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1 section 1. section five hundred two point one hundred 
2 two (502.102), sUbsection two (2), Code 1979, is amended to 
3 read as follows: 
4 2. "Agent" means any individual other than a broker-dealer 
5 who represents a broker-dealer or issurer in effecting or 
6 attempting to effect purchases or sales of securities. "Agent" 
7 does not include an individual who represents an issuer in: 
8 a. Effecting transactions in a security exempted by section 
9 502.202, subsections 1, 2, 3, 4, 6, 10, 11, or a security 

10 issued by an industrial loan company licensed under chapter 
11 536A, Code 1977; 

12 b. Effecting transactions exempted by section 502.203; 
13 or 
14 c. Effecting transactions with existing employees, partners 
15 or directors of the issuer if no commission or other 
16 remuneration is paid or given directly or indirectly for 
17 soliciting any person in this state. "Agent" also does not 
18 include other individuals who are not within the intent of 
19 this SUbsection whom the administrator by rule or order 
20 designates. A partner, officer, or director of a broker-
21 dealer or issuer, or a person occupying a similar status or 
22 performing similar functions, is an agent only if such person 
23 otherwise comes within this definition. 
24 Sec. 2. Section five hundred two point one hundred two 
25 (502.102), subsection four (4), paragraphs a, band c, and 
26 paragraph d, subparagraph two (2), Code 1979, are amended 
27 to read as follows: 

28 a. An agent~l 
29 b. An issuer~l 
30 c. An institutional investor, including an insurance 
31 company or bank, except where the insurance company or bank 
32 is engaged in the business of selling interests (other than 
33 through a subsidiary) in a separate account that are 
34 securities~i. 
35 (2) During any period of twelve consecutive months does 
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1 not direct more than fifteen offers to sell or buy into this 
2 state in any manner to persons other than those specified 
3 in subparagraph (1) of this paragraph, whether or not the 
4 offeror or any of the offerees is then present in this state~L 
5 Sec. 3. Section five hundred two point one hundred two 
6 (502.102), subsection ten (10), paragraph f, subparagraph 
7 two (2), Code 1979, is amended to read as follows: 
8 (2) Any stock split~ other than a reverse stock sp1it~ 
9 or security dividend payable with respect to the securities 

10 of a corporation in the same or any other class of securities 
11 of such corporation, provided nothing of value, including 
12 the surrender of a right or an option to receive a cash or 
13 property dividend, is given by security holders for the 
14 security dividend. 

15 Sec. 4. Section five hundred two point one hundred two 
16 (502.102), Code 1979, is amended by adding the following new 
17 subsection: 
18 NEW SUBSECTION. "Interest at the legal rate" means the 
19 interest rate for judgments specified in section five hundred 
20 thirty-five point three (535.3) of the Code. 
21 Sec. 5. Section five hundred two point two hundred two 
22 (502.202), subsection twelve (12), paragraphs a and b, Code 
23 1979, are amended to read as follows: 
24 a. A co-operative association as defined in the 
25 Agricultural Marketing Act, or a federation of such co-
26 operative associations that possesses no greater powers or 
27 purposes than co-operative associations so defined, if such 
28 stock or similar security: 
29 (1) Qualifies its holder for membership in the co-operative 
30 association or federation, or in the case of patronage refund 
31 certificate, is issuable only to members; and 
32 (2) Is transferable only to the issuer or to a successor 
33 in interest of the transferor that qualifies for membership 
34 in the co-operative association or federation~; 
35 b. A co-operative housing corporation described ln 
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1 paragraph 1 of sUbsection "b" of section 216, of the Internal 
2 Revenue Code of 1954, if its activities are limited to the 
3 ownership, leasing, management, or construction of residential 
4 properties for its members, and activities incidental thereto~L 
5 or 
6 Sec. 6. 
7 (502.202), 

Section five hundred two point two hundred two 
Code 1979, is amended by adding the following new 

8 sUbsection: 
9 NEW SUBSECTION. Any security issued by a corporation 

10 formed under chapter four hundred ninety-six B (496B) of the 
11 Code. 
12 Sec. 7. Section five hundred two point two hundred three 
13 (502.203), subsection two (2), paragraphs a, band c, Code 
14 1979, are amended to read as follows: 
15 a. A recognized securities manual approved by the 
16 administrator contains the names of the issuer's officers 
17 and directors, a balance sheet of the issuer as of a date 
18 within eighteen months, and a profit and loss statement for 
19 either the fiscal year preceeding that date or the most recent 
20 year of operations~L 
21 b. The security was issued by an issuer which has a class 
22 of securities currently 
23 Exchange Act of 1934~L 

registered under the Securities 

24 c. The security was issued by an issuer which has a class 
25 of securities registered under this chapter, or under chapter 
26 502 of the Code as it existed prior to January 1, 1976~; or 
27 Sec. 8. Section five hundred two point two hundred three 
28 (502.203), subsection nine (9), paragraph a, unnumbered 
29 subparagraph one (1), Code 1979, is amended to read as follows: 
30 9. a. The sale, as part of a single issue, of securities 
31 other than fractional undivided interests in oil, gas or other 
32 mineral leases, rights or royalties, and interests in a limited 
33 or general partnership organized under the laws of or having 
34 its principal place of business in a foreign jurisdiction, 
35 except as may be permitted by the administration by rule or 
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1 by order, by the issuer thereof within any period of twelve 
2 consecutive months to not more than thirty-five purchasers 
3 in this state, exclusive of purchases by bona fide 
4 institutional investors for their own account for investment, 
5 provided that the issuer reasonably believes that all the 
6 buyers in this state are purchasing for investment, and that 
7 both of the following are complied with: 

8 Sec. 9. Section five hundred two point two hundred three 
9 (S02.203), subsection eleven (II), Code 1979, is amended by 

10 adding the following new paragraph: 
11 NEW PARAGRAPH. 
12 d. The sale, for cash, in connection with a stock dividend, 
13 of less than full shares of stock to avoid the issuance of 
14 fractional shares, by rounding up the stock dividend payable 
15 to any holder to the next higher full share. 
16 Sec. 10. Section five hundred two point two 
17 (502.203), subsection thirteen (13), paragraphs 
18 Code 1979, are amended to read as follows: 

hundred three 
a, band c, 

19 a. A party to such transaction files proxy or informa-
20 tional materials pursuant to subsection "a" of section 14, 
21 or subsection "c" of section 14 of the Securities Exchange 
22 Act of 1934, or pursuant to section 20 of the Investment 
23 Company Act of 1940, provided that such materials are, at 
24 least ten days prior to the meeting of security holders called 
25 for the purpose of approving such transactions~: 
26 (I) Filed with the administrator, and 
27 (2) Distributed to each of the security holders of each 
28 party to such transaction~L 
29 b. A party to such transaction is excused from registra-
30 tion under section 12 of the Securities Exchange Act of 1934 
31 pursuant to subparagraph (G) of paragraph 2 of subsection 
32 "g" of section 12 of that Act, and such party is required 
33 by the laws of its domiciliary state to file proxy materials 
34 with an agency of said state provided that such proxy materials 
35 are, at least ten days prior to the meeting of security holders 
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1 called for the purpose of approving such transaction~: 
2 (1 ) Filed with the administrator, and 
3 (2) Distributed to each of the security holders of each 
4 party to such transaction~L 
5 c. One party to a merger owns not less 
6 of the outstanding shares of each class of 
7 party to the merger~; or 

than ninety percent 
stock of each other 

8 Sec. 11. section five hundred two point two hundred seven 
9 (502.207), subsection two (2), paragraph p, Code 1979, is 

10 amended to read as follows: 
11 p. A balance sheet of the issuer as of a date within four 
12 months prior to the filing of the registration statement; 
13 a profit and loss statement and aRalys~s-8f-8HF~lHs statement 
14 of changes in financial position for each of the three fiscal 
15 years preceding the date of the balance sheet and for any 
16 period between the close of the last fiscal year and the date 
17 of the balance sheet, or for the period of the issuer's and 
18 any predecessor's existence if less than three years, and, 
19 if any part of the proceeds of the offering is to be applied 
20 to the purchase of any business, the same financial statements 
21 which would be required if that business were the registrant, 
22 or such other financial statements as may be required pur-
23 suant to section 502.607, subsection 3. 
24 Sec. 12. section five hundred two point two hundred eight 
25 (502.208), Code 1979, is amended by adding the following new 
26 subsection: 
27 NEW SUBSECTION. If a registrant sells securities in excess 
28 of the aggregate amount registered for sale in this state, 
29 the registrant may file an amendment to the registration 
30 statement to include the excess sales. Every person filing 
31 such an amendment shall pay a filing fee of three times the 
32 amount calculated in the manner specified in sUbsection two 
33 (2) of this section as though the additional securities sold 
34 constituted a separate issue. The administrator may order 
35 the amendment effective retroactively as of the effective 
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1 date of the registration statement being amended. 
2 Sec. 13. Section five hundred two point two hundred nine 
3 (502.209), sUbsection one (1), paragraphs a, b, c, d, e, f, 
4 g and h, Code 1979, are amended to read as follows: 
5 a. The registration statement as of its effective date 
6 or as of any earlier date in the case of an order denying 
7 
8 
9 

10 
11 

12 
13 

14 
15 
16 
17 
18 
19 
20 
21 
22 

effectiveness, or any amendment filed under either subsection 
9 or subsection 11 of section 502.208 as of its effective 
date, or any financial statement or report required under 
section 502.208, sUbsection 9 is incomplete in any material 
respect or contains any statement which was, in the light 
of the circumstances under which it was made, false or 
misleading with respect to any material fact~l 

b. Any provision of this chapter or any rule, order or 
condition lawfully imposed under this chapter has been 
willfully violated, in connection with the offering, by: 

(1) The person filing the registration statement; 
(2) The issuer; 
(3) Any partner, officer or director of the issuer, or 

any person occupying a similar status or performing similar 
functions; 

(4) Any affiliate of the issuer, but only if the person 
23 filing the registration statement is an affiliate of the is-
24 suer; or 
25 (5) Any broker-dealer~L 
26 c. The securities registered or sought to be registered 
27 are the subject of an administrative stop order or similar 
28 order or a permanent or temporary injunction of.any court 
29 of competent jurisdiction entered under any other federal 
30 or state Act applicable to the offering; but the administrator 
31 may not institute a proceeding against an effective registra-
32 tion statement under this section more than one year from 
33 the date of the order or injunction relied on, and the 
34 administrator may not enter an order under this section on 
35 the basis of an order or injunction entered under any other 
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1 state Act unless that order or injunction was based on facts 
2 which would currently constitute a ground for a step order 
3 under this section~L 
4 d. The issuer's enterprise or method of business includes 
5 or would include activities which are illegal where performed~L 
6 e. The issuance or sale of the securities is or would 
7 be unfair or inequitable to purchasers or has worked or tended 
8 to work a fraud upon purchasers or would so operate~L 
9 f. The offering has been or would be made with unreason-

10 able amounts of underwriters' and sellers' discounts, com-
11 missions, or other compensation, or promoters' profits or 

13 
12 participation, or unreasonable amounts or kinds of options~L 

g. Advertising has been used in connection with the of-
14 fering contrary to the provisions of section 502.602~L 
15 h. The financial condition of the issuer affects or would 
16 affect the soundness of the securities~; or 
17 Sec. 14. Section five hundred two point four hundred three 
18 (502.403), subsection one (1), paragraph b, and subsection 
19 two (2), Code 1979, are amended to read as follows: 
20 b. To enter any order or orders for the purchase (or sale) 
21 of the security with the knowledge that an order or orders 
22 of substantially the same size, at substantially the same 
23 time, and at substantially the same price for the sale (or 
24 purchase) of the security have been or will be entered by 
25 or for the same or affiliated persons~L 
26 2. To effect, alone or with one or more other persons, 
27 a series of "transactions in any security creating actual or 
28 apparent active trading in the security or raising or de-
29 pressing the price of the security for the purpose of induc-
30 ing the purchase or sale of the security by others~; or 
31 Sec. 15. Section five hundred two point five hundred two 
32 (502.502), Code 1979, is amended to read as follows: 
33 502.502 FRAUDULENT PRACTICES. 

34 1. Any person, other than an underwriter, who offers or 
35 sells a security In connection with an offering of securi-
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1 ties (i) registered under section five hundred two point two 
2 hundred seven (502.207) of the Code or under the Securities 
3 Act of 1933, or (ii) pursuant to an exemption from registra-
4 tion under section 3(b) of the Securities Act of 1933, in 
5 violation of section five hundred two point four hundred one 
6 (502.401) of the Code, the purchaser not knowing of the 
7 violation, shall be liable to the purchaser, who may sue 
8 either at law or in eguity to recover the consideration paid 
9 for the security, together with interest at the legal rate 

10 from the date of payment, costs and reasonable attorneys' 
11 fees, less the amount of any income or distributions, In cash 
12 or in kind, received on the security, upon the tender of the 
13 security, or for damages if the purchaser no longer owns the 
14 security. Damages shall be the amount that would be recover-
15 able upon a tender less: 
16 a. The value of the security when the purchaser disposed 
17 of it; and 
18 b. Interest on said value at the legal rate from the date 
19 of disposition. 
20 The persons on whose behalf an offering is made shall be 
21 jointly and severally liable under this subsection. Tender 
22 requires only notice of willingness to exchange the security 
23 for the amount specified. Any notice may be given by servlce 
24 as in civil actions or by certified mail addressed to the 
25 last known address of the person liable. 
26 i 2. Any ~erseR underwriter and any person, other than 
27 a person on whose behalf an offering described in subsection 
28 one (1) of this section is made, who offers or sells a security 
29 in violation of seet~eRS section 502.401 er-5e2~4e4, the pur-
30 chaser not knowing of the violation, and who fails to sustain 
31 the burden of proof that he, she or it did not know and in 
32 the exercise of reasonable care could not have known of the 
33 violation, shall be liable to the purchaser, who may sue 
34 either at law or in equity to recover the consideration paid 
35 for the security, together with interest at the legal rate 
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1 from the date of payment, costs and reasonable attorneys' 
2 fees, less the amount of any income or distributions, in cash 
3 or in kind, received on the security, upon the tender of the 
4 security, or for damages if the purchaser no longer owns the 
5 security. Damages shall be the amount that would be 
6 recoverable upon a tender less: 
7 a. The value of the security when the purchaser disposed 
8 of 
9 

10 of 
11 

itL and 
b. Interest on said value at the legal rate from the date 
disposition. 
PARAGRAPH DIVIDED. Any person liable under this subsection 

12 on whose behalf an offering is made and any underwriter of 
13 the offering, whether on a best efforts or a firm commitment 
14 basis, shall be jointly and severally liable under this see-
15 ~~eH subsection, but in no event shall any underwriter be 
16 liable in any suit or suits authorized under this see~±eR 
17 SUbsection for damages in excess of the total price at which 
18 the securities underwritten by it and distributed to the 
19 public were offered to the public. Tender requires only no-
20 tice of willingness to exchange the security for the amount 
21 specified. Any notice may be given by service as in civil 
22 actions or by certified mail addressed to the last known 
23 address of the person liable. 
24 ~ 3. Any person who offers to purchase or purchases a 
25 security in violation of Bee~±eHs section 502.401 eF-§9~~494, 
26 the seller not knowing of the violation, and who fails to 
27 sustain the burden of proof that he, she or it did not know 
28 and in the exercise of reasonable care could not have known 
29 of the violation, shall be liable to the seller, who may sue 
30 either at law or in equity to recover the security, costs, 
31 and reasonable attorney's fees, plus any income or distribu-
32 tions, in cash or in kind, received by the purchaser thereon, 
33 upon tender of the consideration received, or for damages 
34 if the purchaser no longer owns the security. Damages shall 
35 be the excess of the value of the security when the purchaser 
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1 disposed of it, plus interest at the legal rate from the date 
2 of disposition, over the consideration paid for the security. 
3 Tender requires only notice of willingness to pay the amount 
4 specified in exchange for the security. Any notice may be 
5 given by service as in civil actions or by certified mail 
6 to the last known address of the person liable. 
7 3 4. Any person who willfully and knowingly participates 
8 ~n any act or transaction in violation of sections 502.403, 
9 five hundred two point four hundred four (502.404) of the 

10 Code, 502.405 or 502.407 shall be liable to any other person 
11 who purchases or sells any security (but not a mere holder 
12 thereof) at a price which was affected by the act or 
13 transaction for the damages sustained as a result of such 
14 act or transaction. 
15 between the price at 

Damages shall not exceed the difference 
which the other person purchased or sold 

16 securities and the market value which the securities would 
17 have had at the time of such purchase or sale in the absence 
18 of the act or transaction, plus interest at the legal rate, 
19 costs and reasonable attorneys' fees. 
20 4 5. Any person, referred to in this subsection as the 
21 "defendant", who violates section 502.402 shall be deemed 
22 to be unjustly enriched and liable to any person, referred 
23 to in this subsection as the "plaintiff", who purchased or 
24 may have purchased a security from, or sold or may have sold 
25 a security to, the defendant in connection with such violation, 
26 for damages equal to the difference between the price at which 
27 such security was purchased or sold and the market value which 
28 such security would have had at the time of the purchase or 
29 sale if the information known to the defendant had been 
30 publicly disseminated prior to that time and a reasonable 
31 time had elapsed for the market to absorb the information, 
32 plus interest at the legal rate, costs and reasonable at-
33 torneys' fees, unless the defendant proves that the plaintiff 
34 knew the information or that the plaintiff would have purchased 
35 or sold at the same price even if the information had been 
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1 revealed to the plaintiff. 
2 5 6. Any person who is aggrieved by a violation of sec-
3 tion 502.407 may bring an action in the district court to 
4 enjoin the acts complained of and, upon proper showing, to 
5 require that correcting material be disseminated, and such 
6 person may be awarded costs and reasonable attorney's fees. 
7 Sec. 16. Section five hundred two point five hundred three 
8 (502.503), subsection one (1), Code 1979, is amended to read 
9 as follows: 

10 1. Affiliates of a person liable under either section 
11 502.501 or 502.502, partners, principal executive officers 
12 or directors of such person, persons occupying a similar 
13 status or performing similar functions for such person, em-
14 ~~eyeee-ef-eHefi-~e~eeH persons (whether employees of such 
15 person or otherwise) who materially aid and abet in the act 
16 or transaction constituting the violation, and broker-dealers 
17 or agents who materially aid and abet in the act or transac-
18 tion constituting the violation, are also liable jointly and 
19 severally with and to the same extent as such person, unless 
20 aRy-~e~eeR-~~aB±e-ReFeHHeeF-~FeveB-~a~-fie7-efie-ef-~~-e~e 

21 Re~-kHew7-aR8-~R-~Re-eHefe~ee-ef-feaBeRaB~e-eafe-eeH±8-He~ 

22 ftaVe-kRewH7-ef-~fte-eH~e~eRee-ef-~e-fae~B-By-£eaBeH-ef-wR~ek 

23 ~e-±~aB~1~~y-~e-a±±e~e8-~e-eH~B~~~ 

24 

25 

a. With respect to section five hundred two point five 
hundred one (502.501) of the Code and section five hundred 

26 two point five hundred two (502.502), subsections one (1) 
27 and five (5) of the Code, any person liable hereunder proves 
28 that he, she or it did not know, and in the exercise of 
29 reasonable care could not have known, of the existence of 
30 the facts by reason of which the liability is alleged to 
31 exist; and 
32 b. with respect to section five hundred two point five 
33 hundred two (502.502), subsections two (2) and three (3) of 
34 the Code, any person liable hereunder proves that he, she 
35 or it did not know, and was not grossly negligent in failing 

-11-



4 2 S . F . ~'" J H. F . 

1 to know, of the existence of the facts by reason of which 
2 the liability is alleged to exist. 
3 Sec. 17. Section five hundred two point six hundred four 
4 (502.604), subsection one (I), Code 1979, is amended to read 
5 as follows: 

6 1. Issue an order directed at any such person requlrlng 
7 such person to cease and desist from engaging in such act 
8 or practice~; or 
9 Sec. 18. Section four hundred ninety-six B point eighteen 

10 {496B.18}, Code 1979, is repealed. Chapter five hundred one 
11 (501), Code 1979, is repealed. 
12 EXPLANATION 
13 This bill amends portions of Iowa law which regulate 
14 transactions involving stocks, bonds and other securities. 
15 Sections 1 through 17 contain various amendments to chapter 
16 502 of the Code. Section 18 repeals certain other parts of 
17 the Code relating to securities. 
18 The effects of the various provisions of the bill are as 
19 follows: 
20 section 1 authorizes the superintendent of securities by 
21 rule or order to exempt from the definition of "agent", and 
22 thus the agent licensing requirements, persons who other-
23 wise might literally be included, where the superintendent 
24 determines that the purposes of the law can be accomplished 
25 without requiring the licensing of particular persons as 
26 agents. 
27 section 2 and sections 5, 7, 10, 13, 14 and 17, each make 
28 changes in punctuation 
29 502 to clarify intent. 
30 punctuation is added or 

used in various sections of chapter 
In the various sections involved, 
changed so that interpretation of 

31 Iowa law remains consistent with interpretations of the uniform 
32 securities law from which Iowa law is derived. 
33 Section 3 adds commas so that the phrase "other than a 
34 reverse stock split" is not interpreted within the context 
35 of the paragraph to create a broader exception than is 
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1 intended. 
2 section 4 adds a new definition to the chapter so that 
3 the term "interest at the legal rate", as used in the chapter, 
4 means the rate of interest on judgments set forth ~n Code 
5 section 535.3. 
6 section 6 provides an exemption from registration under 
7 the Act for securities issued by economic development corpora-
8 tions organized under chapter 496B of the Code. section 18 
9 repeals Code section 496B.l8, which makes the Act inapplicable 

10 to corporations subject to chapter 496B of the Code. The 
11 effect of these amendments is to continue the exemption 
12 registration of securities of such corporations, but to 
13 the securities to the anti-fraud provisions of the Act. 

from 
subject 

14 Section 8 relates to the exemption from registration of 
15 securities sold to a limited number of persons for investment 
16 purposes. Under present law, certain issuers are unable to 
17 utilize the limited offering exemption from registration 
18 provided by sUbsection 12 of section 502.203. The amendment 
19 grants the superintendent of securities authority to permit 
20 exceptions to that prohibition by rule or order. 
21 section 9 adds new language to provide that the issuance 
22 of fractional shares in certain limited cases would be exempt 
23 from registration under the chapter. 
24 Section 11 modifies the requirements for documents which 
25 must be filed with a registration statement filed under section 
26 502.207. This amendment reflects a change which has been 
27 made in financial statements required under generally accepted 
28 accounting principles. 
29 Section 12 relates to sales of securities which have been 
30 registered. The superintendent of securities indicates that 
31 occasionally securities are inadvertently offered in this 
32 state in excess of the quantity registered. This amendment 
33 codifies administrative practice by allowing the registration 
34 statement to be amended retroactively. 
35 Sections 15 and 16 amend Code section 502.502. The 
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superintendent of securities indicates that the intent is 
to more closely harmonize the civil liability provisions of 
the Act with essentially equivalent civil liability provisions 
of the federal securities laws, as interpreted by recent 
decisions of the United states Supreme Court. 

Section 18 repeals Code section 496B.18, as described above 
with respect to section 6 of the bill. Section 18 also repeals 
chapter 501 of the Code. According to the superintendent 
of securities, chapter 501, relating to the sale of stock 
on the installment plan, was enacted in 1904, long before 
the advent of any federal or state securities regulations. 
It was apparently intended to regulate the issuers of face 
amount certificates, but the chapter has been used 
infrequently. With comprehensive state and federal schemes 
for the regulation of securities, chapter 501 is believed 
by the superintendent to be obsolete. 

The bill would take effect July first following its 
enactment. 
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c 1::1 fect i ng t.1'i.HI:Hlct10tl!) .... i t.h ex i sting employces. p.:!ol tn~t·" 

or <Ii ),(~C~.Ol':; of thr: issucr if no COtntn1,.,~,l(H1 or other 

remullec·<!tio:1 l:i pend ot' C)lven dit'~!ctly or indir~ct:ly f01 

Sollc1ting any lwn:on in thi!'. ~,te.te. "A9(:t!.t~' .lll~o 49.e:::: not. 

i,nd_1.!(Jc.ot;.her _It)o;.l)vid~I.~~':~ .... ho ~~~ 11'='.1: ·"·.l~bin tt~i.!!..t_f::!!~ .cl. 
!.!!j:i s~~st"!ct.LOn · .. ·hc~ .~,ht'! adrninistratot~£L!.'.1I1e ot·_ ?~'<;1.~.z.: 

9c~..!..9~.t..~'!;. A p,lttnet'. oft'lcel'. 01' din'ctor of a br()ker-

o.:!alel' Ot u>:suet·, or a pt"!rson occupyIng il S.lI\al,H !;t.at.Il~; 01 

p(.'ltorming 61rrll~'· lun<;tions. 1:.> all ,)<jcn·. (lilly if such pel!~oo 

ot.hcn-.'l:';(: ce:net. wlth.11l chis d(~fi.nit~on. 

Sec. 2 5cctl;.)n f~ve hundl'f!C two PO.lllt <.ne hUlldl'(~o t. ... o 

('.)f1?102). ~;ub~·;(~ct1(}n fo·,lI (<I). p,-..r,tgr,)phs il, b dnd C, ,)1)("1 

par"9!,-"r-t, d, suhp':J.·dqt'apn t,\.'(, (2), C0dt! 14'.''1, .'ire am~~nJe'...! 

to :~ad au lol1o~s: 

,) ;,n il9(-;)I ... ; 

e fI 

Sen;\tx !'lIe -to,), P . .2 

b. An lS!;U(:rT:. 

C. An lnstitutional .lI1'/es~or, ll\cludtng ,)11 lllSU1"anCe 

com~;lny or h.WK, exc(!pt where t.he' j,nSUt'dnce company or bank 

is en9aged in the bur.ilnc:H, of tH.·lllnq int.eu,:sl.b (oth~r t.hilll 

thnlUgh ,) suhsidlcHY) 11l a SepiU,\tc account. th.lt .:.re 

aE:CUt'ltles';"; 

(2) DUring ;my pet"lad of twel\'t"~ conS0cutlve ;lIonths does 

IWt, di n~ct rnol'E~ t.han fi {'teen offers to spll 01' buy into thl~ 

atate 111 ,my Tndflltct to pcn;ons oLhcl' lheU' thor,~ ~.peci fied 

in subparagraph (1) of t.hir. paraqraph, \· .. hCU)(.'l 01 not the 

offeror 01" any of the oi't'e.!<:es 15 t.hen p.l."es~nt ~n thi~ st.at.e.,.; 

Scc :l. Sect10n 1'iVt~ hundn.!d two p01nt one hund~:ed t.wo 

(~)07.10»), ~:ub;,,~~tion tt'!n (10), par·;"Jgrc"lph f, S\1l>pa1'<\grdPh 

two (2), Code 1979. 10 d~elid~d to read d~ 1oLlo~s: 

(2) Any I>toc\t !~Vl.i.t, othel th'lIl <I revel·~e stock split..:.. 

01 S ..... C\l1'lty div1d("nd pi.\Yi\t~le Hit.1t n;sp(.~ct to tht~ '!>ecuriti~" 

of ,) corpordt.)On l.n t.lw s,.m(>: Ol· ,)flY othel cl,u;s of secut'lt.ieG 

.)f !.>uch cot'pordtlon, provided nothing o( vallie, illcllHiing 

Ute sU!"I'(;nd(~r of il I'iqht. 01 im opt-loon to t·ecelve d cdr.h Ot· 

pH.pet':,y 1ivi<iEmd, 1,; <lIven by sec1u·ity holdt~rs for· t.he 

:iCCUl'l ty dlvidcnd. 

Sec. 4. Sect.ion fi'J(; hundred tl.·O floint one hundr'cd L',,'O 

(502.102). Cede 1979, 1ti '1I1\1~lIdt~d by "ddlOq the follo .... inq lie',,' 

,subst!ctioo: 

Nr:t,.,· SUBSr:CT I ON 'Int.~re:1t cl.t. t.he h,g"l I'ilt.e" meiUlS th(.· 

~"t~t'(:!:,\, t'elte fOl l·.JdgllleHts specli'led 10 !;"ctlon (lVf:! bundn:<.! 

thin:,::·-(ivp. FOlnt t.hree (~)15.3) of thc Codc. 

Sec ~>. ~ect)on ~lVt'! hunon,d ",".-10 p01nt. two hUlld::~d ~.wo 

(~i07 202), t:1\t'!:j,o:.:C~.lon t.w(.-I'.'I..' (17), p<H'agl'.:J.ph~; ~l dlV:i b. Co:k 

19'.'9, ,,1'(: ;.tr(:n~;~n t,0 re,)':! a,:; 1'ol1.o·"·s: 

..t. ;\ co-oj)er.Jtl')e ,u;!:;,OCtat.ion el:~ deflOlt!d 1n UH'; 

Aq:·ic\.ltul"al r,;,-..d:"!tl:1l) Act: 01' ,) f!:dp.r·;t' .. ion ::f sw:t) c()­

()P(:l<1, .• ve <S"S.,)Cli" l:)H~~ th<lt Fos:->t~sSI..'1', O(l 91'ea,=~r pO ... ·E:rs: 0: 

pl.:·t:'O$ef'. th.):1 C0-:)~(::'i~l.l\.'e CI<">!~0cldtl.)n!:. :~() dC'i";nl?:n. if !.~IICtl 

~toc~ ~t SI~IJdl ~~(:url~Y 

!II 
:n 

! 



$cc)ate Fll~ 463, r. 3 

(:) QUdi.ifie::; ll.!; he,ld('~l' 1'01 mcmbcn;tllp in the~ co-opel'ittl'.'(~ 

dl'SOCl,ltlon or :eoi(:l:atiol), or jn t.he Cilse of paU'on'HJc refulld 

certif1c,ltc, is 1l'-~u,lhle only to) 1II\.'lnber,;; lind 

(2 ) Is t.t'anG1~l'clble Oldy t.o the- l::;$I\el' ot' :0 <~ SUCCCf..!;,n 

1n intel:N;T:. of the tr,)n,;ierol' t.h,lt. qu,"d liles for Hle\lll>eJ':~lllP 

In the cO-OpeI.ltlvC! ,1:Hwciat~')n 01 f(!del',ltiOf\?; 

h, A co-opel'at.:::vt~ hou:~i.nq corpot'<t.tiol) desc1'ibcd If) 

P"H~91·.lptl 1 of f.\lb~;c:ction "h" of t->(~cl.lOn 21(,. of the Int.enlill 

RC'J(mue CodC! of 1<J~1, if its dcllv~LleG ,U'~ IHf.1ted to th(: 

0wrwJ'ship, ~ed::;lnq, Inanagenel\t., 01' CO;1strllct.ion of I:esldent~<l! 

propel·tl~!; fl)l it.s mNllber::;, (lod Clctiv1tles inclCh!ntCl~ tlwn:t.o7; 

Ol 

St!C 6. Sectlon ':'lV~.' )nm::'rf':d t .... o point t. .... o hundred t .... o 

(~>lI;>.;>();», ('ode i9':9, i" 'l'llended toy ddr.ilnq the lo110·.,'ln9 ne'~' 

sub,:~(":t, ... on· 

NI:: .... ' Sl.l~St;CI 1 <.m !\IIY l-ieclll'i I y issued hy ,) C0rpOl'ld',IOn 

f(lrmcd 11:~cr r:hAptQl' (')\It' tundt'ed n1netY-BlX B (1963) of ~he 

Cude 

:;ec ;-;eeL\)); five hlllv:h:~d t .... o s;-·oint t .... o hU~ldt'ed UI1':t\ 

:)0).)03), ~Ub!;O:CT..,lon t·,oo (~), :-O'lrdgl'<lph:.; ct, h ,md c, (;()dt! 

19'19, "HE: aJII(.'ndec 1'\) H'ad ".f; fo\l("; ... ·~;: 

a !\ rC!c0qi\iz~oj :~t'CU1!tle" r;~,!I,~<d '-'VP)'(;n:d by t)w 

adm:n)~·:t!dt()..L' con~.i,~:1~ t.hl:! I~'~I',~!; of tb~ l~;~·;l.el··~; ('.fficer'; 

;.lId d.1:t:<:I·,('I'!;, '1 .:..,~~,",r.Ct! ~:H!el. of the is~n.t~I' ,H; ()t 'I d"I,\' 

.... itl·.I" ~~<Jhtt!(''', m<)nt.iI!;, dr:d 3 p(nt'lt d~td lo:.;!; t':'d:en~)":L l'\)! 

elt.Lt.'l I.he fi::;I;:d ye::l1 :;I'(~';(~':II~<1 th·lt. ~,lt, 01 '::1(: 'n(!!;1 ~''':('t'I'' 

'i1~"1 of oper.I~.I<>~l~' ... 

1>. Th: s~(":\,r.1ty .... ;~:~ Il',~~\)(~.': hr all i~H,ll('l '.'hie" 0,1:'; " cl,I:':~; 

of ~>~C\l1 ,tl'.::!.' curl'(~rl:'.li' !·'~'Jl<..>tcleo.:i und(.'1 tl".e ~eCJrltl';S 

Exchdnco: Ac~. 01 lS34 .. 

c. Tr:~ a'!CUI'it.y ' ... ~~ ::~sc~'J h:,: Itl l":~uel l-:tl1e:1 'la,; <I cld:";:.' 

'!: :~t:"(;U~l~.)(~f. It·ql.;t.CI.'Ed .... nd<..:l tlUi; (;~I"It:'ter C·l lI:dl:: "h,lpl"~1 

~)() of :'he Co<i(~ \:.' 1t ~!Y_:~1.ed .;;II(); ·.0 :.t:H ,ny 1. 19JG~' ('.1 

;':I-!(' S. ;,<"!ctl())1 II\'~ :J\ltldn~d t.' ... ,) (.,.no',. ~·.""0 hUIl<1I't'd tb;(·~~ 

t'.,;:;:'.;>r..:}). ·;ub';""ct_I)\. 1:11,\' ~')), r>i,I'il"I',)pb 1l;IIlUlII':"t~=-~/':' 

C;,jl~P<t,",1q1"pl; '":I;H: (.J, ::<'.:e 1 '.I'!', )!; dll1t:""?ld<..:d t~ r",'.d ,u, f;)iL-, .... ~j 

-

Sellilt.e F11~ 4fd, P. ,~ 

9. a The ,';ale, <\!; p~nt 01 il f>lnq\f! H;!'>\II:. ot !;~Cl\t')tl':f, 

ot:lt~r t.h"n frilctionid U:1dlV~d~d :nt.t"!I"(~:·;t,:~ ic 0: 1. q,u', I)t' 01 :H:" 
Inlnerld l(·tI:;~!;, rights 01 I'oy;dlie!.;, and 1nt.en.:Gt.s H1 d lli"lted 

or gt!'H~l.:!~ P''''l"t))~n:;hlp ('t'Cj<'HHz.ed ~lnd(~r the Llw!; ot Ol h.'1·.'lcq 

its p1'lncip,)\ pl;.Ct! of busil\p$s :':n ,I fon':.1qn )\Irl~>dlct'i()n, 

~.lic~»t <1!". ~,ly b(.' f'.t!rinitt.ed .. !:.l'.the <ldm~..!l.l:.':i.~!·.<!.!i..:~!l E'i ... t.ulc 01 

!ll'_~)l'del', bi' the 1~.!;1\el thcn:ol ... ·l.tJun (1));': t)t"!rlod c!,' twelve­

c0n!;f':cutive m;;.ntha tt) net mo1'(: chan lhit'ty-1ivt"! pcn:hitSe1'S 

11l t.hlti stat'.::, t!"xcluf..i.ve ot i-iulcha::;es by bon,) flde 

In:":;tit'1I1,IO)),~\ inv~~st.l)l'S for' their own ,ICcount tor in'/e,;t.m~~nt.. 

~10vldcJ thCJ-_ t.he l!;t;Uo:l It:d~.lO))ab~~i b(~l ip.vp.,: th"l. ,\11 tJ:e 

huy(~r!'> 1;) t.hi.!'; st,lt(! are p\lrchi.l~ing f01 1 IIV(:t,'u'nent , t1fvi tb.;t 

(,otll of ~,ht: 1'ollo ... ·inq ,He cornpl)~d with: 

Sec. 'l. Sectam 1'lve hUCll.h cd t ... ·o t.o'Hn":, t, .... o hundred tlu'ce 

(:,02 !(),1), suh;;ect1;;':1 ch'v(!:1 (11). Code 19'79, if; il;n~Ld~~d hy 

<Hiding the· f::>1 :.o-.:ing 11\'W P,ll'i,ql',)ph: 

}: i::W I.' ,t,R/\GH.A PH . 

c. rh" :;,)\(':. j'(ll' cast: In CC)mH!<:t..LOr: .HlIl a t;te,c{ ::'iv)del:d, 

of l'.:::;!) th,lII 1\\11 !;hal'es e,:! l,tcck t,o ,lvoi:i I,he i,~S:HIf)Cl\ 01 

~:'ct~:t.i()n.l\ :;h,ll'\~~, hy J'OUJldl:H,l up tl,e !>u.:ck d.1Vlde-nc p.1}',)bl\~ 

to dlly hoi.d(,·l to the :1e.Xt highet· 1l,11 !;h,Ht"! 

s~\" In !;ccl',ioa five hllndl'\:.''i t:.W pOlnt t' .... (.. hl:ndt:r.-d UU·(,:(· 

(~;02.2()3), !;',lb.;~'~'::,lon thil"t~erl (13), p,H')(Jr,lp:l!; '1, h .ud c, 

(;:)d(' 1('-,'<). ilr'e ilm,~nded to :e,I(\ a~~ fo:;10',J~' 

,'1. A p;Jl'T..,y te, tiu(;j~ tr:an:..acl.~e'n 1)1p.,·; ~~rcx}' \1I l:)fc)::lIa-

·,.lvn,:~ .1Ii..lte1·utl~·~ p·.JI":-nI~ll:t. ·wO sulx>t:( tH.;n ":i" ,)1" !;f"!o:""t.i0n 1·1, 

01' ';ub,:,~(":t.~on "c" of ~;(:::~io:1 !.4 e,! the s(~<;'.lI·it"iC!s !';X;':lilllgt: 

l,I;t 0: l'lH, Ol' ~)Ul"~\I,l:'t to !.~~\·I.I()I: ;;:1 :)f U:e III'~'(:f>':'llo:nt 

·:(,m;>.:Hl'i Act ,--'1 1~<)·). P;()'.'I:i.'d tbat. '~\h":1 II\dtt'r:~,,~c! .. ,;t:. ,,~ 

~\';",st :'\'1 ::,,:',: t);')CI t.o t:l,:" IIIt'(:ll"l,-! (,f ~~::,II'll'y h.;...ld~l~ c~~ll~d 

tCl th'_' puq).):>~, '.i! ct~pl'ovlng :,\Icl~ I,I'anS.lCtl,):'to..,.: 

(Ij !'11t"!d .... 'il'.1 tht~ M:mlnl!,t1d-_')l" ;II,d 

(2j l)~:.'~,I,),b~tc,: li) (:dch ,:: U,:" ::,,:nI11t'! h,)ldE:n"; of l)dl;1'. 

I':ll't.:: I',C :;U(':l t:',1:l~,\(:t,0n~ 

t,. l·. 1 .. ..:.~L'ti' '.:' ~'1;";1 ' .. I"l:ll':,,"l'.l))) )'; ~'X',:,j';I.'....! 1"1";\11 l~;,):":I',:',,-

t.·.(.n .I()'!('~' ~;(:'":'t.");1 12 :)t t.:w ;>e(CI'lt~.~!: t:>;':l,I:1.;I: Act ')f ) ! ,1 

-
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VlHsuent. tJ) ~H,{;p<H'il9rdph (G) ()t' F;II'''(;~''?'l ~ vi S\ll>:~,,-·t:tlon 

"g" of '.;cctlVf) 12 of th,lt. Ac:', "cd $uch pal'l.y u; r.~qtl~l'ed 

by the li\' .... ~ of its dOrr,.lClli.,llY ~:;t.;,t.(~ to Ille P!()Xl n<lU·t'l<tl:~ 

\.'lln an (t(J~ncy of said sti.l1,(,! pf'o'Jidc:,j thilt. sud' :~ro;.:j' n:tt:t~rl'\~ 

(1)'(:, at !<.·dsl len days prlOt· to t.he mt!ettnq of S~~CUI·lty hold~~·s 

cal ~ed for the! p~,l·pOse of approvinq such t.J .:lIt:~a("t.ioo ... : 

(1) }-·ilcd wlth t.h~ ~dmlni"Gtl·"tOt", and 

(2) Di:.;tribut.ed \:.0 e<lch of t.hp. Sf~CUt·iLY holden; of cilch 

pat·ty to ~.uch tri"tm"lct.ion ... .i.... 

c. allC P,Hty to Ct merget" O ..... O!; r;ot let;!; thao ninety pel·cent. 

of lohe outr.t,lnd.ing ShiH·C6 of e<\ch clans of stcck ot ~ach ot.hel 

party to the merger ... ..i.........2.! 

Sec. 11. Section five hundl"t~d two point t ... ·o hundl"'..!d ::;even 

(502.20·/), subscctlOO t""o (2L pal: .. qr,lph p. Cod~ 1979, IS 

;l.n'(~nded to read (IS follo .... (.;: 

p i\ balance she!et of the is:~ucr as of il, di\t.t~ wichin tour 

mont.h" prior to the t"lling ot· the u'!gisu·,)t..lon stat.eu·.ent; 

a prufi t and lo!;!'; stat.cmeut. and ~:U'laly~i:!!I-8f-!n:u.,.~ltul st_atement 

2..~ .... (:!IlUlgo;.!;>.jn financii\l podtion (01· each of th" threc fi:.3cal 

ye.H!; preccding t.he d~te of the b,llanct! t>heet ,lni'i fOl· any 

period between the closE.' ot the 1~5t fiscal yedJ: dnd the ddtc 

of UtC balance sheet, or for t.he pellod of t.t",P. iSSUCl·'S and 

(lny Pt·~d(!Ce6s.o1·'a eXlstence if less than tllree yearz. and, 

If ilny V,u:t 01 the proceed!> of the offering is to he i.\pplied 

LO the pUl"C:hase of any bUSlneS$, the same fln,lncial stat.ements 

.... hich .... ould be l·cquired if that bu::;iness w(~rc tht! l·egistl·'Ult, 

or such other financial 5t,lt.el'"lentl> us may be t·equil·ed pur­

su<.tnt to section 502.607, 6ubaection 3. 

Sec. 12. Section five hund,·ed t .... o point two hundl·cd eight 

(S02.20S). Codc 1979, 1S amended by 'ldding the follo .... ing new 

subr;ect.ion: 

ND! .. S~~SE:;r;~~Q~, It a registr·ant ~eI16 s~("udties in exces:.; 

of thc <.l'Jgreqatc amount regist.ered for sale in this state, 

the regl!:>trimt may fi le an amendment to t.he r~glgtl·ation 

bt3t.t"<llIent to include the eXCCS(6 sales. F.ver·y person f"lllnq 

such an <"I"lend/r.ent $1,,"111 pay'l fili1l9 fec of three t.il'.'f":!; the 

-
:;('Ililtt.' rllr; '1t:3 .• '. 

(trn:::~u,t. C;\;clI:,:{,'d in tt.(! rh:~l\nr.r F;J(:o;;,l 1 1('(: .:) S;Jt)S(~c-:-,i:)JI "dC) 

(/} 01 ".:tllti ,;e;~:',lO:1 (if: th(Ah,ltl th~ ,vltiil 10:1,11 S:'~;;\I1'~tl~G (.'old 

cor.tit.it.uu~d .1 ~;r.p,H,,,,tt: i~"Il(,:. '!"tw ",o.itn)))lSt.I';!t.Ot' may Olr1t~l 

t.he iUFCIV.bieat ~1,J.ectjve rl~t,loactl'Jcll <\:; (If t.he e1:.'ect,lvC 

ditt:e of UH! 1'(.'gl:.;tJ.'utlon "t,ltemt!nt 1~eing d:IIE.'nd~d. 

Sec 1 J . ~~~ction five h\lnd~·p.d t· ... ·o pOlnt t.· ... ·o hundr~~d f"I)ne 

(~>02 209), :';U~:icctlon 00'" (I). palaq)",lptn.; ,~, b, c, .1, e, f. 

9 -3nd h. ('ode 19·/9, ,-,(e ",mendc.d to read as 1"<01 io ..... s 

,L Tht: r~qi!".t.l·,\t.i()11 ttatement ,15 ot it." ('ff(~ctiv\! dat.e 

0r· ;.is of dny t!<H·ller riat.c in Lhc car..e of ,In ot"der d~nying 

e1f~ctivene~:~, OJ: any am~nrltn~nt. filed Undl'l (!It.hel· :iub~ect.ion 

'j or SUbGectlon 11 of sccLlon 502.20H ,Hi of it~ effect.iv(: 

riilt..", 01· ,lny flllancHtl stilt.t~ment Ol· r~pon. required tll\del 

! .. ect ie,n ~:.n7:. 70a, subsection 9 ir. incolllpletf'! in any mater ia 1 

le!.~~ct or cont.,linf' <lUY stateMent \o.'hich ""dr., in the llght 

of the C.lt"curn::;tancef: m,del ..... hlCh It .... as fIIClue. talsf: Ot 

mis}c.lding with respect to ,lny materlal i:lct ... i... 

b. Any provisiofl o[ t"hi!-', C"h,lpt.er· 01' Glny rule, oJ:de.l· or 

c()ndi tion la .... full y impo~(.·d undt:r till::; chapt.er has been 

wi 11 fully viol<lt.ed, io connect.ion ""lth the offering. by..:.. 

(1) The pen~on filing the regist.n~tlun I;t~tement.; 

(2) Thc l!~(>ue:1."; 

(3) Any pintncr, offlcer or din~ct.Ol of thli: i.ssuel·, Ot· 

'lny pcn;on occupylng a .s illli 1,)t" statu!> Ot· p~t· f()rmlnq siu,i len 

functions; 

(4) Any ,lffiliat.e of the lS!)UCr, but only if t.he person 

fi ling the regi~tnltlon ~tatemcn\:. il> dn afflllate of the i~,­

suer; Ot 

(~») A.ny hr·oker-dealer'":! 

c. The !H:Cul·ltie'J reqistered or sought to t)(~ regi"Gt.el'ed 

a~:c t.he ~uhject. of an adrnini.st.riltlve stop ol·det· or simtlat 

ol·der or d permanent or t(~1Upor<ll·y injuncti()n of ilny court. 

of conpetent juri~diction entl!1·ed o.mde!r <lny ot.h~r fedetal 

01 atate Act applicahle to the offering; but. t.he ildnIHll!>t.:·ator 

n·,ay not inetitlltof'! i\ proceeding dqaln~;t ,1n (\ffc~ct.ivc l·eqlstrd­

tlon st.:·ltem(.~nt. under· th!!; sect.ion l!'(lrC t"h,ln one ycat· from 
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!'~:ldt:~ r'lle 4~~. r 

tt:~~ dp.!.~ .)t ~.tH:: 'I·d.~.·· 01 ~tlJ· . ./I'.("t101: 1"'lled 'w';l, .J:I': t,)!: 

,:dJII:;ll;>t.:"t(),· "i' n:,~. ~nt.(~1 ~r. ,)~·d'-'1 JIl<iI:.·· ~'il:,:~ ~';t·(;tl<"'.l 011 

t.I~.~ ~C::;l" o! ,:11 c:t'(lP.l· 01 11l1UI.C',i()/\ 1"!~1t.'.::1'...'d \;I.(}(:r ;u;y o:her 

~~~.;.lt.~ Act \Jnl"'~·:h til;lt rn:e1 01 11l)UnctlCJ; .... it:~ b:\~~(.'d Oil f',,\·t.; 

.... hl(;~1 w01lld CI.: 1'..!nt,ly COIISI'.i t,ute c: gH'\U:': :,:1 ;\ ~;I',()p cnte~ 

und~,: -:-h'~.' :;Cl"tlGI":T; 

d 'rhc "i~·:r,~It;:"l,) CIl:.c:rptl:, .... ' '01 rt~U10d of bur,.nes!; ll~cl.lrle~~ 

():. '~·e'1\l.d ,llll"1.,.d~ ,1\:t'ivtt~e~ ~·.'hic:' "1'(: :l:c·.i~ll whe~'e pel'l,)l,'"ll(~oi .. 

e Thc 1':S·.I,ln::e vI" ~".ll\! :)f t:()~: b(:C1l1 ·~t~C!.' 1<:; 01' \-.'CHII<i 

be unfi.\!: C1' 1IwquiT:ilbl~ to p,I1'.·:HI$""l·t; 01" blf., ""('rked 01 'et:dt~d 

t,c ',·:ork ,·1 fr,"t\.d upon pun,h'H·,~l::'. or ;"'(')\;.,d :.;.) :);It:~';!u: ... i... 

Th'~ ,)Uc1'il:g b,l::> Lf~t'!l 01 would be mt1(l~ ;"'j th Uf1tt:ClSOI:­

atIt: ;un:)\IIl~.s of "mdet'l.'ritel's' ;,,~d sci 1 P.l.'!;, d.ll,)COUHt.~~, <:0~­

:llISr;1011S, 01" otl':et 'w·ompcll!'.<tti.cfI. 0f· !'t'o/U<..'t.ers' profit:,; ur 

p,·lf'r,lclp,·tt',tO!I, or UllrCitf,ona.tol'.:: aIllO'..lnt:; Ol kil.df, of optlon:..;.,.; 

'.; ;\dv(.'rti,::..n<; lhO!.' bcel: used In connect10:1 w1ch "ar! 0f-

ff!1"ino conttaty t.o t.hc p~·o\'l~.>lOn!~ of 1> .... ·ct:i0n :)02,(O02~;. 

h. Thc: fin'ln,i",~ con<iil.ion of th~ 1:..::.ue1 .:!If1't!cts 01 ',;(Jule 

<lfh:ct t,h~ :..oulldne:is of the f>ec-uritl(!!;..,.; o~ 

S,'C. 14. :>ect.ion five hundred t ..... o foint. fOllt· cnmot'ed thn~c 

(~02,<){'I3J, sub,;ectiotl om.' (I), !>clr,lgl·il.ph b, <I:id: ~uhs(:c"i()a 

t. ... ·o (?), Codc l'n'}, ,lre dlllt":ndE:d to n~;Hl :\s follol.'::;: 

b. T() pnt",.!." any o1'der Q1· 01:d"n; for the pun:httse (01" ~.al.e) 

of thp. ~ .• ecu1'It.y with th~ k.no ..... ledge t.h,)." ,HI \)fde1 ot' on.lc1':'; 

of !.>ubst.,lnt.1al1y tilc: ~;Clmp. f>17.e, .:at !~ubstilnt1alli' t.ht~ :~,lmc 

t1me, ,1n<\ cit !:>uhstantiall'l the sa:llc P1'lCt: for the sale (Ol· 

put"C:h"l;c) of th"" :,'..!cu1'ity ha·Jp. been ot' "'111 b(: (:Ilt.el'ed by 

or tor the :i"m~~ or 'lff1l1~lt(:d per'bons ... ;. 

? To p.f(pct.. alone (J1· .... it.h one Ot· ruot:e ottwr pC:1'SOJl~. 

d sel".lf':S of tralls,)cti,OIl$ ttl any secul'lt.y cn~,)ting actudl Ot 

"ppilrent. Clctiv .... · trading in t.he !>ecut·ity 01· rclunnq 01 de­

~)te!~Slnq the price of the sp.c11l·ity fQt· th#': pl.IrpOHt: :)f jnd1lc­

ing the purchase or SCll("! of the 'Secunty by othen; .... ;.ww~t' 

Scc, IS. Section five huodl·ed two point Jive hUlldred 1'. .... 0 

(~)(J2.S02!, Code 1979, 1$ amcnded t.o n,,)d ,1~ follo' .. ·s: 

• 

;·~C::Ht" 1'11:· (~~,:~ Pt.> 

)? ~,·.!2 F:~.:·.rJlI'J~,F.l'n I'R.:·,("1'; .:F~; 

. A;ll . .l.::.!.:..!~~ <'II. .,~.I.!.t:.!. : .• 1,1:1 ~.!"'~w~:?::.' !_ ..... ;. I : , ... _..:",I>w"'::' f:',~ n~ _~) ~ 

:::.~:ll,; ~ ... t~t"cl..:.1'.:L_! ... n (;0)1I()~cT:l0r~:-:'lth .'!.f'. <.;1lf!11IIg 0: St:cut'w-

:. I :::~.L!) . ..!::!.~·g:;li)1",d .~~r !.~!,....!.l nn 11~!:. h.\:!:.:!.u:::L t: ..... 'l. P~tD..!.:.... !.:· .... o 

:Il.wlll!.; t:d l,)t~'~'\;n L2.~:~ 20',) :)f UW .. Q:.E.(;_ (:1' !.!I~"':'el' t'-I~~>~:("1i;'..!.~ :~:!:: 

:'~~:'. (::_!...~3? 01 (.'.!.l...£\.\t'!:'\lc.nt .. "::.~.:1n E!.>-;e;·I!:'tl::-n l!":m Lt:gl!.,t1'!'_":', 

·w1'-;.r:. ~;..!Id,'r r,("!ct.l.~)11 :If.b).c!.!" ... .!,}.!..c: S'-':'':~X...!..!....!.(!~' Act. 2t . ..1~;'j/ . ..ir. 
':lol<lt):)!~S.! ... ~~O:CtlOt: .. ~.~:-:£....~I1indn;d "'.,~~.f'o.lI.~T;:.1oU1 tHi:lurE;,j <'.!H: 

.L.::.::.::..:....:!.::)j l....0.w~:·Ilc: C~'uc, Uw r1l1dl.aH!I~ .. I.~()t' :{:I:"":w,o.9: .. 'l.L_!~ 

'.' 1 .)1:\ t 1011. :~h,lll r,.::....l.!.~~~~ ... te .t.h~: wl'.C: C.l:I:~~:.: : ... ::::.:.!.::.?.....!.I.!.!~:.L ~ .. II: 

::.l.t;';J.(:1.w!..'t.i.a·,; '.)~. ~:I ~''l\!I .. ':.:l: . ...!.:£ .. I.yC()'.'f.~l. T..llt: C'.):I::ld~'1'\·w.lOn P"'J.~~ 

f\) I' . 'IJ!.(' .. ":':.!:·~!.!...!..!:::i....:....!:2SL~.~h~ t \-.' w t I: ;n.t~.· re,; t. ~.!.t:'!~ .. ,':.~.2...(t~:::: 
!'.~:.'?'!I. ~.h~ ,JciT..t' O)f pi.\j1nel~t (.()~t.~ ,HI": 1 c ... H.>OIli.\hl e. ,-,ttolm.~.i:':;· 

fCt·:;', we::;~~ t.I.e ,lJi,C'U<l.",_()f ,lnv 1!',C:"":rr.C?OI' 5~.I:...:<;.~.:.I~~.!:.~~!.IS, 111 c~~~ .• h 

or III kind, I'.~:(:~.iv("!d on the .~jt~'~Urlt'Y'w~,hc t.£:ld~:.!:wyf._1.he 

~~:: II" I tv. or: 1'01" .d<lll\<lge'5 1 t t:w piJl(;.I):?~.~.z:._!".?_.1.9.l!~~1' e' .... "': t'tH2 

!.: C~·.J l' 1 ty. [);,mClg(~: •. .. !:!:'~!L:_ bi"! l'..iC'w .:!.!~.~?\2t:t .. ~.!I~l .. '. '.:O\! I d ht: 1'(!CO'.'E: l' ~ 

.1hl,~ \11)\)1: a t.endet . .J.t:'£!};: 

d. The 'l"~lIe. o~· ~:).le . ....:~~:cu!.:...i....!:.L:::::.I.~I~ ':~l~: .1).I!:~;.hab~!r dl!.'l>O!>cd 

(~rw.i...!:.; ;tl,;d 

o. Illt.t:le~t. on ~~~l.i(~ .. "::'.~l.!!~·_!..I.!. . ...!:.!!~.:w.}c.:-'il.:l.~ .~',~t.t: f1'(';JU Lhe dat.e 

of j)';po~.'lt.ion. 

:~'Il .... , f!t~:\iO(IE or, \-.'II;)~;'-' be~1i~.I.!' .. :!21.0~'.fy1'ln9 1:; Ilidde !ihall .. be: 

.i<.~illt.:y ;uld l;(;·J(~r.:al:''y''liab~~ ... ~IJ~.q~.L..!:!~.it, t.lIb~e:ct)otl, Telv!(;1 

l·equ 11'e::; vflly no~. ~..c~; ... ~). (_ ":.1 I II tl9IlCS.Z:....!:..£ .t:X<..:.~HHlge .thc;. b(!CU t t t.y 

!".~~!._!:he i\.1\0unt :;pe.c11ie9...:.._.~n.Y not~.~E: miW br! qiv(':n by ~;c:r'.'i<:c 

,W 111 civil act:.lwOIlS 0f· by o::c:l'tlfH!:\ ~,d 1_ ..... ~ldresH .... ~(.l_~w~.t\e 

l.d!;t_9'.'?~t:"l~.<;;.d1""·3b of the pe1':~0l1.J.~I...!~~)J""', 

... 3.. Ao'j fI~H'~~ u!'.9.~!.".,:,..!.g.~.!:,_<,!lIoj <H~~:2!.~~_ C?~.ilel· t.hedl 

<I pcr:ion on .... h('~(:. b(~hal f iOn off!:.!..!..I~:::.;.c1·.iLed. ~.r~ .l,)Ub:.;t:Ct.10fl 

f)np. (l.! ~( thit: .::>cct.1on.i:.; .1'~':Hlc, ', .. 110 offp.r:f> or· sellr. a r,CCUl'lT.'! 

In v1o!,.t.ion of !H~,,~~et\'" ::;-""C:~:':.\)J: ~,O? 401 .,,,-&{1;1 ... 4Gi. t.he pu:­

Ch,'!;I"!t" not' kno .... 1r:g of ~.ht: v)Olatloo, clod · .. ·ho (,'..If, t~ !:u:;!:.,\:o 

t.he: hllrdp.n 0f ~)t'oo1 t.hat he, ~11t! 01 It did IHit k:w ... ' .111d )0 

t.he eXC1Clse 01 l(:d~OIl"lbl .... • Ci.HC could not hilVP. kllO"<·m '01 t~u: 

· ... loldt10n, l>h,.11 h~~ llaLle t<, the 91u·C:i,U;C1, ... ·Cl<! JU<ly !;ue 

(J) 

:n 
~ 
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'...'it.h~r at :c:.~ OJ In equlI'j :.0 r<"!C()\'(:l the \'0n~;,i,~,~r,lt:('r: Pdld 

fOI th(: !';~Cl.l:lli'. tf)(J~t.rle[· ·..Jlt.h i"t.el''.:::~'" cit t.he It:g,.! rillt' 

frol1', ~hp ci.:.le :)f Pdilllt:nt., :;()~t!; dud rt'.\s(),v,rde :lttOI,IICYS' 

f(~(':':. l .... ,!".:; t.h~ d/11()unt c! .:.ny ll)c<)mr: Ot' dl~t~lb\it.l()~)!'i, :n C~.!)il 

OJ,!" U) K 1 nd, ~·c .... ·(: i v~d on '.hr-: ~WCllr i ty, \11-'011 t-Le U:nd~l' 0 t t.h .... • 

~ec-.lI'i",y, ~-.t ['7>1' dGirl<.)()es it th!! put'chasel' no \ ()!1qc l' o".'ns the 

~ec'..:t'll}'. Dal'll'lges !;hal.l b(~ t.h~ amount th<lt. · .. ·ould be 

t'(!GO'J(')"1blc: upo:) it t.~lId(!r l~r;f.: 

'-. The valuo:: of th(~ ::;t!C~,=-l:.y \· .. hen t'h(~ flHch":'!>ef' d;.sposed 

<.;of Iti.... 2.lld 

b. 11lt.~,i."eHt. on said v,11ue -:"It tht! lC'!<.d f'ate 1r0111 nH~ date 

01 du;po!;itu)I). 

PARA~RAPH l.l.I..vII!~~. Any pen;oo ~?Je utI.uel' t.hi~ sub.~.25:t ion 

(In '..-)I0:.,e beh,.lf "n offe~.'illg i!; nd<ie ':Hld c\l)Y \.lndt~l· ... !'it(:r of 

the offc,'ing, wh~th~r on " hp.!Jt efIon.s or oil t'lllll conUTIitment 

b,lSi~, !>hdll h~ Joint.ly and !',('vt~f'''lly lldblt:· under tin:; .. t!@­

t!8A ~ub!;f~ct!:i.on, but in 110 (~v~~nt. !;h~1Il ,my undec"uil.er hI"! 

liable in dny suit 01' suits author'.lzed tlndet· LhiH !H~t"t:t:el'\ 

subsecti<?n COl' ddrna'Jcs in exceHt> of t'hp. total price dt wh.lch 

the t.E:cu1'itj("!t: undenll'it.t.t::il by it ,lnct disLt'ibutf\Q to the 

public wen~ offered to the puhlic. Tend(!r r~quire!, only no­

lict~ of willifHJIH)B~ to cxchcUlge t.h(! security lOl' t.ht~ amount. 

speclflcd. ,\oy notict! may h(~ given by !;Ct'V1C(> aG HI <':l\'11 

,)C t I on" O~: by cc l't i f i,ed m,) i I dddrcsl':(~d t.o the 1 as t. knol.'l) 

ddtkes!> of Uw pen:;on liable. 

2 .~' Any person \.Iho offet·s to pUl'chdse 01 pUl'chaliCS ,1 

SCCUl'lty in violation of seet!:efts !3(>5:tion ~02.401 ~.-~9r. ... 494, 

the seller not k.nowing of the violat.ion, dnd .... ho fails to 

sust,lin t.he burden of proof Chat he, sh(! or i,t did not know 

dnd in the cxet'cise of reasonable cat'e could not havc kno .... lI 

of the vioL:\tlOIL shall be liable t.o the sf\ller, who may sue 

eit.he1 at 1.\i00i Ot' in ~quity ,~O recover Ule :it::curity, cost.g, 

,lnd l"I!a50nal:.ile ,)t.torney's fcC'!!., pllH; .my in<':olne or dislt·ibl.l­

tions, III c,1sh or in kind, l·e<.:eivcd hi' t.he pUl'C:h,\!;rr thct'eon, 

upon tende.l' of t.he consider,i.ltion received, ot 1'ot' ddlPaqcs 

It: the purch"ser no longer O .... Uli lh(! secut'lly. Dar.1aqes Shill1 

- -
~~e(j:I·."·· Fl: E.' 4E,'I. 1 (I 

h~ I'.h~ E:XCC~~S :-:>1 t.:n: v .. du ... • \)1 tll(: :~CC\d'll.y ·~·tlo:-:c rhe pllrcn<\~el 

:Ji~:p(,~·.ed ot Lt. p:u~; In~.ert:::,t' dt. ~:,he l-..:gil! :';It~~ :":'Of) t.he date 

.;.1' J1Sl-OL'lt10fl, ove~ ~',hc C()f)"i(;'I'I'at.10L pitl,: t,)~· t:h.' S(·~;Ullty. 

'r(:o<:'e) ):eqllll'e~; only ))0t:Ct: o! '.Jlllln<Fws:,~ to f..:_lY the dn:.?\mt' 

q.:e<':l.:.'lcd il: ~xc:hdn9L' f()J' ~.h~ sec:l1'i ty Apy ).ct'.cc m<ly he 

<;iv<":~ ny ,;t!lV1CC tiS i~) clvll ilctlor;::; Ot toy ce.(t,lfi<":d mail 

t.(" t.:w ld'.,t. x.nowr, ,\(kre-~~" of the IH"rso{) I i,lble. 

34. Any pel.'ljon .... ;)0 willfully 'lnd .... I\o .... lnqly ?<In.1Clpi"tt.t~S 

::1 ,lny dCL 01 tr,1:)~'1<:ti())) in Vlf)ldl1UIl 0f SCC·_1UIl~ (">02.103. 

!:J:.::·'.':: . .I:~m.jn:d.!'~·",() POlllt l'o.l!r {Hlndl'e(! .~?_ur (~OJ..404) of UH~ 

Co:,:].):. ~)OJ..4(1S 01 SIJ2.1{n Sh,ll} be !ldtol~ lo <I!ly ot.her 9~l"~,On 

....h0 pU1chcH;(~s or !'.ellt. allY ::;c""'''.l1'it.y (but not .'J mere holdc1 

ttl(!u;of) '1r a prlCtO · .... hich W,1!: itffected by Lhe .:lct. or 

t.r,1n!'.itction for t.h(': d'1n"lq~s :.'U!~ld1Iled <.1$ il rt>:m,l,t of ~uch 

act' 0." t.;:<'In:3dct.lotL n,):Tl'1q~,!> ~tHtll not. exceed ",he di fferer;ce 

b~t. .... een t.IH! pI'ic~ ,"t I.'illc.:h t.ht:· 0tht~r pel"son purchdsed 01' sold 

:3L'cul'iti\~!'. ,H.d the 11Ii.l1'kl!t value WhlCh the :iC(;Ul'lt.i(~s ""ould 

ll;lV ...... had dt the t.iJt'"(: of !'.uch t'ul'c.:ha~(: Ol. sale in t.hp. ab!>e)~r;e 

of thE! act OJ t.r,1nf;dct1on, plus )ntel'~f.t at tile lcg,il r,.t.t!, 

C0:5t.s dnd n::,ll:;Ondble dt.lorn"Yf;' leer.. 

4 ~), ,.my }Jel::.,O)), reff:rred to in this subsect.ion d!; thE: 

"fiefelld<H}l''", who ·,;iolate!. I>cct.ioo 502.402 shall b(! det~m(!d 

to be unjur.tly elltlched dud liable to any pel'son, n~ferH!d 

to tn thit, !Hlbsect.ion .)!) the "pi."lint.i if", who PUtCh,lIied 01 

may h~we pUrCh,l!;ed d secu)'ity t:ro:n, 01' :.,()ld or m,1Y h,1"'C sold 

u security to, t.he def ...... ndant 1n c.:onm~ction with such violation, 

for <iatnages equal t.o tht: dl fference bet'wecn the pru;e <It · ... hich 

t>uch l1ccurity w.\S put'chased or sold ~"}nd the rnnrket. vc.luc · ... hich 

such se<.:ul'i ty would hi.lv(: hdd at the tlf1e of the purr.hasc or 

t><.1le if the int:orlnitt.iotl known to the defendant had beN) 

publlCly disseminat.ed pl'iot' to t.hat t.ine dnd it rc~.l!',onable 

t.1me had elapsed for the n,lt'ket t.o ,lbsorb thE! lllfo1nat10u, 

plun lnt.erest ilt th(~ legal rat.(!, CO!)ts and ~easonahle ~t­

t.orn~ysl fees, utllcli;:., Lh~ tiefcnd.lnt proves l.h;ll. til(! pl.lint.i (! 

kncw the i nforma t 1 on Of: t)hl t th~ P I a lnt iff ... ·ou 1 d hclV~ PUl'r.h,1sed 

or sold 'It. the SiU'";'le pl'.lCe eve" If t.he lnforndllon tHid bt:ell 

revealed lo t.he pl,llntl fi. 

1/1 :n 
~ 
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~?,. AI:, PC·I·:.>(!I\ .. '11') if, ,1'.1911 t·ved h":' ·1 ".'.lvlc1t. Ol~ :of !;~C­

t.~on :)(·2.-I0'J "''''r" hlLnq ,111 :lct.LU 11 tht: ";'L!;I:rl::t C0.1I·:. 1".\) 

,:tl)oin ~'h~ ,ICt:.; c(:mp1,llned of ,11)(:. upon P":)9(:~ -:;h0\o.·Lnq, ~.o 

~equLr(": Ut<lt '~()1"r.~ctlnq :n"U'I'l",l l.-~ d.,·.;;et"lln<'.l.eJ <'.nd »1..(;(1 

p~rf".(";1l ;lIay bt~ d· ... ; .. ~d~d COEt:~ ,,,);<1 "'t',H;()I',abl~ ,1tV,r:1cy'<; ft":r!s 

:'>t!C. l(), Secl:.10n f1V~ :HIH(.:·p.d t.I ... ~ ?oill~. ti'/(: hundrr:d l.tlle(: 

(~('2 ~)c:\). ::;u":::iect..on 01~E': (l). Ccde ;'9"·'9, ~:.' i\( .... ended to 1c2ld 

,1~ fol10 .... ·s: 

';lflli,1t';~, of ,\ p(!u;on li,1ble unde)' '..:ltht'l. Eect.IOIl 

502.~l!1 \1/' S02.~02. ~artnerl;. l)J'lll('\llai CX~C\ltl~e off1cers 

()r d:'I."~C~');·5 o!' :iuch pCll',On, p~rf".oll!:" 0CC.lpYJ:\9 ,1 ~l:IIL1,lr 

~,t,1t.U:"; \)1' perfol"n • .ing si,...i Ln funct.ion:; leI' slIch VP.:·sou. el"l­

~t~y~e!:l-"'i-1Hteh-pH~t'H6" per,;o':!.s V,,·~\P.t.l.I~;J ~."npl.9.1.(!e!; .of l::u.ch 

pt!1:!.>(j)~ <...:;. othl?lWi~ti \.-110 lIliitenitlly ctl:1 :lld ~toP.t~ in tile: "C~' 

01 t;·,lnsact.lon c()n:;tit.lIt..i.n:J th~ vLoldti"n. ;\1)(\ 0r()<(."1"-dcah·1·~. 

or. C\qenl;~'; who matp.t·ial1'j aid an-q ah(':~: in t.h~ ,\ct 01 t.nlO!;,lC­

tLOII constitut.ing the viol.:.:.tion. <Ire. ,11!',o lHlblf"! lOlntly and 

sev(.!l"ally ',nth and t.O thf~ ,,;.111"0= ~xt.(!nt 'It. 511ch p~l's()n. I.in1~!sb 

"'fly-tH." t- a EH\ -; '" tl.b ie- Plp.flt'!tuHle t' -~~~"el'l- il!':k~" - he 1 - ~kf!-~t' - ... \': - ttl Et 

1\6 •. - kH8W,;,· dl'l8 -. M -\he- ~loU~ HI HI P.'- f') t· - if ~ it"'EH>\Ahl 0=. '" <t ~f'! -tHHl.lll-HtI "­

k8¥E:. KI'\.,· •• ·l\<r - ~t' - t.RP.'- .H-t:i: g ~.eM"t'!- ~t' - "k~ - t' tl.e tl'l-hy - t-'E: aap)t\ - 6 t - wk" f:! k 

~hf!-l:i:d~tilil!':Y-"K-8~ie~~4-"e-E':~"~~, 

~~.th .,::e!;p~ct. .t.~..r>ect..io~~\~ 1n1t:'drc:d .tw'?.....£.£....i .. nt .fivt! 

~!lIdreq. .. ~~~.l!? 501L.£.!......t.h.~~dt! . .u~d !"l~£.t.1<!!:l~C }nt!vlL'eq 

t .... o »oint: ... t~ivE: ho"dn~~.! t\o.'~.()2..:'.)f)7tr .. ::;ubu~cti.on$ on,e Ll.l 
dllQ..fiv~ (~») of. the Cod~,. -=!.l2YJlet·~;on li,lble. :-t~z:.t":ut!de)" IH'~v£~s 

~I<lt. hc, sP~....2.!:.......!:. did not. :':'no· .. ~~i .LTl t.he (!~el"ci..:"c .9.1 
re,1!.>on,1b 1 c .. (:,H"C c.?,\ll d n(~t .. h~~ kn<!~~ f .~~ex 1 ~.\ tP.~lC(! ~ 

!:..iH!, !"<.:t~ fl. t·eat.on o}' \ol.l}.~.th.~_iJ .. -,~bll..l.!:.:t .. L.~.:..2..!..!,:!g~.'i...!.£ 

exis.~; and 

~ .. W1t!LL·(!Spe.ct to se.t:tion.J"l.y~~.:!'dl..·ed t1:"o nO.Ln~ .fi .... ,~ 

~l\!!!.dt"~d t·./o (502. ~)O~l., !:!,ubse;-.:t i ons . ~:'.,"Q .. i.3J and ~hL"e...t......1..:U..o f 

~}~_~Ode:.l.......i!.!lY pe.l:;;on 1 i~blE:......l.:..£.~·e\~!~1f! .. !:'JH·9ves 't.hat 12~.' ::;;he 

~_~t di(! .. !lOt kno ... · •. ~Hl9 .... as .not........9..!:E.s:~ly.~~91..i. .. l£...n.~ .. .L.n t:ai.~l!"lg 

,!:o. ~!O'~.L . .....2..!.....the cx~..st.encE .. ()t~.(! .fact!) ~y t"(!,1.:wn .. of ·....r!lic;!! 

th~ J . .i2E..~.~ ~ t, y i f> ,11 1.c.ge5!....!2... ex 1:. f> t. . 

• -

s(:!;.:..t': FI1~: ,.i,:" ~. l.~ 

;.Ci; :;\;...:t.(·o f .'';~ hl\:h'::'~d t:n'O P;)LIII :'..LX 1~.l1h:'LI:':-:l f(,ur 

(~>:.J2 604). ·';~.;;;!.'~Ct.I()L :):w ll), Cud,' 1S·.:9. 

:\!.' f()', 1 o ..... !~ : 

;~r··.ellde.i c.) LE':,1(i 

1.,,;\1,: ,III (;LJE:t" d:r('::t.~d dt.. any ";\Jell po...:L"!.><:J) !e<~.li:·lI'<.l 

!'>lIci". pel' son t.,) ("1'!/tf,C ,lad d~";1';1 f)"()m er·.9d~IU<; 111 !~\ich .:J<:.:t 

01' I~ ·,V:!.lCE': ... : or 

~;(,:C 1 n. Se.ctl<,n four htl~l'Jt"ed n".:H:t.y-!~lX B point p.ightcen 

(.1461"".le). (":,<1" 1979, H: n:pc;tlt!r1. 

(')!~l), Code 147"'. H: )"(:;It!alt:d 

Chapter f1V~ hUl)(ired oce 

TE:Rk"i E BRAW)1"AD 

Pl·c~ldent. ()f ttc Senat:(: 

t"LO'{l) H, f>lILI.P.N 

Spe«\J.ter 0:: the ilO\l!;~ 

I hereby C(."1t1ly Ihelt. this b1l1 o)"i'J.Lndt,(':d 1:1 the Sen,1tn .md 

is kno· ... n <'is Scnate rile 46), :;ixty-eiqhth G~,n(!1"<tl J..snem..bly. 

'\PPI'ov(!Li 

ROtn:l<T (). R,', 'i 

Gover:n0t 

19"}9 

:;R/>'~::' .• ;. S':'CIUC; 

$(':cn::ttlry of t.!le Senate 
y> 
7" 

~ 
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~.'lth(~r ,It la .... OJ \)1 (\qlllt:y li) It~C:'V(:r t.h.., C0:Jf;i:-:.el.'at101l pi.11 

fOl :..tH." :':'<.-CUt'lt.y. to,:wt.!'",r ... ·ith 1I,t.eJ'(:~~. :\t. th: \(:q;11 l'dl(." 

ft'O:ll t.1I", d,'l.te of pdYTlle:,t'., (;.:.;>:;~.~ ;;r.d H~M:on<)ble at,l(;tI·.ey~~ I 

[~e", ~e:;$ th~ illllv;.mt of ,wi' incone or dlstJ'i!)ut..1oJ)r., ,\n Cci,stl 

:'>1" i:1 kll',d, l't:c(!iv..-:d Of) the !"E:l~Ul'iLy. UpOJI thf' !.el)dl~r 01 t.he 

:.leC:UJ i!.y, :')l' fo," ddrldge~ i.J the l,un::.aser n('; \onqt":L (;wns tb, 

!>eCUt·l t.y. t;.all'dges Sh.lll p"" the. drcOUfit thilt would be 

rE:coVt:l·;'..t>I~ "fClTl '" t.(mder ll:~:i: 

a. 'rhe v,ll.UE: of the s\~c·,ll'i ty when the pU1'(;ha~'H:t' dl~po:,;(.'d 

of l t.i. dlld 

h. llitere:,;!. on saic:l value at. thc Ipqdl t·"t.e f:nm t.hr~ date 

of dl;;po"iti<>n. 

PARAl:.RJ'..P..!!....Q.Jyllll·:q. Any penJOn 1 1 <If:.»(: under t;:h.;!' :";lI~~::ct: ion 

on .... hose behalf ,1n ()ff~l·in9 i!6 made .1nd an~' Undell-1J'i t.CI' o( 

the off~~t·ing, · ..... h~th"r on n bent f~ff()rt,$ Ot' a !'u'n COlTltilit.ment 

b'l;:~i!>, thall be joifltly cmd !;o.:-v(~l·ally liClhl~ lInc:ler thiu I't~~­

t!:Elft ~ubsect i 011, hu t I II no evellt l'ihd II any Hilde nit' i. t.el' b~ 

liahl~ in .loy suit 01' !;uits tlut,hori7.ed undel IlllS !U~f:!~!-6f1 

subsect;p.n for damC:l.geu 1n t"!xce!:~ of the tot.ill pt'ice at .... hu:h 

the r;eclIt'itie5 \mden .. dtt:r:n by it and distributed t.o the 

public were ot'fered to the public. Tendel: requit·~s only no­

tice of willingllt~sH to exchilnqe t.he l:;ecunt.y fCll t.he ,)I'llount 

specl flCd. Any notice may be given by service as 1n civi 1 

;~ctl()nf> or by cCl'tified mdil ilddr~ssed t.o the last kno ... ·n 

addt'es$ ot the pcrtJon li'lble. 

~ .~. Any pt~rson who offen; to pu['chant~ or put·chases. ;.\ 

secul'lty in violatlon of ~@~~i8"8 section 502.101 ~.-h~~T494, 

the seller not knowinq ()f the violat1on, i:\nd .... ho fa! ls to 

sust.ain t.ho hut·den of proof t.hat he, she or lt did not. kno\..· 

and in t.h~ eXet'cilic of rt:!asonable care could not have known 

of the violation, shall be 1 i<lble to the l:;ellet'. .... ho may SUE: 

eit,het at. la .... 01' In equit.y to recover t.he nt:cl1rity, costs, 

<\nd l'e.16onable nttorney'", fees. pluli. any income 01' distt·ibu­

t.lonn, in ca~h or· in kind, rr:r(~ivp.d by the pu['(:haser thel'eon, 

upon tendc l' 0 t the cons i deul t lO!1 l'ec:e i vcd, or for dam,lqe$ 

.if the put·chnser no lonqc1' ()\"'ns the secur1ty. f);'llldqes shall 

- e 
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t)~: the .)xc(:"r •. )1. r.b; 'v""Jl,(: .){ tole l',(.'Ct,l"lt'l .... 1;1:1) the pUlch;ISC:l 

d~!;p(',...ed <.1 i::, Flu::. IIlt.C:·(:~;t ,It the 1,~g,11 l,\t.~ fro:1 L·).l~ .ldte 

.')f :Jl!.;)()sitio:l. ;)"..fI:t the cor:sid(-l"iltl(lC jl;\id t')1" "-he Sf':C1iI':t.y. 

T .. ::l":o.:l l'eq\\ll',~~ 0n~y n0t.I(":e (.t w.ll),rlq:lt\f;:.' t.o 1>"1 t.h~ <:,mount 

f,~t"'(;i!'i\~d in exch.:lllf}(.' fOI tt.\: S(.'(":,lt'lty. AWl not.lC~ m,IY h~: 

;Jl-Jt~1I by s~;.:vice ,~" In civil ilction!; 01· 0::'; c~ttified rt,ul 

t<... the 1.1~·;t. k:lo .... n ilddlE::..>:' of Ule pt,:'nO:1 li"h~e. 

~ 1· I,n}" pCl~OU '.-1\)0 • ... il::fuI1y .1nd kllowlnqly Pdl'ticil,;lt\~~ 

..III <wy (l ...... t. Ot' t.r',ln~;d(':t.i(!l) In vlOi.::ltl(,,ln of ~;""ct.::'ons '-'02 ·~03, 

t" i ·~·c. ~)~I}!5~!:...p.d t. ... ·o P?.1II!:_!::?~!_ i1undl:ed fOUl (S02 ~L t}~(: 

Codp., 502.·10S:.:-r ~>lll.4J"1 ,~h<111 be ll.~ble t~ ,1ny ol:let· pet'!)on 

\,-)1() ~I..: l'chas(\!) 01· : .• e ll~. nny aCCUt:;; t.y (bu t not .:l me r" hoI c:e 1 

t,h(~l'(';of) at <I :,>l'lC~ .... hLC;I~ \-l.ll: "lfft:'!ct.F~d b~' tht"! a(: .... or 

t:~I~::;dctlon for thf! dt1ln,lqes $ustil1ned df~ a n:!~ult ot S\H:h 

act (.t tl'<l11H,lCtiof). D.un.HJ""!) (.,h,:11 1I0t ~xcecd thf~ diffcl'I.!l-.ce 

b'..:t·,,·et:Tl trw pl:ice <It I.'hich the othet pel'SOrt p~.n:h,l"ed or ~old 

~~G\lt·lt.ie::; alld tlte mttt:ket v.duc WhlCh the i;ecurn:'le$ ',,'ould 

have hi:\d at I h~ t irrp. of !:,uch purctHlse Ot !;.dt: in th'..: <lbsenc(! 

of tile ,)ct or u:an~dctlon, Vlu~ interest. at t.h~ leq,11 1·Z.tP', 

::O~t.l; and t'edson<lble (l~.t.()l·neys· tee::;. 

... ?' t\ny per!>on, rf~f~t:rect 'to 1n lIll!6 subsectlO;) (lS UH: 

"defend,lnt", who vloldtel> !icction ~.>()2.1();> r.hall bo.:- <ieemp.d 

t.o be UO)ur,t.ly ell1'ic!u:d and I i.lble to dny per::;on, n!f~rt'cd 

to III this subsection as the "l'l,lintiff", .... ho pun:h,l::;ed or 

mily h,we PUCChil:'H!d a secul'i ty ftoto, 01' :101d or may h,)Ye sold 

a secu1'lty to, the dp.fp.ndant. ln conncction wILh !iuch Viot.lt:ion, 

for d,):lll,lqel:. equal to Lite differ(<ocp bet .... eer. the prlcc at ""hich 

such :..;ecul'lty \..·a~ ptlrchd::,ed or sold ,md the m,u'ket vdlue which 

such sccuri ty ""ould naw~ had ,It. the t.ir ... e o! the purchase O~' 

sale if the infonn,ltion k.no .... " to tJw <h:fendant h<ld heen 

puhlicly di!JSelilioatcd pJ'iot" to that tine and a rc,lnollablc 

Lln'c had elap!>o.:-(\ fOl· the market to absorb t.1lt: inCoJ-mation. 

plus lnterest at the legal Idt~, CO!;t.S and reasontlble <tt.. 

tOl'neYI>, fcp.~:, lInle'n. the defend,lnt proves that. tlt~ plaintlff 

k.ne .... tlle lHiorma.t1on ()r that t.he plai,ntltt ',o'Ould hdvp. purchased 

01' !;ol.d at th~ taree pl· ice p.ven 1 f tht"! infot'l~(ltlon hold 1>e(:n 

n~ve<lled to thc pldlnt~ff. 

!Il 
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~ t, Any P(~t'SOI: '~':H) i.: il';91·le'';<..'d b,:' ... \;1(:1"T..~0)· .. ,( se;:-

tl()11 ',1.:/.,107 tn'ly rorinq ail i,Ct.LU 11'. t.:H: d.l:.:.:t! let C)\It'1. to 

~njo:tI the <,.ct,!; CClllyl:11r.C:::' 01 dlld, .Ipcn prOlH'l ~~hO\·.'~tlq. '-') 

r~q\:~f'(: th'lt cOl'l'e(·t.it:q n',lt'"!I'lill ... ~ d:~:s(:;II.:I .. \t.ed, and ,;\;<.h 

;':~":'!.'u" may toe (l',,',ln1ed cost.s at,r1 r:t"!il"ot'.dblc~ "t~onH':Y's fe(~;i. 

Sec 16. St:::t.iotl f:,Vt, hund~·p.d 1,,-"'0 ro' :)t t~v~: hundn.·d ':.h)'(;e 

(~,c;> !:O:n, s;Jh,;(;cl~(m on"" (1). CcJe 1<0'.'<), .l!; .nro=)u.ic,j to t'('.:.ld 

a::; to I . ()\~!; 

/Iffili<:lt.(\s of do ven"on li,lbl~ ·,m.1(;t' elt.hel ~cctlon 

S02.501 01' 5C;>.~02, p,ut.nel.';'. ptl!)cipal cxecut.lve ot'fi('(':t"~· 

or dlt'(;ctors of !mch i-'c t'::>OU , Fe"fi01la .')('cupYlng a ,;il\li1'..\1 

<.,;tatcs ;}l p~rfol'mlng simi lilt Lmct ion~ !.o)' such peu;on, ttM­

Jli~yee!'l-~f-tHtp.k-!H.:l'I!IEIoA per:"o).).s ( .... h~l'.ry.l.'l l~ru.£.!..£.:t.ee:i of.'. ~.uch 

1.?~::..r.S()!) .... 2.!_y~tll: . .!\Jig(':) \Jho IQdtel'l"l1y aid :lud ~b(\t~ in t.h(.~ act 

O}' tr,HIS<'I<":tiotl (;on!'it~it.ut..i1l9 the v.ioliltl(';n •• Ind b .. ()kel'-d~(',·."n; 

or a(,,~nl.s who :ntttcrlnlly aid and 'lbe.l,. in t.)w .:.Ict or t.riUI:';dC­

tion (;o))f;tit~utinq the violatio1l, ,H'~ al!'io ~.l<tbl~ jointly Mid 

:;evera11y ..... i.th <lJhl t.o t.h,,: same t"!xt.enT.. dr.. t.uch pet:!;otl, unlt::!)~; 

1\t'Y-I'~l"HeM.-4!: afl.~-ke!'e~l.fulet'-)tt'e .... e!\-.,hll"-he-:-!'Ik~-6t - !:,",-d+tl 

M.et: - kft6"'" - "'Hd-!t H -I!<.k~ - @)t~ t-e! a~-~ f - t'~ <'I~ Eu\ftht e ... e a .. ~- f!tll1! Ii - ftal, 

Pl4Y~ - kt'l~"''''T -ei - "'.he -e)t t:!'It @Mf!~'" ~ f - .. kt'!- t' 6et,a - hy - t'~~ a 6"-81" -wh ~ ~ h 

tiJoIe - ."<"lh" •• -.y-!: g - a.l@tJtHi- tE:l-~"(""1:th .. 

~\: __ "y'itb re.~pcc~ to s.c~:t~.ol\ fi,-:~;. h\~~ldn,d.t .... o ~'-: 1'~y(': 

hund!:..~~1 .. ~~~~~: {?'9.~.o~. the J:~~)de ~r.d se:.:.t.lOo. (iv~~. t}~ndred 

!, .... '? point .. five h1.!l~dl·~d two .. {SO.2. ~O? ).' .. sub~~ct. ions_one. (,1) 

:!!~d f~.'-(.~ (S.L...2...L .. !:.!!.Il_.~:od~~_pelZ~.on 1 i,~ble. hel"e~l.nJ.~.!_..l!..!.:gve.~: 

that I~(~, ~hc._{?,: it. did not kl}0w. and. in .. t.ht"!_~!)(o=~·.t;i,~.t~ 50'1 

!:c.<!?-,onable ~~.re (:otlld .. nq..t h<w.'l. kn<?~~ t.he ~xibte))Ce of 

~hc....!~S~:!!....~~~)n <-:1' .... hi(.:~} t:.tl~ li'l~ll.!..!:..:L..!::; a.~1p'ged t9. 

~~i.!~!:-i. .. ~t.~ 

~~!:ef.,pec:t t.~? ~,~.ct.iOJI t~'ye h~l.n~re~t. t.~O~.t.1"lv~ 

~.'I(~l'ed t~~ (~()?: SOl.l... suhs.\.!~t}ons _t:.wo~) ~.~.hL·e~ ()} of 

~he~,:,~~!.' .. <my per·soll ... ll.dble )~.!.~'eunder .P!~('.v~~ that. .. ~~!:!. sh~ 

~t ... l~di.d no!:.........lo:-!~<?w, and .... ·,ll';. '1.~~;:>.l.Y......!\Cg..!...i..9.£!~t in failing 

l.2......kn()wL...'?r..!-.~!~ exist:cn~e: .~h.e .1'.act.~ .~:t reason of · .... hi.O::~1 

!:..1.'~ .. ~).!=!~ilit1 .... J~ al.l.~qed t.o.~~ist. 

!:CIl:IT.. •. • '. I(~ ·It;]. 

31:c ,. :;\;ctl:'ifJ f~',;<: hundn'd ·w1,.·C ::O))!t "lX I.Jndl~d fl,.lt 

'.'1..:.;; cO"), ·';I..':>!.'E:(;7.H'I~ OtlE: (1). CoJE: ~9'·''', l~: ynl'ndl:d t-c: ':~<\d 

,\:.; t'() II ()',.:;.; : 

I~,:\lt~ ,\11 ()!dCl J11'E:(;!",(~-:-:: ,It: <\oy !'uo:-h p~~:!)on r~'yJ~l'~:}q 

~.'\Ict·. PE:I·~.l)n L0 (:"~,H·.E! aod d(:sls~. fl011\ ~nqil'J.:I;J It. !;uch act. 

\)1' p:<.<":tlcC~i.......5::.r:. 

u 

~>(':C 18 ;,l'ct.l<,n (our m.llldr(\d n:nl°T...y-sIX 1:) pOlnt t!ight.~p.o 

(<"}-:"6B.l!11, ('0de 1979, il'; n:p~al~d. 

('.'~l), Cedt"! 1()'i9, H'", n.'pccl~t::r:I. 

Ch,,\p t.1~ I' f 1 Vt'! huodrl~d 0{1~ 

Tt:RhY F:. 8HANSTA!) 

l'ref>1 d(!!)t of t.he S~n,ltt~ 

FLl>YD U M I LLt::N 

Spedkc:J :..:of the Hou!;e 

hCl'et"oy C(!rllf'j t,h.lt. T...hi:.; 0111 {)l'igll),)l,ed .lI~ t.hf! Senate ,1JH.l 

is known df; ~;et\<Jte ;·i.1 ...... 163, Slxty-cighth (;cne;ra1 ,\sSClnoly. 

FkANl< J. STORK 

Secletaty of tl.(: Serlcll,e 

APPI'oVt!d .~w. .. , l'rI') 

Hon}-:h'~' (). R,-\ Y 

(iO\'er nor 
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