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PREFACE

This booklet, containing the full text of the basic federal securities laws, as well as the princi-
pal SEC rules and forms under those laws and other related laws and regulations, is designed pri-
marily as a supplement to the texts used in law school courses in securities regulation. However,
it can also serve as a basic reference source for lawyers, securities professionals, corporate offi-
cers and others who have occasion to deal with questions of securities law.

This booklet contains the full text of the Securities Act of 1933, the Securities Exchange Act
of 1934, the Investment Company Act of 1940, and the Investment Advisers Act of 1940. It also
contains the full text of the rules of general applicability and the principal forms under the 1933
and 1934 Acts and selected rules under the 1940 Acts, as well as the SEC’s Rules of Practice,
Rules on Informal and Other Procedures, and Rules Relating to Investigations.

In addition to the SEC materials, the booklet contains the pertinent provisions of a number
of other statutes relevant to securities questions, including the Mail Fraud Statutes, the Foreign
Corrupt Practices Act, the Racketeer Influenced and Corrupt Organizations Act (RICO), the
Commodity Exchange Act, the Glass-Steagall Act, and the Bankruptcy Reform Act of 1978. It
also contains a comprehensive Index to facilitate its use as a research tool.

This edition incorporates all changes in laws through October 15, 1999 and in the regula-
tions and forms through September 1, 1999. It is the intention of the editor to update it annually
at the same time, thus making it the most up-to-date reference work for winter and spring term
courses in securities regulation.

I hope you will find this volume useful, and I welcome your comments or suggestions for im-
provement.

THOMAS LEE HAZEN

Chapel Hill, N.C.
October, 1999
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TITLE I
Short Title trust where the interest or interests of the

Sec. 1. This Act may be cited as the Secu-
rities Act of 1933.

Definitions

Sec. 2. (a) When used in this Act, unless
the context otherwise requires—

(1) The term ‘‘security’”’ means any note,
stock, treasury stock, bond, debenture, evi-
dence of indebtedness, certificate of interest or
participation in any profit-sharing agreement,
collateral-trust certificate, preorganization cer-
tificate or subscription, transferable share, in-
vestment contract, voting-trust certificate, cer-
tificate of deposit for a security, fractional
undivided interest in oil, gas, or other mineral
rights, any put, call, straddle, option, or privi-
lege on any security, certificate of deposit, or
group or index of securities (including any
interest therein or based on the value thereof),
or any put, call, straddle, option, or privilege
entered into on a national securities exchange
relating to foreign currency, or, in general, any
interest or instrument commonly known as a
“security,” or any certificate of interest or
participation in, temporary or interim certifi-
cate for, receipt for, guarantee of, or warrant
or right to subscribe to or purchase, any of the
foregoing.

(2) The term “person” means an individu-
al, a corporation, a partnership, an association,
a joint-stock company, a trust, any unincorpo-
rated organization, or a government or politi-
cal subdivision thereof. As used in this para-
graph the term ‘“‘trust’” shall include only a

beneficiary or beneficiaries are evidenced by a
security.

(3) The term ‘“sale” or ‘“‘sell”” shall include
every contract of sale or disposition of a securi-
ty or interest in a security, for value. The
term “offer to sell”’, “offer for sale”, or ‘“‘offer”
shall include every attempt or offer to dispose
of, or solicitation of an offer to buy, a security
or interest in a security, for value. The terms
defined in this paragraph and the term “‘offer
to buy’’ as used in subsection (c) of section 5
shall not include preliminary negotiations or
agreements between an issuer (or any person
directly or indirectly controlling or controlled
by an issuer, or under direct or indirect com-
mon control with an issuer) and any under-
writer or among underwriters who are or are
to be in privity of contract with an issuer (or
any person directly or indirectly controlling or
controlled by an issuer, or under direct or
indirect common control with an issuer). Any
security given or delivered with, or as a bonus
on account of, any purchase of securities or
any other thing, shall be conclusively pre-
sumed to constitute a part of the subject of
such purchase and to have been offered and
sold for value. The issue or transfer of a right
or privilege, when originally issued or trans-
ferred with a security, giving the holder of
such security the right to convert such securi-
ty into another security of the same issuer or
of another person, or giving a right to sub-
scribe to another security of the same issuer or
of another person, which right cannot be exer-
cised until some future date, shall not be
deemed to be an offer or sale of such other
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security; but the issue or transfer of such
other security upon the exercise of such right
of conversion or subscription shall be deemed
a sale of such other security.

(4) The term “issuer’” means every person
who issues or proposes to issue any security;
except that with respect to certificates of de-
posit, voting-trust certificates, or collateral-
trust certificates, or with respect to certificates
of interest or shares in an unincorporated in-
vestment trust not having a board of directors
(or persons performing similar functions) or of
the fixed, restricted management, or unit type,
the term ‘‘issuer” means the person or per-
sons performing the acts and assuming the
duties of depositor or manager pursuant to the
provisions of the trust or other agreement or
instrument under which such securities are
issued; except that in the case of an unincor-
porated association which provides by its arti-
cles for limited liability of any or all of its
members, or in the case of a trust, committee,
or other legal entity, the trustees or members
thereof shall not be individually liable as is-
suers of any security issued by the association,
trust, committee, or other legal entity; except
that with respect to equipment-trust certifi-
cates or like securities, the term ‘“‘issuer”
means the person by whom the equipment or
property is or is to be used; and except that
with respect to fractional undivided interests
in oil, gas, or other mineral rights, the term
“issuer’” means the owner of any such right or
of any interest in such right (whether whole or
fractional) who creates fractional interests
therein for the purpose of public offering.

(5) The term “Commission’”” means the Se-
curities and Exchange Commission.

(6) The term “Territory” means Puerto
Rico, the Virgin Islands, and the insular pos-
sessions of the United States.

(7) The term ‘“interstate commerce”
means trade or commerce in securities or any
transportation or communication relating
thereto among the several States or between
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the District of Columbia or any Territory of
the United States and any State or other Ter-
ritory, or between any foreign country and any
State, Territory, or the District of Columbia,
or within the District of Columbia.

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

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

(10) The term ‘“‘prospectus’” means any
prospectus, notice, circular, advertisement, let-
ter, or communication, written or by radio or
television, which offers any security for sale or
confirms the sale of any security; except that
(a) a communication sent or given after the
effective date of the registration statement
(other than a prospectus permitted under sub-
section (b) of section 10) shall not be deemed a
prospectus if it is proved that prior to or at the
same time with such communication a written
prospectus meeting the requirements of sub-
section (a) of section 10 at the time of such
communication was sent or given to the per-
son to whom the communication was made,
and (b) a notice, circular, advertisement, let-
ter, or communication in respect of a security
shall not be deemed to be a prospectus if it
states from whom a written prospectus meet-
ing the requirements of section 10 may be
obtained and, in addition, does no more than
identify the security, state the price thereof,
state by whom orders will be executed, and
contain such other information as the Com-
mission, by rules or regulations deemed neces-
sary or appropriate in the public interest and
for the protection of investors, and subject to
such terms and conditions as may be pre-
scribed therein, may permit.

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

(12) The term ‘“‘dealer’” means any person
who engages either for all or part of his time,
directly or indirectly, as agent, broker, or prin-
cipal, in the business of offering, buying, sell-
ing, or otherwise dealing or trading in securi-
ties issued by another person.

(13) The term ‘“‘insurance company’’
means a company which is organized as an
insurance company, whose primary and pre-
dominant business activity is the writing of
insurance or the reinsuring of risks underwrit-
ten by insurance companies, and which is sub-
ject to supervision by the insurance commis-
sioner, or a similar official or agency of a State
or territory or the District of Columbia; or
any receiver or similar official or any liquidat-
ing agent for such company, in his capacity as
such.

(14) The term ‘‘separate account” means
an account established and maintained by an
insurance company pursuant to the laws of
any State or territory of the United States, the
District of Columbia, or of Canada or any
province thereof, under which income, gains
and losses, whether or not realized, from as-
sets allocated to such account, are, in accor-
dance with the applicable contract, credited to
or charged against such account without re-
gard to other income, gains or losses of the
insurance company.
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(15) The term ‘“‘accredited investor’’ shall
mean—

(i) a bank as defined in section 3(a)(2)
whether acting in its individual or fiduciary
capacity; an insurance company as defined in
paragraph 13 of the Act; an investment com-
pany registered under the Investment Compa-
ny Act of 1940 or a business development
company as defined in section 2(a)(48) of that
Act; a Small Business Investment Company
licensed by the Small Business Administration;
or an employee benefit plan, including an indi-
vidual retirement account, which is subject to
the provisions of the Employee Retirement
Income Security Act of 1974, if the investment
decision is made by a plan fiduciary, as defined
in section 3(21) of such Act, which is either a
bank, insurance company, or registered invest-
ment adviser; or ‘

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

(b) Whenever pursuant to this title the
Commission is engaged in rulemaking and is
required to consider or determine whether an
action is necessary or appropriate in the public
interest, the Commission shall also consider,
in addition to the protection of investors,
whether the action will promote efficiency,
competition, and capital formation.

Exempted Securities

Sec. 3. (a) Except as hereinafter express-
ly provided, the provisions of this Act shall not
apply to any of the following classes of securi-
ties:

(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
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the United States, or by any political subdivi-
sion of a State or Territory, or by any public
instrumentality of one or more States or Terri-
tories, or by any person controlled or super-
vised 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 is-
sued 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 maintained by a
bank exclusively for the collective investment
and reinvestment of assets contributed thereto
by such bank in its capacity as trustee, execu-
tor, administrator, or guardian; or any securi-
ty which is an industrial development bond (as
defined in section 103(c)(2) of the Internal
Revenue Code of 1954) the interest on which is
excludable from gross income under section
103(a)(1) of such Code if, by reason of the
application of paragraph (4) or (6) of section
103(c) of such Code (determined as if para-
graphs (4)(A), (5), and (7) were not included in
such section 103(c)), paragraph (1) of such
section 103(c) does not apply to such security;
or any interest or participation in a single
trust fund, or in a collective trust fund main-
tained by a bank, or any security arising out of
a contract issued by an insurance company,
which interest, participation, or security is is-
sued in connection with (A) a stock bonus,
pension, or profit-sharing plan which meets
the requirements for qualification under sec-
tion 401 of the Internal Revenue Code of 1954,
(B) an annuity plan which meets the require-
ments for the deduction of the employer’s con-
tributions under section 404(a)(2) of such
Code, or (C) a governmental plan as defined in
section 414(d) of such Code which has been
established by an employer for the exclusive
benefit of its employees or their beneficiaries
for the purpose of distributing to such employ-
ees or their beneficiaries the corpus and in-
come of the funds accumulated under such
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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, other than any plan described in
clause (A), (B), or (C) 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
employer’s contribution is allocated to the pur-
chase 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,
(i) which covers employees some or all of
whom are employees within the meaning of
section 401(c)(1) of such Code, or (iii) which is
a plan funded by an annuity contract de-
scribed in section 403(b) of such Code. The
Commission, by rules and regulations or order,
shall exempt from the provisions of section 5
of this title any interest or participation issued
in connection with a stock bonus, pension,
profit-sharing, or annuity plan which covers
employees some or all of whom are employees
within the meaning of section 401(c)(1) of the
Internal Revenue Code of 1954, if and to the
extent that the Commission determines this to
be necessary or appropriate in the public inter-
est and consistent with the protection of inves-
tors and the purposes fairly intended by the
policy and provisions of this Act. For the
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 any
banking institution organized under the laws
of any State, territory, or the District of Co-
lumbia, the business of which is substantially
confined to banking and is supervised by the
State or territorial banking commission or
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similar official; except that in the case of a
common trust fund or similar fund, or a collec-
tive trust fund, the term “bank’ has the same
meaning as in the Investment Company Act of
1940;

(3) Any note, draft, bill of exchange, or
bankers’ acceptance which arises out of a cur-
rent transaction or the proceeds of which have
been or are to be used for current transac-
tions, and which has a maturity at the time of
issuance of not exceeding nine months, exclu-
sive of days of grace, or any renewal thereof
the maturity of which is likewise limited;

(4) Any security issued by a person orga-
nized 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 secu-
rity of a fund that is excluded from the defini-
tion of an investment company under section
3(c)(10)(B) of the Investment Company Act of
1940;

(5) Any security issued (A) by a savings
and loan association, building and loan associ-
ation, cooperative bank, homestead associa-
tion, 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 organiza-
tion exempt from tax under section 521 of the
Internal Revenue Code of 1954, (ii) a corpora-
tion described in section 501(c)(16) of such
Code and exempt from tax under section
501(a) of such Code, or (iii) a corporation
described in section 501(c)(2) of such Code
which is exempt from tax under section 501(a)
of such Code and is organized for the exclusive
purpose of holding title to property, collecting
income therefrom, and turning over the entire
amount thereof, less expenses, to an organiza-
tion or corporation described in clause (i) or
(ii);
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(6) Any interest in a railroad equipment
trust. For purposes of this paragraph ‘“‘inter-
est in a railroad equipment trust’” means any
interest in an equipment trust, lease, condi-
tional sales contract or other similar arrange-
ment entered into, issued, assumed, guaran-
teed by, or for the benefit of, a common carrier
to finance the acquisition of rolling stock, in-
cluding motive power;

(7) Certificates issued by a receiver or by a
trustee or debtor in possession in a case under
Title 11 of the United States Code, 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 supervi-
sion of the insurance commissioner, bank com-
missioner, or 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 ex-
changed in a case under Title 11 of the United
States Code, any security exchanged by the
issuer with its existing security holders exclu-
sively where no commission or other remuner-
ation is paid or given directly or indirectly for
soliciting such exchange;

(10) Except with respect to a security ex-
changed in a case under Title 11 of the Unit-
ed States Code, any security which is issued
in exchange for one or more bona fide out-
standing securities, claims or property inter-
ests, 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 Territorial banking
or insurance commission or other governmen-
tal authority expressly authorized by law to
grant such approval,
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(11) Any security which is a part of an
issue offered and sold only to persons resident.
within a single State or Territory, where the
issuer of such security is a person resident and
doing business within, or, if a corporation,
incorporated by and doing business within,
such State or Territory;

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

(A) the acquisition occurs solely as part
of a reorganization in which security hold-
ers exchange their shares of a bank or
savings association for shares of a newly
formed holding company with no signifi-
cant assets other than securities of the
bank or savings association and the exist-
ing subsidiaries of the bank or savings as-
sociation;

(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 sav-
ings association, except for nominal
changes in shareholders’ interests resulting
from lawful elimination of fractional inter-
ests and the exercise of dissenting share-
holders’ rights under State or Federal law;

(C) the rights and interests of security
holders in the holding company are sub-
stantially 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 substan-
tially 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 associa-
tion (as defined in section 3(b) of the Federal
Deposit Insurance Act) the deposits of which
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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.

(b) The Commission may from time to time
by its rules and regulations, and subject to
such terms and conditions as may be pre-
scribed therein, add any class of securities to
the securities exempted as provided in this
section, if it finds that the enforcement of this
Act with respect to such securities is not nec-
essary in the public interest and for the pro-
tection 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.

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

Exempted Transactions

Sec. 4. The provisions of section 5 shall
not apply to—

(1) transactions by any person other than
an issuer, underwriter, or dealer.

(2) transactions by an issuer not involving
any public offering. ~ bowpt in f7iud s b

(3) transactions by a dealer (including an
underwriter no longer acting as an underwrit-
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er in respect of the security involved in such
transaction), except—

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

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

(C) transactions as to securities constitut-
ing the whole or a part of an unsold allotment
to or subscription by such dealer as a partici-
pant in the distribution of such securities by
the issuer or by or through an underwriter.

With respect to transactions referred to in
clause (B), if securities of the issuer have not
previously been sold pursuant to an earlier
effective registration statement the applicable
period, instead of forty days, shall be ninety
days, or such shorter period as the Commis-
sion may specify by rules and regulations or
order.

(4) brokers’ transactions executed upon
customers’ orders on any exchange or in the
over-the-counter market but not the solicita-
tion of such orders.

(5)(A) Transactions involving offers or
sales of one or more promissory notes directly
secured by a first lien on a single parcel of real
estate upon which is located a dwelling or
other residential or commercial structure, and
participation interests in such notes—
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(i) where such securities are originated by
a savings and loan association, savings bank,
commercial bank, or similar banking institu-
tion which is supervised and examined by a
Federal or State authority, and are offered and
sold subject to the following conditions:

(a) the minimum aggregate sales price
per purchaser shall not be less than $250,-
000;

(b) the purchaser shall pay cash either
at the time of the sale or within sixty days
thereof; and

(c) each purchaser shall buy for his own
account only; or

(ii) where such securities are originated by
a mortgagee approved by the Secretary of
Housing and Urban Development pursuant to
sections 203 and 211 of the National Housing
Act, and are offered or sold subject to the
three conditions specified in subparagraph
(A)(i) to any institution described in such sub-
paragraph or to any insurance company sub-
ject to the supervision of the insurance com-
missioner, or any agency or officer performing
like function, of any State or Territory of the
United States or the District of Columbia, or
the Federal Home Loan Mortgage Corporation,
the Federal National Mortgage Association, or
the Government National Mortgage Associa-
tion.

(B) Transactions between any of the enti-
ties described in subparagraph (A)(i) or (A)(ii)
hereof involving non-assignable contracts to
buy or sell the foregoing securities which are
to be completed within two years, where the
seller of the foregoing securities pursuant to
any such contract is one of the parties de-
scribed in subparagraph (A)(i) or (A)(ii) who
may originate such securities and the purchas-
er of such securities pursuant to any such
contract is any institution described in subpar-
agraph (A)(i) or any insurance company de-
scribed in subparagraph (A)(ii), the Federal
Home Loan Mortgage Corporation, Federal
National Mortgage Association, or the Govern-
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ment National Mortgage Association and
where the foregoing securities are subject to
the three conditions for sale set forth in sub-
paragraphs (A)(i)(a) through (c).

(C) The exemption provided by subpara-
graphs (A) and (B) hereof shall not apply to
resales of the securities acquired pursuant
thereto, unless each of the conditions for sale
contained in subparagraphs (A)(i)(a) through
(c) are satisfied.

(6) transactions involving offers or sales by
an issuer solely to one or more accredited
investors, if the aggregate offering price of an
issue of securities offered in reliance on this
paragraph does not exceed the amount allowed
under section 3(b) of this Act, if there is no
advertising or public solicitation in connection
with the transaction by the issuer or anyone
acting on the issuer’s behalf, and if the issuer
files such notice with the Commission as the
Commission shall prescribe.

Prohibitions Relating to Interstate
Commerce and the Mails

Sec. @(a) Unless a registration state-
ment is in effect as to a security, it shall be
unlawful for any person, directly or indirect-
ly—

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

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

(b) It shall be unlawful for any person,
ectly or indirectly—

(1) to make use of any means or instru-
ments of transportation or communication in
interstate commerce or of the mails to carry or
transmit any prospectus relating to any securi-

Sec. 6

ty with respect to which a registration state-
ment has been filed under this Act, unless
such prospectus meets the requirements of
section 10; or

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

(c) It shall be unlawful for any person,
irectly or indirectly, to make use of any
means or instruments of transportation or
communication in interstate commerce or of
the mails to offer to sell or offer to buy
through the use or medium of any prospectus
or otherwise any security, unless a registration
statement has been filed as to such security, or
while the registration statement is the subject
of a refusal order or stop order or (prior to the
effective date of the registration statement)
any public proceeding or examination under
section 8.

Registration of Securities and Signing
of Registration Statement

Sec. 6. (a) Any security may be regis-
tered with the Commission under the terms
and conditions hereinafter provided, by filing a
registration statement in triplicate, at least
one of which shall be signed by each issuer, its
principal executive officer or officers, its prin-
cipal financial officer, its comptroller or princi-
pal accounting officer, and the majority of its
board of directors or persons performing simi-
lar functions (or, if there is no board of di-
rectors or persons performing similar func-
tions, by the majority of the persons or board
having the power of management of the is-
suer), and in case the issuer is a foreign or
Territorial person by its duly authorized repre-
sentative in the United States; except that
when such registration statement relates to a
security issued by a foreign government, or
political subdivision thereof, it need be signed
only by the underwriter of such security. Sig-
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natures of all such persons when written on
the said registration statements shall be pre-
sumed to have been so written by authority of
the person whose signature is so affixed and
the burden of proof, in the event such authori-
ty shall be denied, shall be upon the party
denying the same. The affixing of any signa-
ture without the authority of the purported
signer shall constitute a violation of this Act.
A registration statement shall be deemed effec-
tive only as to the securities specified therein
as proposed to be offered.

(b)(1) The Commission shall, in accordance
with this subsection, collect registration fees
that are designed to recover the costs to the
government of the securities registration pro-
cess, and costs related to such process, includ-
ing enforcement activities, policy and rulemak-
ing activities, administration, legal services,
and international regulatory activities.

(2) At the time of filing a registration
statement, the applicant shall pay to the Com-
mission a fee that shall be equal to the sum of
the amounts (if any) determined under the
rates established by paragraphs (3) and (4).
The Commission shall publish in the Federal
Register notices of the fee rates applicable
under this section for each fiscal year.

(3) The rate determined under this para-
graph is a rate equal to $200 per $1,000,000 of
the maximum aggregate price at which such
securities are proposed to be offered, except
that during fiscal year 2007 and any succeed-
ing fiscal year such rate is equal to $67 per
$1,000,000 of the maximum aggregate price at
which such securities are proposed to be of-
fered. Fees collected during any fiscal year
pursuant to this paragraph shall be deposited
and credited as general revenues of the Trea-
sury.

(4)(A) Except as provided in subparagraphs
(B) and (C), the rate determined under this

paragraph is a rate equal to the following
amount per $1,000,000 of the maximum aggre-
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gate price at which such securities are pro-
posed to be offered:

(i) $95 during fiscal year 1998;

(ii) $78 during fiscal year 1999;

(iii) $64 during fiscal year 2000;

(iv) $50 during fiscal year 2001,

(v) $39 during fiscal year 2002;

(vi) $28 during fiscal year 2003;

(vii) $9 during fiscal year 2004;

(viii) $5 during fiscal year 2005; and

(ix) $0 during fiscal year 2006 or any suc-
ceeding fiscal year.

(B) Except as provided in subparagraph
(C), no amounts shall be collected pursuant to
this paragraph (4) for any fiscal year except to
the extent provided in advance in appropria-
tions acts. Fees collected during any fiscal year
pursuant to this paragraph shall be deposited
and credited as offsetting collections in accor-
dance with appropriations Acts.

(C) If on the first day of a fiscal year a
regular appropriation to the Commission has
not been enacted, the Commission shall con-
tinue to collect fees (as offsetting collections)
under this paragraph at the rate in effect
during the preceding fiscal year, until such a
regular appropriation is enacted.

(5) The rates required by this subsection
shall be applied pro rata to amounts and bal-
ances equal to less than $1,000,000.

(¢c) The filing with the Commission of a
registration statement, or of an amendment to
a registration statement, shall be deemed to
have taken place upon the receipt thereof, but
the filing of a registration statement shall not
be deemed to have taken place unless it is
accompanied by a United States postal money
order or a certified bank check or cash for the
amount of the fee required under subsection

(b).

(d) The information contained in or filed
with any registration statement shall be made
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available to the public under such regulations
as the Commission may prescribe, and copies
thereof, photostatic or otherwise, shall be fur-
nished to every applicant at such reasonable
charge as the Commission may prescribe.

Information Required in Registration
Statement

Sec. 7. (a) The registration statement,
when relating to a security other than a se-
curity issued by a foreign government, or po-
litical subdivision thereof, shall contain the
information, and be accompanied by the doc-
uments specified in Schedule A, and when re-
lating to a security issued by a foreign gov-
ernment, or political subdivision thereof, shall
contain the information, and be accompanied
by the documents, specified in Schedule B;
except that the Commission may by rules or
regulations provide that any such information
or document need not be included in respect
of any class of issuers or securities if it finds
that the requirement of such information or
document is inapplicable to such class and
that disclosure fully adequate for the protec-
tion of investors is otherwise required to be
included within the registration statement.
If any accountant, engineer, or appraiser, or
any person whose profession gives authority
to a statement made by him, is named as
having prepared or certified any part of the
registration statement, or is named as having
prepared or certified a report or valuation for
use in connection with the registration state-
ment, the written consent of such person
shall be filed with the registration statement.
If any such person is named as having pre-
pared or certified a report or valuation (other
than a public official document or statement)
which is used in connection with the registra-
tion statement, but is not named as having
prepared or certified such report or valuation
for use in connection with the registration
statement, the written consent of such person
shall be filed with the registration statement
unless the Commission dispenses with such
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filing as impracticable or as involving undue
hardship on the person filing the registration
statement. Any such registration statement
shall contain such other information, and be
accompanied by such other documents, as the
Commission may by rules or regulations re-
quire as being necessary or appropriate in
the public interest or for the protection of in-
vestors.

(b)(1) The Commission shall prescribe spe-
cial rules with respect to registration state-
ments filed by any issuer that is a blank check
company. Such rules may, as the Commission
determines necessary or appropriate in the
public interest or for the protection of inves-
tors—

(A) require such issuers to provide timely
disclosure, prior to or after such statement
becomes effective under section 8, of (i) infor-
mation regarding the company to be acquired
and the specific application of the proceeds of
the offering, or (ii) additional information nec-
essary to prevent such statement from being
misleading;

(B) place limitations on the use of such
proceeds and the distribution of securities by
such issuer until the disclosures required un-
der subparagraph (A) have been made; and

(C) provide a right of rescission to share-
holders of such securities.

(2) The Commission may, as it determines
consistent with the public interest and the
protection of investors, by rule or order ex-
empt any issuer or class of issuers from the
rules prescribed under paragraph (1).

(3) For purposes of paragraph (1) of this
subsection, the term ‘“blank check company”
means any development stage company that is
issuing a penny stock (within the meaning of
section 3(a)(51) of the Securities Exchange Act
of 1934) and that—

(A) has no specific business plan or pur-
pose; or
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(B) has indicated that its business plan is
to merge with an unidentified company or
companies.

Taking Effect of Registration
Statements and Amendments
Thereto

Sec. 8. (a) Except as hereinafter provid-
ed, the effective date of a registration state-
ment shall be the twentieth day after the filing
thereof or such earlier date as the Commission
may determine, having due regard to the ade-
quacy of the information respecting the issuer
theretofore available to the public, to the facil-
ity with which the nature of the securities to
be registered, their relationship to the capital
structure of the issuer and the rights of hold-
ers thereof can be understood, and to the
public interest and the protection of investors.
If any amendment to any such statement is
filed prior to the effective date of such state-
ment, the registration statement shall be
deemed to have been filed when such amend-
ment was filed; except that an amendment
filed with the consent of the Commission, prior
to the effective date of the registration state-
ment, or filed pursuant to an order of the
Commission, shall be treated as a part of the
registration statement.

(b) If it appears to the Commission that a
registration statement is on its face incomplete
or inaccurate in any material respect, the
Commission may, after notice by personal ser-
vice or the sending of confirmed telegraphic
notice not later than ten days after the filing
of the registration statement, and opportunity
for hearing (at a time fixed by the Commis-
sion) within ten days after such notice by
personal service or the sending of such tele-
graphic notice, issue an order prior to the
effective date of registration refusing to permit
such statement to become effective until it has
been amended in accordance with such order.
When such statement has been amended in
accordance with such order the Commission
shall so declare and the registration shall be-
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come effective at the time provided in subsec-
tion (a) or upon the date of such declaration,
whichever date is the later.

(c) An amendment filed after the effective
date of the registration statement, if such
amendment, upon its face, appears to the
Commission not to be incomplete or inaccurate
in any material respect, shall become effective
on such date as the Commission may deter-
mine, having due regard to the public interest
and the protection of investors.

(d) If it appears to the Commission at any
time that the registration statement includes
any untrue statement of a material fact or
omits to state any material fact required to be
stated therein or necessary to make the state-
ments therein not misleading, the Commission
may, after notice by personal service or the
sending of confirmed telegraphic notice, and
after opportunity for hearing (at a time fixed
by the Commission) within fifteen days after
such notice by personal service or the sending
of such telegraphic notice, issue a stop order
suspending the effectiveness of the registra-
tion statement. When such statement has
been amended in accordance with such stop
order the Commission shall so declare and
thereupon the stop order shall cease to be
effective.

(e) The Commission is hereby empowered
to make an examination in any case in order
to determine whether a stop order should is-
sue under subsection (d). In making such
examination the Commission or any officer or
officers designated by it shall have access to
and may demand the production of any books
and papers of, and may administer oaths and
affirmations to and examine, the issuer, un-
derwriter, or any other person, in respect of
any matter relevant to the examination, and
may, in its discretion, require the production
of a balance sheet exhibiting the assets and
liabilities of the issuer, or its income state-
ment, or both, to be certified to by a public or
certified accountant approved by the Commis-



