NEBRASKA ADMINISTRATIVE CODE

Title 48 - DEPARTMENT OF BANKING AND FINANCE

Chapter 40 - PORTAL OPERATORS

001

002

GENERAL.

001.01 This Rule has been promulgated pursuant to authority delegated to the
Director in Section 8-1111(24) and Section 8-1120(3) of the Securities Act of
Nebraska (“Act”).

001.02 The Department has determined that this Rule regarding securities
offerings is consistent with investor protection and is in the public interest.

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

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

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

DEFINITIONS. For purposes of this Rule:

002.01 Accredited investor means a bank, a savings institution, a trust company,
an insurance company, an investment company as defined in the Investment
Company Act of 1940, a pension or profit-sharing trust or other financial institution or
institutional buyer, an individual accredited investor, or a broker-dealer, whether the
purchaser is acting for itself or in some fiduciary capacity;

002.02 Funding portal means an internet web site that is operated by a portal
operator for the offer and sale of securities pursuant to this Rule;

002.03 Individual accredited investor means (A) any director, executive officer, or
general partner of the issuer of the securities being offered or sold, or any director,
executive officer, or general partner of a general partner of that issuer, (B) any
manager of a limited liability company that is the issuer of the securities being offered
or sold, (C) any natural person whose individual net worth, or joint net worth with that
person’s spouse, at the time of his or her purchase, exceeds one million dollars
($1,000,000.00), excluding the value of the primary residence of such person, or (D)
any natural person who had an individual income in excess of two hundred thousand
dollars ($200,000.00) in each of the two most recent years or joint income with that
person’s spouse in excess of three hundred thousand dollars ($300,000.00) in each
of those years and has a reasonable expectation of reaching the same income level
in the current year; and




003

002.04 Portal operator means an entity authorized to do business in this
state which operates a funding portal and has registered with the Department.

REGISTRATION. A portal operator shall register with the Department prior to

establishing a funding portal to offer securities pursuant to this Rule. A portal operator
seeking registration shall submit the following to the Department:

004

003.01 A Form NPO containing such information as the Department requires;

003.02 A copy of the portal operator’s articles of incorporation or other documents
which indicate form of organization, and a certificate of good standing issued by the
state of incorporation within the preceding thirty days;

003.03 For portal operators not incorporated or organized in Nebraskal, a
Certificate of Foreign Authority or Certificate of Good Standing issued by the
Nebraska Secretary of State within the preceding thirty days;

003.04 For portal operators who are not registered with the Department as a
broker-dealer, a certification affirming that the portal operator is in compliance, and
will continue to comply, with Section 004, below;

003.05 A broker-dealer that is registered with the Department that operates a
funding portal offering securities pursuant to this Rule must register as a portal
operator by submitting the information required in this section except that the filing
fee shall be waived;

003.06 A portal operator shall not commence operation of a funding portal until it
has received written or electronic confirmation from the Department that its
registration has been accepted by the Department; and

003.07 A portal operator shall notify the Department no later than thirty days after
an event or circumstance occurs which causes any of the information or material
submitted as part of its application to become inaccurate.

NON BROKER-DEALER PORTAL OPERATORS. A portal operator is not required

to register as a broker-dealer provided that all of the following apply:

004.01 The portal operator shall not offer investment advice or recommendations;

004.02 The portal operator shall not solicit purchases, sales, or offers to buy the
securities offered or displayed on its funding portal;

004.03 The portal operator shall not compensate employees, agents, or other
persons for the solicitation, or based on the sale, of securities displayed or
referenced on its funding portal;

004.04 The portal operator shall not be compensated based on the amount of
securities sold, and shall not hold, manage, possess, or otherwise handle investor
funds or securities;
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004.05 The portal operator shall not identify, promote, or otherwise refer to any
individual security offered on its funding portal in any advertising conducted by the
portal operator;

004.06 The portal operator shall not operate or facilitate a secondary market in
securities;

004.07 A portal operator shall not invest in any offering conducted pursuant to this
Rule; and

004.08 Neither the portal operator, nor any director, executive officer, general
partner, managing member, or other person with management authority over the
portal operator, has been subject to any conviction, order, judgment, decree, or other
action specified in Rule 506(d)(1) adopted under the Securities Act of 1933, 17
C.F.R. 230.506(d)(1), that would disqualify an issuer under Rule 506(d) adopted
under the Securities Act of 1933, 17 C.F.R. 230.506(d), from claiming an exemption
specified in Rule 506(a) to Rule 506(c) adopted under the Securities Act of 1933, 17
C.F.R. 230.506(a) to 17 C.F.R. 230.506(c). However, this subdivision does not apply
if both of the following are met:

004.08A On a showing of good cause and without prejudice to any other
action by the Director, the Director determines that it is not necessary under
the circumstances that an exemption is denied; and

004.08B The portal operator establishes to the satisfaction of the
Director, that it made a factual inquiry into whether any disqualification
existed under this subdivision but did not know, and in the exercise of
reasonable care, could not have known, that disqualification existed under
this subdivision.

004.09 The portal operator may charge the issuer a fee for offering the issuer’s
securities on its funding portal. Such fee shall be either a fixed amount for each
offering, a variable amount based upon the length of time that the securities are
offered on the funding portal, or a combination of the fixed and variable amount.

ADDITIONAL SERVICES. The portal operator may offer services to the issuer that

the portal operator deems appropriate or necessary to meet the criteria for this exemption.
Such activities may include, but are not limited to, the following:

005.01 Assistance with the development of a business plan;

005.02 Ministerial assistance in completion of crowdfunding exemption filings
under these Rules;

005.03 Referral to legal services;

005.04 Referral to business consulting and accounting services to assist with
compiling and reporting financial information required by 48 NAC 39;

005.05 Other technical assistance in preparation for a crowdfunding offering by the
issuer; and



005.06 Submission of exemption materials to the Director.

006 DEPARTMENT ACCESS TO FUNDING PORTAL. A portal operator shall prdvide
the Department with the same access to every part of the funding portal that is accessible to
investors and potential investors.

007 RECORDKEEPING. A portal operator shall maintain and preserve for a period of
five years from either the date of the document or communication or the date of the closing
or termination of the securities offering, whichever is later, records related to offers and
sales made through the Internet website and to transactions where the portal receives
compensation, subject to the following:

007.01 The records that shall be maintained include, but are not limited to, the
following:

007.01A Records of compensation received for acting as a portal
operator, including the name of the payer, the date of payment, name of the
issuer, and name of the investor;

007.01B Copies of information provided by the portal operator to issuers
offering securities through the portal, prospective purchasers, and
investors;

007.01C All agreements and/or contracts between the portal operator and
an issuer, prospective purchaser, or investor;

007.01D All information used fo establish that an issuer, prospective
purchaser, or investor is a Nebraska resident;

007.01E All information used to establish that a prospective purchaser or
investor is an accredited investor as defined in subsection 002.01, above

007.01F  All correspondence or other communications with issuers,
prospective purchasers, and/or investors;

007.01G All information made available through the funding portal relating
to an offering;

007.01H Ledgers, or other records, that reflect all assets and liabilities,
income and expense, and capital accounts; and

007.011  All other records relating to the offers and/or sales of securities
made through the funding portal.

007.02 A portal operator shall, upon written request of the Director, furnish to the
Director any records required to be maintained and preserved under this subdivision.

007.03 The records required to be kept and preserved under this Rule must be

maintained in a manner, including by any electronic storage media, that will permit
the immediate location of any particular document so long as such records are
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available for immediate and complete access by representatives of the Director. Any
electronic storage system must preserve the records exclusively in a nonrewriteable,
nonerasable format; verify automatically the quality and accuracy of the storage
media recording process; serialize the original and, if applicable, duplicate units
storage media, and time-date for the required period of retention the information
placed on such electronic storage media; and be able to download indexes and
records preserved on electronic storage media to an acceptable medium. In the
event that a records retention system commingles records required to be kept under
this subdivision with records not required to be kept, representatives of the Director
may review all commingled records.
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Title 15 - COMMERCE AND TRADE

CHAPTER 2D - INVESTMENT COMPANIES AND ADVISERS
SUBCHAPTER I - INVESTMENT COMPANIES

Sec, 80a-3 - Definition of investment company

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

§80a-3. Definition of investment company
(a) Definitions

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

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

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

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

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

(b) Exemption from provisions

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

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

(2) Any issuer which the Commission, upon application by such issuer, finds and by order

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

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

(c) Further exemptions

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

‘registered open-end investment company to any such issuer. For purposes of this paragtaph:

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

(B) Beneficial ownership by any person who acquires secutities or interests in securities of an
issuer described in the first sentence of this paragraph shall be deemed to be beneficial
ownership by the person from whom such transfer was made, pursuant to such rules and
regulations as the Commission shall prescribe as necessary or appropriate in the public interest
and consistent with the protection of investors and the purposes fairly intended by the policy
and provisions of this subchapter, where the transfer was caused by legal separation, divorce,
death, or other involuntary event.

(2)(A) Any person primarily engaged in the business of underwriting and distributing securities
issued by other persons, selling securities to customets, acting as broker, and acting as market
intermediary, or any one or more of such activities, whose gross income normally is derived
principally from such business and related activities,
(B) For purposes of this paragraph—
(i) the term "market intermediary" means any person that regularly holds itself out as being
willing contemporaneously to engage in, and that is regularly engaged in, the business of
entering into transactions on both sides of the market for a financial contract or one or more
such financial coniracts; and
(ii) the term "financial contract" means any arrangement that—
(¥) takes the form of an individually negotiated contract, agreement, or aption to buy, sell,
lend, swap, or repurchase, or other similar individually negotiated transaction commonly
entered into by participants in the financial markets;
(1N is in respect of securities, commodities, currencies, interest or other rates, other
measutes of value, or any other financial or economic interest similar in purpose or function
to any of the foregoing; and
(I11) is entered into in response to a request from a counter party for a quotation, or is )
otherwise entered into and structured to accommodate the objectives of the counter party o
such arrangement, i

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

(A) such fund is employed by the bank solely as an aid to the administration of trusts, estates,
or other accounts created and maintained for a fiduciary purpose;
(B) except in connection with the ordinary advertising of the bank’s fiduciary services,
interests in such fund are not~
(i) advertised; or

http://www.gpo.gov/fdsys/pkg/USCODE-2013-title1 5/html/USCODE-2013-title15-chap2D... 9/3/2015




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

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

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

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

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

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

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

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

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

(1i) prior to availing itself of the exception provided by this paragraph—

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

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

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

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

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

(8) [Repealed] Pub. L. 111203, title IX, §986(c)(2), July 21, 2010, 124 Stat. 1936.

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

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

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

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

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

(ii) asscts of a pooled income fund;

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

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

(v) assets of a charitable lead trust;

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

(1) an adverse change in the financial circumstances of a seitlor or an incomse beneficiary of
the trust;

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

(IIT) both the changes described in subclauses (1) and (IT);

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

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

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

(D) For purposes of this paragraph—

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

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

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

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

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

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

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

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

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

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

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

414(e) of title 26; and

(B) substantially all of the activities of which consist of—
(i) managing or holding assets contributed to such church plans or other assets which are
permitted to be commingled with the assets of church plans under title 26; or
(if) administering or providing benefits putsuant to church plans.
(Aug. 22, 1940, ch, 686, title 1, §3, 54 Stat. 797; Oct. 21, 1942, ch. 619, title I, §162(¢), 56 Stat. 867;
Pub. L. 89-485, §13(i), July 1, 1966, 80 Stat. 243; Pub. L, 91-547, §3(a), (b), Dec. 14, 1970, 84 Stat,
1414; Pub. L. 94-210, title 111, §308(c), Feb. 5, 1976, 90 Stat. 57; Pub. L. 96-477, title I, §102, title
VI1I, §703, Oct. 21, 1980, 94 Stat. 2276, 2295; Pub. L. 100-181, title VI, §§604-606, Dec. 4, 1987,
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Title 17 — Chapter 1l — Part 230 — §230.506

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

§230.508 Exemption for Himited offers and sales without regard to dollar amount of offering.

(a) Exemption, Offers and sales of securities by an issuer that salisfy the conditions in paragraph (b) or (c) of this section shall be deemed to
be transactions not involving any public offering within the meaning of section 4(a)(2) of the Act,

(b) Conditions to be mef In offerings subject to limitation on manner of offering—({1) General conditions, To qualify for an exemption under
this section, offers and sales must satlsfy all the terms and conditions of §§230.501 and 230,502

(2) Specific conditions—(}) Limitation on number of purchasers, There are no more than or the Issuer reasonably believes that there are no
more thah 36 purchasers of securities from the [ssuer in any offering under this section.

Note 1o PARAGRARH (h){2)(i): See §230.501(e) for the caloulation of the number of purchasers and §230.502(a) for what may or may not constitute an
offering under paragraph {b) of this section.

(il) Nature of purchasers. Each purchaser who |3 not an acoredited investor either alone or with his purchaser representative(s) has such
knowledge and experience In financial and business matters that he ls capable of evaluating the merits and risks of the prospective investment,
or the [ssuer reasonably belleves immedialely prior to making any sale that such purchaser comes within this deseription.

(¢) Conditions to he met in offerings not subject to limitation on manner of offering-~(1) General conditions. To qualify for exemption under
this section, sales must satisfy all the tarms and conditions of §§230.601 and 230.502(a) and (dl).

(2) Specific conditions—(j) Nature of purchasers. All purchasers of securities sold in any offering under paragraph (c) of this section are
accradited investors,

(ii) Verification of accredited investor stafus. The Issuer shall take reasonable steps to verify that purchasers of securities sold In any offering
under paragraph (o) of thls section are accredited Investors, The issuer shall be deemed to take reasonable steps to verify If the Issuer uses, at
its option, one of the following non-exaclusive and non-mandatory methods of verifying that a natural person who purchases securities in such
offaring is an accredited investor; provided, however, that the issuer does not have knowladge that such person s not an accreditad hvastor:

(A) In regard to whether the purchaser is an accredited Investor on the basis of Income, reviewing any Internal Revenue Service form that
reports the purchaser's income for the two most recent years (including, but not limited to, Form W-2, Form 1099, Schedule K-1 to Form 1085,
and Form 1040) and obtaining a written rapresentation from the purchaser that he or she has a reasonable expectation of reaching the income
level necessary to qualify as an accradited investor during the current year,

{B) In regard to whether the purchaser Is an accredited investor on the basis of net worth, reviewing one or more of the following types of
documentation dated within the prior three months and obtaining a written representation from the purchaser that all liabilitles necessary to make
a determination of net worth have been disclosed;

(1) With respect to assets: Bank statements, brokerage statements and other statements of securities holdings, certificates of depostt, tax .
assessments, and appralsal reports issued by indepsndent third pariies; and ;

(2) With respect to llabliities: A consumer report from at least one of the nationwlde consumer reporting agencles; or

(C) Obtaining a written confirmation from one of the following persons or entitles that such persan or entity has taken reasonable steps to :
mr;fz‘g;?t the purchaser is an accredited investor within the prior three months and has determined that such purchaser is an accredited

(1) A ragistered broker-dealer,

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

(3) Alicensed attorney whe Is In good standing under the taws of the jurlsdictions In which he or she Is admitted lo practice law; or

@ (4) A certified public accountant who is duly registered and In good standing under the laws of the place of his or her resldence or principal
office.

(D) In regard to any person who purchased securifies in an Issuer's Rule 506(b) offering as an accredited investor prior to September 23,
2013 and continues to hold such securitias, for the same issuer's Rule 506(¢) offering, obtaining a certiflcation by such person at the time of sale
that he or she qualifies as an accredited investor,

Instructions to paragraph (c)(2)(iA) through (D) of this section:
1. The Issuer is not required to use any of thase methods In verifying the acaredlted Investor status of natural persons who are purchasers.

il'zt;ca?)a mathods are examples of the types of non-axclusive and non-mandatory methods that satisfy the verification requirement in §230.506(c)
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2. In the ¢case of a parson who qualifies as an accredited Investor based on joint income with that person's spouse, the Issuer would be
deemed to satisfy the verification requirement in §230,508(c){(2)(I){A) by reviewing coples of interna! Revenue Service forms that report income
for the two most racent years In regard to, and obtaining written representations from, both the person and the spouse.

3. In the case of a person who qualifies as an accredited invastor based on Joint net worth with that person's spouse, the issuer would be
deemed to salisfy the verlfication requirement in §230.508(c)(2)(II}(B) by reviawing such documentation in regard te, and obtaining written
representations from, both the person and the spouse.

(d) “Bad Actor” disqualification. (1) No sxemption under this section shall be available for a sale of securitles If the issuer; any predecessor
of the Issuer; any affiliatad issuer; any diractor, executive officer, other officer parlicipating in the offering, general pariner or managing member
of the issuer; any benaficlal owner of 20% or more of tha Issusr's outstanding voting equity securities, calculated on the basls of voting power,
any promoter conneoted with the Issuer in any capaclity at the time of such sale; any Investment manager of an Issuer that Is a pooled Investment
fund; any person that has baen or will be paid (directiy or Indireclly) remuneration for solicltation of purchasers in connection with such sale of
securities; any general partner or managing member of any such investment manager or solicitor; or any dirsctor, executive officar or other
officer participating in the offering of any such invesiment manager or sollcltor or general partner or managing member of such investment

- manager or solicitor;

(1) Has beeh convicted, withln ten years before such sala (or five years, in the case of Issuers, thelr predecessors and affillatad lasuers), of
any felony or misdemeanor:

(A) In connection with the purchase or sale of any security;
(B) Involving the making of any false filing with the Commisslon; or

{C) Arising out of the conduct of the business of an underwriter, broker, dealer, municipal securittes dealer, Investment adviser or pald
solicitor of purchasers of securities;

(il) s subjact to any order, Judgment or dacree of any court of competent jurisdiction, enterad within five years bsfore such sale, that, at the
time of such sale, resirains or enjains such person from shgaging or continuing to engage in any conduct or practice:

{A) In connection with the purchase or sale of any security;
(B) Involving the making of any false filing with the Commission; or

{C) Arising out of the conduct of the business of an underwriter, broker, dealer, municipal securities dealer, investment adviser or pald
solicitor of purchasers of securities;

(i1) Is subject to a final order of a state securities commission (or an agency or officer of a state performing like functions); a state authority
that supervises or examines banks, savings associations, or cradit unions; a state insurance commission (or an agency or officer of a state
performing like functions); an appropriate federal banking agency; the U.S. Commodity Futures Trading Commlission; or the National Credit
Union Administration that:

(A) At the time of such sale, bars the person from:

(1) Association with an entity regulated by such commission, authority, agency, or officer;

(2) Engaging In the business of securities, Insurance or banking; or

{3) Engaging In savings assoclation or credit unloh activitles; or

(B) Constitutes a final order hased on a violation of any law or regulation that prohiblts fraudulent, manipulative, or deceptive conduct
entered withln ten years before such sale;

(iv) Is subject to an arder of the Commission entered pursuant to section 16(b) or 16B(¢) of the Securities Exchange Act of 1934 (16 U.S.C,
780(b) or 780-4(c)) or section 203(e) or (f) of the Investment Advisers Act of 1940 {15 U.8.C. 80b-3(e) or (f)) that, at the time of such sale:

(A) Suspends or ravokes such person's registration as a broker, dealsr, municipal securitles dealer or Investment adviser;
(B) Places limitations on the activities, functions or operations of such parson; or )
(C) Bars such parson from belng assoclated with any entity or from participating In the offering of any penny stock;

(v) Is subject to any order of the Commission entered within five years before such sale that, at the time of such sale, orders the person fo
cease and deslst from committing or causing a violation or future violation of:

{A) Any sclenter-based anti-fraud provision of the federal securities laws, Including without limitation section 17(a)(1) of the Saecurities Aot of
1933 (15 U.8.C. 77¢(a)(1)), section 10(b) of the Sesuritiss Exchange Act of 1834 (15 U.8.C, 78j(b)) and 17 CFR 240,10b-8, section 16(c)(1) of
the Securlties Exchange Act of 1934 (15 U.8.C. 780(c)(1)) and section 206(1) of the Investment Advisers Act of 1240 (15 U.S.C. 80b-6(1)), or
any other tule or regulation thersunder,; or '

(B} Section & of the Securities Act of 1933 (15 U.8.C. 77e).

{vl) Is suspended or expelled from mambership In, or suspended or barred from assoclation with a member of, & registered national
securities exchange or a registered national or affiliated securitios assoclation for any act or omission to act constituting conduct Inconsistent with
Just and equitable principles of trads;

(vil) Has filad (as a registrant or Issuer), or was or was named as an underwriter In, any registration statement or Regulation A offering
staterment filed with the Cominission that, within five years before such sale, was the subject of a refusal order, stop order, or order suspending
the Regulation A exemption, or is, at the time of such sale, the subject of an investigation or proceeding to determine whether a stop order or
suspension order should be issued; or

{viii) Is subject to a United States Postal Service false representation order entered within five years before such sale, or is, at the time of

such sale, subject to a temporary restralning order or preliminary Injunction with respect to conduct alteged by the United States Postal Service
to constitute a scheme or device for obtalning money or property through the mall by means of false representations,
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‘

(2) Paragraph (d)(1) of this section shall not apply:

(1) With respact to any conviction, order, judgment, decres, suspension, expulsion or bar that accurred or was Issued before Septamber 23,

(ify Upon a showlng of good cause and without prejudice to any other action by the Commission, if the Commission determines that itis not
necessary under the circumstances that an exemption be dented;

(il If, before the relevant sale, the court or regutatory authorily that enterad the relevant order, judgment or decree advises in writing
{whether cantalned in the relevant judgment, order or decree or ssparatsly to the Commission or its staff) that disqualification under paragraph
(d)(1) of this section should not arlse as a consequence of such order, judgment or deoree; or

(iv) If the Issuer establishes that it did not know and, In the exercise of reasonable care, could not have known that a disqualification existed
under paragraph {d}(1) of this section.

Instruction to paragraph (d)(2)(iv). An issuer will not be able to establish that It has axerclsad reasonable cara unless [thas made, In light of
the clroumstances, factual Ingulry Into whether any disqualifications exist. The nature and scope of tha factual ingulry will vary based on the facts
and clrcumstances concerning, among other things, the issuer and the other offering participants,

(3) For purposes of paragraph (d)(1) of this sactlon, events relating to any affiliated Issuer that ocourred before the affiiiation arose will be not
considered disqualifying If the affillated entity Is not:

(I} In control of the issuer, or
(i) Under common control with the issuer by a third party that was In cantro! of the afflliated entity at the ime of such avents,

(e) Disclosure of prior "bad actor” events, The issuer shall furnish to each purchaser, a reasanable time prior to sals, a description in writing
of any matters that would hava triggered disqualification under paragraph (d)(1) of this sectlon but occurred before September 23, 2013, The
failure o furnish such Information timely shall not pravent an issuer from relying on this sectlon if the Issuer establishes that it did not know and,
In the exercise of reasonable care, could not have known of the existence of the undisclosed matter or matters.

Instruction to paragreph (). An issuer will not be able to establish that it has exercised reasonable care unless it has made, in light of the
ciroumstances, factual inquiry into whether any disqualifications exist. The nature and acope of the faclual inquiry will vary based on the facls
and clrcumstances concerning, among other things, the Issuer and the other offering participants.

[47 FR 11262, Mar, 8, 1982, as amended at §4 FR 411373, Mar. 20, 1989; 76 FR 44770, 44804, July 24, 2013}

Need asslslance?
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