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ASPEN PUBLISHERS

Fundamentals of Securities
Regulation, Fifth Edition

by Louis Loss, Joel Seligman and
Troy Paredes

Fundamentals of Securities Regulation is a concise one-volume
treatise that provides essential information covering a wide array
of topics concerning securities law. This compendium reviews the
most significant aspects of securities regulation.

The Fifth Edition of Fundamentals of Securities Regulation
incorporates the statutory changes provided by the Sarbanes-
Oxley Act, officially codified as The Public Company Accounting
Reform and Corparate Responsibility, including the creation of
the new Public Company Accounting Oversight Board and new
Section 15D, which addresses Securities Analysts and Research
Reports. The Sarbanes-Oxley Act also has led to substantial
changes in the federal securities rules and regulations.

2009 Cumulative Supplement Highlights

New legislative, regulatory, and case law developments are
analyzed in the 2009 Cumulative Supplement.

Highlights include:

e SEC’s announcement of the creation of a new Office of
Interactive Disclosure (Chapter 1, §F.2).
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SEC’s adoption of Form S-11 amendments to permit
historical incorporation by reference (Chapter 2, §D.1).

SEC’s adoption of amendments to the eligibility require-
ments for Forms S-3 and F-3 for private offerings
(Chapter 2, §D.1).

SEC adoption of rule amendments terminating the
requirement that foreign private issuers using IFRS as
issued by the IASB reconcile their financial statements to
U.S. GAAP and the SEC’s steps for implementing mutual
recognition (Chapter 2, §E.2.a).

SEC’s adoption of new rules permitting termination of a
foreign private issuer’s registration of a class of securities
under §12(g) of the Exchange Act and the duty to file
reports under the Exchange Act (Chapter 2, §E.2.b).

SEC’s adoption of a number of regulatory changes
intended to relieve the regulatory burden on smaller
reporting companies and to afford smaller companies
regulatory simplification (Chapter 3, §C.5.a).

SEC’s adoption of amendments in 2008 to require,
among other things, the electronic filing of Form D and
to amend Form D itself in various respects. (Chapter 3,

§C.6.b.(v)).

SEC’s addition of Rules 12h-1(f) and (g) to exempt (1) stock
options under written compensation stock option plans
thatare notrequired to file periodic reports under the 1934
Act and (2) stock options that are issued under written
compensation plans when the issuer has an equity security
underlying the stock options thatis registered under §15(d)
(Chapter 6, §A.4.¢).

SEC’s adoption of amendments to Rule 14a-8(i)(8) and
future proposals to amend the rule in light of the Second
Circuit’s decision in American Fed. of State, County & Mun.
Employees v. American Int’l Group, Inc. (Chapter 6, §C.2.c).



Adoption of final rules by the SEC and Federal Reserve
Board to implement the broker exceptions for banks
relating to third-party networking arrangements, trust
and fiduciary activities, sweep activities, and custody and
safekeeping activities (Chapter 8, §A.3.d).

An overview of LRN-Rand Center for Corporate Ethics,
Law and Governance study, which was published to
provide the SEC with a factual description of the current
state of the investment advisor and brokerage industries
for the SEC’s evaluation of the legal and regulatory
environment concerning investment professionals

(Chapter 8, §C.2.b.(iv)).

Discussion of the United States Supreme Court decision
Stoneridge Inv. Partners, LLC v. Scientific-Atlanta, Inc.
(Chapter 11, §C.4.a; §D.1.c).

This cumulative supplement contains an updated Table of

For questions concerning this shipment, billing, or other customer service
matters, call our Customer Service department at 1-800-234-1660.

For toll-free ordering, please call 1-800-638-8437.
iieihtinlionhieiieeniinss 0% ebtentimaniialit e ——

© 2009 Aspen Publishers. All Rights Reserved.



FUNDAMENTALS
OF

SECURITIES
REGULATION

2009 Supplement



About Wolters Kluwer Law & Business

Wolters Kluwer Law & Business is a leading provider of research
information and workflow solutions in key specialty areas. The strengths
of the individual brands of Aspen Publishers, CCH, Kluwer Law Interna-
tional and Loislaw are aligned within Wolters Kluwer Law & Business to
provide comprehensive, in-depth solutions and expert-authored content
for the legal, professional and education markets.

CCH was founded in 1913 and has served more than four generations
of business professionals and their clients. The CCH products in the
Wolters Kluwer Law & Business group are highly regarded electronic
and print resources for legal, securities, antitrust and trade regula-
tion, government contracting, banking, pension, payroll, employ-
ment and labor, and healthcare reimbursement and compliance
professionals.

Aspen Publishers is a leading information provider for attorneys,
business professionals and law students. Written by preeminent
authorities, Aspen products offer analytical and practical information
ina range of specialty practice areas from securities law and intellectual
property to mergers and acquisitions and pension/benefits. Aspen’s
trusted legal education resources provide professors and students
with high-quality, up-to-date and effective resources for successful
instruction and study in all areas of the law.

Kluwer Law International supplies the global business community
with comprehensive English-language international legal informa-
tion. Legal practitioners, corporate counsel and business executives
around theworld rely onthe Kluwer Law Internationaljournals,loose-
leafs, books and electronic products for authoritative information in
many areas of international legal practice.

Loislawis a premier provider of digitized legal content to smalllaw firm
practitioners of various specializations. Loislaw provides attorneys
with the ability to quickly and efficiently find the necessary legal
information they need, when and where they need it, by facilitating
access to primary law as well as state-specific law, records, forms and
treatises.

Wolters Kluwer Law & Business, a unit of Wolters Kluwer, is head-
quartered in New York and Riverwoods, Illinois. Wolters Kluwer is a
leading multinational publisher and information services company.




ASPEN PUBLISHERS SUBSCRIPTION NOTICE

This Aspen Publishers product is updated on a periodic basis with
supplements to reflect important changes in the subject matter. If
you purchased this product directly from Aspen Publishers, we have
already recorded your subscription for the update service.

If, however, you purchased this product from a bookstore and
wish to receive future updates and revised or related volumes billed
separately with a 30-day examination review, please contact our
Customer Service Department at 1-800-234-1660, or send your
name, company name (if applicable), address, and the title of the
product to:

Aspen Publishers
7201 McKinney Circle
Frederick, MD 21704

Important Aspen Publishers Contact Information

o To order any Aspen Publishers title, go to www.aspenpublishers
.com or call 1-800-638-8437.

e To reinstate your manual update service, call 1-800-638-8437.

e To contact Customer Care, e-mail customer.care@
aspenpublishers.com, call 1-800-234-1660, fax 1-800-901-9075,
or mail correspondence to Order Department, Aspen
Publishers, PO Box 990, Frederick, MD 21705.

e To review your account history or pay an invoice online, visit
www.aspenpublishers.com/payinvoices.

J).Wolters Kluwer

Law & Business



PREFACE

Recent publication of a Fourth Edition of Securities Regulation
began with a new coauthor, Troy Paredes. Troy also will be the
coauthor of Fundamentals of Securities Regulation, beginning with
the 2007 Annual Supplement. For me there is an extraordinary
significance to this continuity. Louis Loss started Yale Law School
in 1934, the year the Securities and Exchange Commission itself
began. He started a 15 year career at the Commission in 1937.
His career and scholarship stretch back to the very dawn of
modern securities regulation. When I began work with Louis as
coauthor in 1984, I was very much his junior and benefited
immensely from the chance to learn from the master in the field.
He remarked to me more than once that our interest in
codification and in treatise scholarship had begun at roughly
the same point in our lives. Now, decades later, I am the senior
coauthor and joined by an extraordinary new scholar in securities
regulation who also started at approximately the same age as I
did. Troy Paredes, who graduated from the Yale Law School like
Louis, has already begun to make his mark as a securities and
corporate scholar with significant articles such as Blinded by the
Light: Information Overload and Its Consequences for Securities
Regulation, 81 Washington University Law Quarterly 417 (2003);
A Systems Approach to Corporate Governance Reform: Why
Importing U.S. Corporate Law Isn’t the Answer, 45 William &
Mary Law Review 1055 (2004); and On the Decision to Regulate
Hedge Funds: The SEC’s Regulatory Philosophy, Style, and
Mission, 2006 University of Illinois Law Review (forthcoming).

In June 2008, Troy Paredes was confirmed as a Commissioner
of the Securities and Exchange Commission. This is a richly
deserved recognition of his outstanding scholarship. I look
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PREFACE

forward to working with him after he returns from his service at
the SEC. Until then, Fundamentals and its Annual Supplements
will continue on schedule.

Troy Paredes worked on Fundamentals and its Annual
Supplements while a Professor of Law at Washington University
School of Law before being sworn in and taking office as a
Commissioner of the SEC. The views expressed in Fundamentals
and its Annual Supplements reflect the views of Troy Paredes,
Joel Seligman, and the late Louis Loss and do not necessarily
reflect those of the SEC or other Commissioners.

Let me acknowledge my gratitude to Lynne Hasman, who is
responsible for the typing of this Annual Supplement, and to
Beth Cross-Wilhelm for her cite checking.

This Annual Supplement speaks generally as of June 1, 2008,
although there are occasional references to later materials.

JS
August 2008
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