Issuer. The issuer of the securities:

(1) Is an entity organized under the laws of the United States or Canada, or any State, Province,
Territory or possession thereof, or the District of Columbia, with its principal place of business in
the United States or Canada;

(2) Is not subject to section 13 or 15(d) of the Securities Exchange Act of 1934 (the “Exchange
Act”) (15 U.S.C. 78a et seq. ) immediately before the offering;

(3) Is not a development stage company that either has no specific business plan or purpose, or
has indicated that its business plan is to merge with an unidentified company or companies;

(4) Is not an investment company registered or required to be registered under the Investment
Company Act of 1940 (15 U.S.C. 80a-1 et seq. ),

(5) Is not issuing fractional undivided interests in oil or gas rights as defined in § 230.300, or a
similar interest in other mineral rights; and

(6) Is not disqualified because of § 230.262.

(b) Aggregate offering price. The sum of all cash and other consideration to be received for the
securities (“aggregate offering price”) shall not exceed $5,000,000, including no more than
$1,500,000 offered by all selling security holders, less the aggregate offering price for all
securities sold within the twelve months before the start of and during the offering of securities in
reliance upon Regulation A. No affiliate resales are permitted if the issuer has not had net
income from continuing operations in at least one of its last two fiscal years.

Note:

Where a mixture of cash and non-cash consideration is to be received, 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 a currency exchange rate in effect on or at a reasonable time
prior to 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. Valuations of non-cash consideration
must be reascnable at the time made.
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(c) Integration with other offerings. Offers and sales made in reliance on this
Regulation A will not be integrated with:

(1) Prior offers or sales of securities; or

(2) Subsequent offers or sales of securities that are:

(i) Registered under the Securities Act, except as provided in § 230.254(d);
(i) Made in reliance on § 230.701;

(iii) Made pursuant to an employee benefit plan;

(iv) Made in reliance on Regulation S (§ 230.901-904); or

(v) Made more than six months after the completion of the Regulation A
offering.

Note:

If the issuer offers or sells securities for which the safe harbor
rules are unavailable, such offers and sales still may not be
integrated with the Regulation A offering, depending on the
particular facts and circumstances. See Securities Act
Release No. 4552 (November 6, 1962) [27 FR 11318].

(d) Offering conditions—(1) Offers. (i) Except as allowed by § 230.254, no
offer of securities shall be made unless a Form 1-A offering statement has
been filed with the Commission.

(i) After the Form 1-A offering statement has been filed:
(A) Oral offers may be made;
(B) Written offers under § 230.255 may be made;

(C) Printed advertisements may be published or radioc or television
broadcasts made, if they state from whom a Preliminary Offering Circular or
Final Offering Circular may be obtained, and contain no more than the
following information:

(7) The name of the issuer of the security;

(2) The title of the security, the amount being offered and the per unit
offering price to the public;

(3) The general type of the issuer's business; and
(4) A brief statement as to the general character and location of its property.

(iiiy After the Form 1-A offering statement has been qualified, other written
offers may be made, but only if accompanied with or preceded by a Final
Offering Circular.

(2) Sales. (i) No sale of securities shall be made until:
(A) The Form 1-A offering statement has been qualified;

(B) A Preliminary Offering Circular or Final Offering Circular is furnished to
the prospective purchaser at least 48 hours prior to the mailing of the
confirmation of sale to that person; and

(C) A Final Offering Circular is delivered to the purchaser with the
confirmation of sale, unless it has been delivered to that person at an earlier
time.

(i) Sales by a dealer (including an underwriter no longer acting in that
capacity for the security involved in such transaction) that take place within
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90 days after the qualification of the Regulation A offering statement may be
made only if the dealer delivers a copy of the current offering circular to the
purchaser before or with the confirmation of sale. The issuer or underwriter of
the offering shall provide requesting dealers with reasonable quantities of the
offering circular for this purpose.

(3) Continuous or delayed offerings. Continuous or delayed offerings may be
made under this Regulation A if permitted by § 230.415.
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